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Abstract
Prevailing wisdom maintains the transformation of U.S. trade policy initiated under President
Donald Trump disrupted a continuous seven-decade project to construct a liberal international
economic order and attributes the reversal to the China Shock and a populist backlash against
globalization. Drawing upon original archival and interview data, this thesis complicates dominant
interpretations by remodeling patterns of change to recover the endogenous sources of major
reconfigurations of the U.S. trade regime. I develop a holistic analytical framework that, in place
of micro-foundations and exogenous shocks, illuminates the interactivity of internal ideational
and institutional processes with the evolution of the domestic and global political economies. In
doing so, the thesis illuminates the radical, contingent, and contested nature of the regime’s
underappreciated neoliberal restructuring and the deeper antecedents of the contemporary rupture.
I argue a feedback loop emerged between the Bretton Woods system and the postwar New
Deal trade regime in the 1960s that incited a critical juncture by precipitating their concurrent
unraveling. The crisis altered the regime’s trajectory by opening space for policy entrepreneurs to
reconfigure trade institutions and coalitions premised on a reimagined strategic vision and
catalyzing new patterns of trade by unleashing financial globalization in the context of the global
dollar system. The rise of the neoliberal order further shaped the regime’s reorientation through
the ascendance of new ideas, the rebalancing of political power, and the intercurrent clash between
neoliberal trade and macroeconomic policies, which catalyzed a second major crisis in the 1980s.
In this landscape, U.S. officials employed commercial and monetary power to deflect import and
balances of payments adjustment and revive industrial dominance by remaking the international
trading system as a legal-institutional arrangement to reform the domestic economies of trade
partners and support global production networks. The neoliberal regime’s crystallization in the
1990s embedded new fault lines that helped produce the current reconfiguration.
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Introduction
The Rise and Fall of the Neoliberal Trade Regime
On October 10, 2000, President Bill Clinton convened government and business leaders on the
South Lawn of the White House to witness the signing of bipartisan legislation approving the
extension of Most Favored Nation status (MFN) to the People’s Republic of China. The successful
campaign to secure “permanent normal trade relations” set the stage for China’s accession to the
World Trade Organization (WTO) in December 2001, which marked a capstone of American-led
global economic integration that expanded upon the ratification of the Uruguay Round and the
North American Free Trade Agreement (NAFTA) earlier in the decade. Clinton’s remarks
embodied the globalization euphoria of the long 1990s and a pervasive belief in the naturalization
of liberal interdependence. “The more China opens its markets,” he predicted, “the more it
unleashes the power of economic freedom” and “the more likely it will be to more fully liberate
the human potential of its people.”1 Clinton, speaking the following month in Vietnam, declared
globalization was not “something we can hold off or turn off,” but rather “the economic equivalent
of a force of nature, like wind or water” that “we cannot ignore” and “is not going away.”2
Sixteen years later, President Donald Trump proclaimed the end of this era in U.S. trade
policy from the steps of the Capitol just two miles down Pennsylvania Avenue. “Protection,” he
pledged in his inaugural address, “will lead to great prosperity and strength.”3 His administration
engineered a decisive break with orthodoxy despite the vehement protests of critics who alleged
his agenda reversed seven decades of U.S. leadership in the construction and maintenance of a
rules-based trading system premised on a longstanding commitment to multilateralism.4 Trump
withdrew from the Trans-Pacific Partnership (TPP), halted discussions on the Trans-Atlantic
Trade and Investment Partnership (TTIP), inserted trade-restrictive provisions in the renegotiated
U.S. – Mexico – Canada Agreement (USMCA), and violated the political and institutional
foundations of the WTO. The cornerstone of his agenda represented the most significant breach
of U.S. liberal trade policy in decades: an assault targeting Chinese trade, industrial, and
macroeconomic policies that imposed steep tariffs on nearly two-thirds of imports from the
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William Clinton, “Remarks on Signing Permanent Normal Trade Relations with China” (October 10, 2000).
William Clinton, “Remarks at Vietnam National University” (November 17, 2000).
3
Donald Trump, “The Inaugural Address” (January 20, 2017).
4
For representative accounts, see Jeff Colgan and Robert Keohane, “The Liberal Order Is Rigged: Fix It Now or
Watch It Wither,” Foreign Affairs 96 (2017); Douglas Irwin, “The False Promise of Protectionism: Why Trump’s
Trade Policy Could Backfire,” Foreign Affairs 96 (2017); Chad Bown and Douglas Irwin, “Trump’s Assault on the
Global Trading System: And Why Decoupling From China Will Change Everything,” Foreign Affairs, 2019.
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nation’s largest trading partner.5 Trump, despite losing re-election, helped catalyze a major policy
shift compounded by the COVID-19 pandemic. President Joe Biden has promised to build on
Trump’s China tariffs despite criticizing his unilateral approach.6 Biden’s “worker centered” trade
agenda moreover departs sharply from those of his two Democratic Party predecessors.7 Many of
his policies remain contested, but reversion to the antecedent paradigm appears increasingly
improbable.
This striking reconfiguration presents a significant challenge to our understanding of U.S.
trade policy and renews important empirical and theoretical questions about its historical
development. The unexpected rupture – similar to the global financial crisis and the resurgence
of anti-establishment politics – disconfirmed conventional wisdom, undermined central
assumptions, and prompted soul-searching within the field of International Political Economy
(IPE).8 Contemporary IPE, however, offers little help for understanding these events.9
Predominant explanations attribute the policy change to the China Shock or a “populist backlash”
stoked by opportunistic politicians and waged by the losers of globalization.10 These
contributions, while offering useful insights, obscure as much as they reveal. Their exclusive
dependence on political scapegoating and exogenous shocks replicate problems endemic to
mainstream trade scholarship including an inattention to historical sources of change,
overdependence on micro-foundations, and neglect of state power. As a result, the literature
overlooks a more nuanced story about the endogenous, long-term, institutional, and contested
processes that drive regime change. These shortcomings hold “real world” implications.
5

Chad Bown and Melina Kolb, “Trump’s Trade War Timeline: An Up-to-Date Guide” (Peterson Institute for
International Economics, 2021).
6
Steven Overly, “U.S. Trade Chief: Biden Will Build from Trump-Era Tariffs to Confront China,” Politico,
September 30, 2021.
7
Biden’s campaign promised to oppose investor-state dispute settlement, place a moratorium on new agreements
pending critical domestic investments, reshore critical supply chains, impose carbon import adjustment fees to
combat climate change, and institute an extensive “Buy America” program. During its first year, his administration
supported waiving intellectual property protections for COVID-19 vaccines and committed to negotiate WTO labor
standards and increase labor representation in domestic trade policymaking. See Office of the United States Trade
Representative, “Fact Sheet: 2021 President’s Trade Agenda and 2020 Annual Report,” June 2021.
8
Benjamin Cohen, International Political Economy: An Intellectual History (Princeton: Princeton University Press,
2008); Kathleen McNamara, “Of Intellectual Monocultures and the Study of IPE,” Review of International Political
Economy 16, no. 1 (2009); Nicola Phillips and Catherine Weaver, eds., International Political Economy: Debating
the Past, Present, and Future (New York: Routledge, 2011).
9
Thomas Oatley, “Regaining Relevance: IPE and a Changing Global Political Economy,” Cambridge Review of
International Affairs, (2021); Mark Blyth and Matthias Matthijs, “Black Swans, Lame Ducks, and the Mystery of
IPE’s Missing Macroeconomy,” Review of International Political Economy 24, no. 2 (2017).
10
For leading contributions, see Dani Rodrik, “Populism and the Economics of Globalization” (NBER, 2017);
Ronald Inglehart and Pippa Norris, “Trump, Brexit, and the Rise of Populism: Economic Have-Nots and Cultural
Backlash,” HKS Working Paper No. RWP16-026 (2016); David Autor, David Dorn, and Gordon Hanson, “The
China Syndrome: Local Labor Market Effects of Import Competition in the United States,” American Economic
Review 103, no. 6 (2013); David Autor et al., “Importing Political Polarization? The Electoral Consequences of
Rising Trade Exposure,” Lund University Department of Economics Working Paper 2016:21 (2016).
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Multiplying proposals for restoring domestic consensus, reforming the WTO, and engaging an
ascendant China rest on unstable foundations.
The Trump-Biden disjuncture thus demands an overdue reassessment of the political
economy of the U.S. trade regime, which is the principal ambition of this theoretically informed
historical study. I employ original archival material and data from elite interviews to examine the
regime’s evolution from the late 1960s through the early 2000s. More precisely, the thesis traces
the reconfiguration of the “New Deal” regime into its “neoliberal” successor, a division introduced
by this study and distinguished according to discrete policy objectives, supporting coalitions, and
institutional arrangements. I contest dominant accounts that stress normative and institutional
continuity by remodeling patterns of change in a way that recovers the radical, contested, and
contingent nature of the neoliberal restructuring. Throughout the thesis, I argue that interactive
processes linking the trade regime to the domestic and global political economies combined with
internal ideational and institutional developments to determine the evolution of U.S. trade policies.
By doing so, I also offer a new interpretation of contemporary sources of conflict and change by
revealing how the neoliberal regime’s unravelling was in part self-produced by the manner in
which it crystallized. The outcome from this alternative perspective is a new approach to thinking
about trade politics that opens space for imagining a different political economic future.
Three main research questions lie at the heart of this thesis: How did the U.S. trade regime
change during this crucial period from the late 1960s through the early 2000s? What motivated
the regime’s particular path of development? And how did changes in the regime shape concurrent
developments in the U.S. and global political economies? The answers are used to consider a
fourth question in the conclusion that revisits our present moment: How does the reassessment of
the regime’s postwar trajectory improve our understanding of the contemporary rupture and
nascent reorientation? Having detailed the problématique and research questions, the remainder
of the introduction presents the main arguments, methodology and sources, and a chapter
synopsis.
The Argument in Brief
This thesis challenges foundational tenets of the trade literature. In contrast with conventional
wisdom, I contend the U.S. trade regime experienced a profound normative, substantive, and
institutional reconfiguration in the postwar period. The New Deal regime, which originated in the
1930s and persisted into the 1970s, was defined at its height by a commitment to circumscribed
liberalism and market-restricting adjustment policies, a division of authorities between congress
and the president, and a bipartisan and sectoral supporting coalition dependent on Democratic
3

majorities. The international trading system, which reflected the “embedded liberal” compromise,
was limited to negative integration and defined by a diplomatic culture.11 The neoliberal regime
that displaced it, by contrast, reflected an ascendant belief in the superiority of market mechanisms
and the need for a strong state to promote and reproduce a competitive market order. Presidential
dominance and legalized, multi-scalar institutional arrangements superseded the delegation of
powers in importance and a Republican-dominated coalition supported by multinational
corporations and financial interests emerged as its driving force. Trade deficits and intra-industry
and intra-firm trade replaced the surpluses and inter-industry trade of New Deal era.
This novel periodization, however, raises a more fundamental question. If not an
acceleration of postwar processes, what causal dynamics produced this neoliberal restructuring?
My proposed answer rests on the main contribution of this thesis: a more persuasive modeling of
the causal dynamics driving the regime’s postwar evolution. The empirical arguments are thus
grounded in a methodological critique of the mainstream research programs. Open Economy
Politics (OEP), the dominant approach in contemporary IPE, advances a vision of trade politics
as interest group conflict predicated on rational interests, unmediated by institutional structures,
and unaffected by changing historical context. The consequence is a reductive understanding of
political action that overlooks the complexities of capitalist development. Leading historical and
sociological institutionalist accounts improve on OEP by analyzing U.S. trade politics as a
structured process across space and time. These studies, however, unfortunately reproduce many
of OEP’s shortcomings due to their treatment of trade as a distinct and bounded issue area,
including a deficient engagement with ideational and macro processes and state power. The
outcome is a literature rife with omitted variable biases and the neglect of essential intertemporal
linkages, which in turn leads to contributions that overlook important causes of change and
reinforce an overemphasis on stability and continuity.12
In response, the thesis develops a more holistic institutionalist framework that explores the
regime’s evolution within the context of the changing domestic and global political economies.
Drawing on the policy regime literature, the U.S. trade regime is defined as the shared ideas,
interest alignments, and institutional arrangements that produce shared understandings about trade
problems and goals, the supporting coalition for the trade agenda, and the rules that structure the

11

John Gerard Ruggie, “International Regimes, Transactions, and Change: Embedded Liberalism in the Postwar
Economic Order,” International Organization 36, no. 02 (1982).
12
Thomas Oatley, “The Reductionist Gamble: Open Economy Politics in the Global Economy,” International
Organization 65, no. 02 (2011); Thomas Oatley, “Open Economy Politics and Trade Policy,” Review of
International Political Economy 24, no. 4 (2017); Blyth and Matthijs, “Black Swans, Lame Ducks, and the Mystery
of IPE’s Missing Macroeconomy.”
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trade policy process.13 Internally, political strategies and institutional processes are identified as
the principal motors of the regime’s neoliberal restructuring. Policy entrepreneurs in the state and
private sector, often working in close collaboration, orchestrated political strategies to bring
together the necessary coalitions of heterogeneous actors to reform the institutional frameworks
for trade policymaking and administration and to embed new policies that drastically expanded
the regime’s scope, revolutionizing U.S. trade objectives and the fundamental purpose of trade
regulation in the process. Ideas, defined as shared causal beliefs, worked as coalitional glue by
serving as the basis of blueprints for reform around which diverse actors could mobilize and as
normative weapons deployed in political battles over regime structure and content. Successful
institutional and policy reforms altered the political landscape over time, reinforcing regime
change by catalyzing path dependent patterns of institutional development through the
redistribution of political power and the reconfiguration of interests and incentives.
These internal processes, however, did not occur in a vacuum. Explaining the timing and
substance of regime transformations demands a wider aperture. The first step is to examine the
regime’s interactivity with the two postwar pairings of international monetary and financial
governance: the Bretton Woods system and the global dollar system. In doing so, I endogenize
the sources of two major crises that opened windows for reform and foreground a set of
macroprocesses that influenced and linked intra-regime dynamics across time and space. To
begin, the thesis diverges from prevailing wisdom by identifying the collapse of Bretton Woods
as the critical juncture in the regime’s neoliberal restructuring. I argue the emergence of a negative
feedback loop between Bretton Woods and the New Deal regime proved central to their concurrent
unraveling. The transition to the global dollar system subsequently established the conditions for
a second major trade crisis in the 1980s by unleashing financial liberalization. In both cases,
widespread uncertainty over the causes of a deteriorating U.S. trade position led state and nonstate actors to develop competing “crisis defining” ideas that shaped the substance of the reforms
that followed.14 U.S. hegemony heightened the appeal of an empirically contestable “unfair trade”
diagnosis that led to the institutionalization of a strategy to deflect adjustment by reforming the
domestic economies of major trading partners to fit liberal trade ideals and commercial interests.

13

Ashley Jochim and Peter May, “Beyond Subsystems: Policy Regimes and Governance: Jochim/May: Beyond
Subsystems,” Policy Studies Journal 38, no. 2 (2010); Peter May and Ashley Jochim, “Policy Regime Perspectives:
Policies, Politics, and Governing: Policy Regime Perspectives,” Policy Studies Journal 41, no. 3 (2013); Carter
Wilson, “Policy Regimes and Policy Change,” Journal of Public Policy 20, no. 3 (2000); Adam Sheingate, “Policy
Regime Decay,” Policy Studies Journal (2020).
14
Wesley Widmaier, Mark Blyth, and Leonard Seabrooke, “Exogenous Shocks or Endogenous Constructions? The
Meanings of Wars and Crises,” International Studies Quarterly 51, no. 4 (2007).
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The global macroeconomy also linked events across time outside moments of crisis. The
two systems imposed unique pressures on the regime through disparate ramifications on the
structure of trade, capital, and investment flows and on U.S. monetary power, defined as the ability
to delay and deflect the adjustment costs required by balance of payments deficits.15 The global
dollar system and financial globalization unexpectedly wrought the precipitous reversal of the
U.S. position in the international economy by introducing the capacity for U.S. policymakers to
run seemingly unlimited fiscal deficits and indefinitely delay balance of payments adjustment, as
well by increasing foreign appetite for dollar-denominated debt in order to maintain access to its
consumer market and invest in the world’s premier safe asset. The corresponding “pulled” and
“pushed” capital inflows not only exacerbated exchange rate volatility but, even more importantly,
necessarily translated into a previously unimaginable trade deficit through a surge in imports of
manufactured goods, which in turn heightened incentives to offshore production through global
value chains (GVCs) and global production networks (GPNs). At the same time, however, the
dollar system increased U.S. capacity to deflect import adjustment pressures through depreciation.
Officials strategically employed this capacity to quell opposition to liberal reform, reshaping or
maintaining coalitions and the structure of trade institutions in the process.
The second step is to interrogate the influence of changes in the domestic political
economy. Political orders, similar to policy regimes but national in scope, are defined as consisting
of governing institutions, enduring political coalitions, and overarching purposes as expressed in
rules and policies.16 I contend the rise of the neoliberal order held equally profound implications
for trade politics through interactive processes spanning the regime and international system.
Neoliberal ideas permeated the regime, replacing New Deal liberalism as its principal ideological
influence. This intellectual shift altered its trajectory by redefining core concepts such as
“barriers” and “distortions,” legitimating non-majoritarian institutional design and marketreinforcing adjustment strategies, and influencing crisis defining ideas and therefore the
corresponding reform blueprints developed during periods of instability. In addition, sweeping
political and economic transformations translated into trade politics. The political mobilization of
business and disciplining of labor reinforced the trend toward liberalization and contributed to the
progressive conversion of the Democratic Party, which helped regenerate a slim bipartisan

15

Benjamin Cohen, Currency Power: Understanding Monetary Rivalry (Princeton: Princeton University Press,
2015).
16
Karen Orren and Stephen Skowronek, The Search for American Political Development (Cambridge: Cambridge
University Press, 2004); Steve Fraser and Gary Gerstle, eds., The Rise and Fall of the New Deal Order, 1930 - 1980
(Princeton: Princeton University Press, 1989); Gary Gerstle, “The Rise and Fall(?) Of America’s Neoliberal Order,”
Transactions of the Royal Historical Society 28 (2018).
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majority around the neoliberal agenda in the early 1990s. The economic restructuring associated
with the transition from Fordism to post-Fordism altered the balance of corporate power and
inspired demand for new trade rules. Particularly critical were the “intercurrent” clashes between
the regime and the neoliberal revolution in macroeconomic policy.17 Federal Reserve Chairman
Paul Volcker’s monetarist interest rate shock, Reagan’s supply-side fiscal reforms, and financial
deregulation combined to catalyze the 1980s crisis that reversed trade liberalization in the short
run but triggered the processes that ultimately molded the regime into its neoliberal configuration.
We arrive at a much different story about the political economy of the U.S. trade regime
from this alternative vantage point. The thesis advances a more dynamic account of historicalinstitutional development that breaks with whiggish narratives of a singular trajectory toward ever
greater liberalization blemished by occasional temporary deviations. The theoretical framework
does not diminish the importance of intra-regime processes, but rather specifies and contextualizes
them by accentuating the complexities of preference formation and coalition building, the
undulations of postwar liberalism, and the structuring role of macro-foundations. The account
problematizes the longstanding debate over the relative importance of changing business
preferences or institutional reforms not only by revealing them as mutually reinforcing but also
jointly insufficient.18 The neoliberal project’s dependence on the use of monetary and commercial
power to maintain political support at pivotal junctures complicates benevolent interpretations of
U.S. trade leadership and brings to the forefront deep tensions between its pursuit of liberalism
and nationalist objectives. Consequently, the thesis complements the efforts of some critical
scholars that highlight the interdependencies of state and class power rather than public – private
antagonism and inter-sectoral conflict.19 However, I also offer a more utilitarian depiction of the
regime’s neoliberal turn that underscores the parameters of that power by emphasizing how the
global macroeconomy and the co-development of capitalist states delimited the options available
to U.S. officials and the persistent role of the state in shaping corporate lobbying.20

17

Stephen Skowronek and Karen Orren, “Institutions and Intercurrence: Theory Building in the Fullness of Time,”
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By concentrating on interactive development, this thesis also contributes to our
understanding of the U.S. neoliberal order. Existing scholarship adopts a domestic orientation that
prioritizes endogenous sources of change.21 However, as the thesis shows, the design of the regime
and the specific pattern of U.S. global economic integration both reinforced and disrupted core
neoliberal dynamics. The intensification of import penetration helped fracture the political
compromise at the center of the New Deal order. Alongside inflation, downward pressure on the
price of manufactured goods catalyzed the remobilization of business, both for and against import
protection, and its more collaborative yet equally aggressive campaign to dismantle organized
labor. The development of global supply chains further reduced the power of labor and helped
tame inflation. I further reveal how the capacity to deflect trade and monetary adjustment
repeatedly undercut proposals for a New Deal liberal industrial policy. Conversely, the clash
between liberal trade and finance proved central to the incontrovertible failure of the early 1980s
neoliberal experiment.
In advancing this argument, the thesis makes a wider set of theoretical assertions about the
nature of historical development and the composition and decomposition of policy regimes and
political orders. I contribute to a burgeoning ideational institutionalist tradition that raises
concerns about the explanatory purchase of bottom-up rationalism and top-down structuralism,
especially during moments of uncertainty.22 But at the same time, the thesis cautions against
ideational oversimplification through its appreciation for the “messy, contingent, and strategic
nature of economic policymaking.”23 The evidence underscores how policy entrepreneurs
pragmatically and creatively use ideas and the enabling conditions under which those ideas are
most likely to matter.24 The evidence furthermore warns against an overdependence on
paradigmatic or punctuated theories of evolution by revealing how instabilities created by the
simultaneous operation of different institutional arrangements either within or between regimes
can act as a major source of endogenous change.25 Most broadly, I make a strong case for the
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explanatory and descriptive power of more holistic theoretical approaches and the importance of
breaking down traditional research silos that divide the modern fields of IPE and political science.
With the benefit of these insights, I contend the contemporary disjuncture becomes much
less puzzling than suggested by prevailing accounts. Most immediately, Trump’s aggressive
unilateralism may remain surprising in scale and tenor but appears far less idiosyncratic in
substance. His approach, rather than an unprecedented breach, has ample precedent in the postwar
“liberal economic nationalism” not just of Reagan but also Nixon and arguably even Clinton.26
This alternative lens more generally redirects our attention away from temporally proximate
exogenous shocks to search for mounting endogenous instabilities. I offer a set of hypotheses in
chapter seven and the conclusion. Internally, I suggest the development of a non-majoritarian
regime relocated political conflict to the institutional level just as the expanding scope of trade
governance reinforced the opposition coalition and weakened corporate cohesion by incentivizing
the pursuit of particularistic interests. In the order, rising partisanship wracked the regime long
before the global financial crisis upended governing coalitions and opened a new era of intellectual
challenges to the neoliberal consensus. Systemically, immense global economic imbalances
driven by Sino-American development exacerbated domestic distributional conflicts and
contributed to the exhaustion of the regime’s market-reinforcing adjustment strategy at the same
time as the WTO restricted U.S. policy autonomy and geopolitical competition returned. From
this outlook, the Trump-Biden disjuncture can be understood as a period of contestation among
competing factions advancing rival crisis interpretations in order to maintain or reshape the
regime’s foundations.
Methodology and Sources
Methodologically, this thesis is designed as a single qualitative case study. The benefits of the
case study method include the ability to generate new hypotheses, establish the internal validity
of empirical problems, identify causal mechanisms, and pursue a deeper level of analysis.27 The
use of a single or “crucial” case is warranted under circumstances of extreme heterogeneity. Data
was analyzed through process tracing, which is a tool to adjudicate among alternative hypotheses
and draw descriptive and causal inferences from diagnostic evidence.28 Process tracing is
26
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particularly well suited for ideational institutional analysis because it involves the reconstruction
of the motivations of actors and therefore “opens up rather than brackets decision making” while
looking “closely at the way decisions are made and the factors that influence the participants.”29
The thesis employs numerous sources of evidence including original archival and
interview data, which are integral to the reconstruction of core episodes in the regime’s evolution.
Archival materials were collected from four sources: the Richard Nixon Presidential Library and
Museum in Yorba Linda, California; the Ronald Reagan Presidential Library and Museum in Simi
Valley, California; the George Meany Memorial AFL-CIO Archive at the University of Maryland
in College Park, Maryland; and the National Foreign Trade Council (NFTC), Chamber of
Commerce (COCOM), and National Association of Manufacturers (NAM) collections at the
Hagley Museum and Library in Wilmington, Delaware. This research was conducted during visits
to Washington, D.C. and Delaware in May 2019 and July 2019 and to California in June 2019 and
March 2020. Former U.S. Trade Representative Carla Hills generously shared previously
unreleased memos written to President George H. W. Bush during her tenure between 1989 and
1993. I complement these materials with official government documents contained in the Foreign
Relations of the United States (FRUS) series, the official documentary historical record of major
U.S. foreign policy decisions compiled by the Department of State’s Office of the Historian.
The thesis additionally draws upon 18 semi-structured elite interviews conducted with 17
respondents. These interviews were principally gathered during fieldwork in Washington, DC as
well as in Los Angeles, California and by phone, video conference, and email. Interviewees were
selected based on their knowledge of critical events and include former government officials from
the executive and legislative branches, civil society and labor leaders, journalists, lawyers, and
lobbyists. Relevant contacts were identified through research, my preexisting network as a former
U.S. trade official, and the “snowball” method. Conversations were audio-recorded only with the
explicit agreement of the interviewee. In addition, one interviewee requested their identity remain
anonymous. The data generated through interviews were cross-validated whenever possible.
Other data sources used include government and nongovernmental reports, political
autobiographies, congressional testimony, newspapers and specialist publications, descriptive
economic data produced by U.S. government agencies and the World Bank, and secondary source
literature.
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Chapter Synopsis
This thesis chronicles the postwar evolution of the U.S. trade regime with particular attention to
the endogenous and interactive processes that motivated its long-term historical development.
Given the study’s extended temporal scope and the breadth of its content, each chapter engages
with the particular IPE and political science debates most relevant to the issues and timeframes
under analysis. While principally focused on the political economy of international trade, the
thesis also seeks to engage with and contribute to a wider set of literatures on subjects including
the rise of neoliberalism, the sources of structural power, the determinants of U.S. macroeconomic
policies, and the causes of institutional change.
Chapter two sets out the theoretical contributions of the thesis and offers a more detailed
overview of the New Deal and neoliberal regime configurations. The trade literature, as a driving
force behind mainstream IPE’s scientific turn, has assumed an overwhelmingly quantitative and
rationalist methodological approach in recent decades that prioritizes micro-foundations and
encourages large-n studies unsuitable for the study of change over time. I propose an alternative
framework that, while drawing on its older institutionalist tradition, nonetheless critiques leading
contributions for their explanatory gaps stemming from the neglect of ideational processes, regime
interactivity with the political order and the global macroeconomy, and the role of state power in
regime development. I offer empirical and theoretical correctives by mapping the relationships
between the trade regime, the political order, and the international system before advancing an
agent-centered constructivist framework that repositions the trade regime within a more holistic
understanding of domestic and global capitalist political development. This perspective critically
reveals the centrality of financial globalization, the changing international role of the dollar, and
the neoliberal restructuring of the state in driving postwar trade reconfiguration.
Chapter three challenges conventional accounts by identifying the interactive decay of the
Bretton Woods system and the New Deal trade regime as the critical juncture in the regime’s
neoliberal reconfiguration. I argue that a negative feedback loop replaced the mutually reinforcing
relationship between the international monetary system and the domestic trade regime in the
postwar period by giving rise to an overvalued dollar that damaged trade competitiveness, which
in turn undermined confidence in the dollar and fueled speculative attacks that brought down
Bretton Woods. Within this tumultuous landscape, I show that competing factions of domestic
actors developed four rival crisis interpretations and blueprints for reform that provided the basis
for collective action. President Nixon became convinced of the contestable “unfair trade”
diagnosis, which provided the justification for his full-scale trade offensive through the New
Economic Policy (NEP). I emphasize the pragmatic appeals of his hegemonic strategy, which
11

sought to revitalize the domestic compact by deflecting adjustment through monetary and
commercial power. Nixon’s gamble temporarily calmed the trade crisis and supported his secondterm shift away from New Deal liberalism but set in motion revolutionary macroeconomic
processes that would later critically challenge his principal objectives.
Chapter four continues targeting the traditional interpretation of the 1970s as a decade of
strategic and institutional continuity. I examine the regime’s restructuring motivated by the
negative feedback loop and decisively shaped by the NEP with groundbreaking implications for
the international trading system. I reveal how policy entrepreneurs in the state and business reacted
to intensifying protectionist demands and labor’s defection from the supporting coalition by
crafting a political strategy to fuse the “free” and “fair” trade coalitions around a nascent corporate
political infrastructure and a new blueprint for reform. The Trade Act of 1974, premised on the
Williams Commission report, set in motion new path dependent processes by imposing nonmajoritarian frameworks for policymaking and administration, changing interest group structure
and goals, and transforming state capacity. The Act crucially institutionalized a trade strategy
oriented toward the deflection of adjustment that translated into the Tokyo Round negotiations.
Throughout the chapter, I underscore the convoluted coexistence of New Deal and neoliberal ideas
in the crisis diagnoses and institutional blueprints as well as the role of U.S. hegemony as a deeper
anchor for the neoliberal turns of both the regime and the political order.
Chapter five focuses on the second postwar trade crisis in the 1980s, which is identified as
a pivotal inflection point in the regime and the order catalyzed by intercurrent friction between
neoliberal trade and macroeconomic policies. I trace its roots to the “neoliberal dilemma,” or the
conflict between liberal trade and finance, which the postwar system mitigated through illiberal
finance and fixed exchange rates but resurfaced with the intensifying drive to construct an open
international economic system. Co-development of U.S. neoliberal macroeconomic policies and
Japan’s high savings, export-oriented growth model catalyzed the crisis by generating
unprecedented inflows of capital and goods that undermined Reagan’s trade agenda from the
outset, a vital instance in which interactive dynamics delimited U.S. policies and practices. The
crisis once again led actors to develop competing diagnoses and blueprints. The resolution,
however, reflected the path dependent processes spawned by the 1970s crisis and the
abandonment of New Deal liberalism. Reagan, under fierce pressure from Congress, resuscitated
Nixon’s liberal economic nationalism to reap the benefits of capital inflows and offset costs by
deflecting adjustment through aggressive unilateral trade policies and dollar depreciation. The
trade crisis, however, caused the failure of the Reagan revolution and inspired its replacement by
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a national competitiveness dialogue developed by an ascendant neoliberal faction of the
Democratic Party.
Chapter six concentrates on U.S. efforts to develop rules discipling intellectual property,
services, and investment. Existing approaches commonly treat the “new issues” as a natural
extension of postwar liberalization following the success of tariff reductions. By contrast, I
contend they comprised a “global industrial policy” that responded to the crisis of industrial capital
and the restructuring of U.S. economic hegemony by transforming the trade system into an
international legal framework to support GVCs and secure market access for emerging sectors. In
the 1970s, policy entrepreneurs developed separate political strategies shaped by the 1974 Act to
embed the new issues in the regime. The Office of the U.S. Trade Representative (USTR) worked
in tandem with multinationals between 1981 and 1984 to compress the new issues into an agenda
sold as a liberal response to competitive decline and new patterns of U.S. – Japan co-development.
From 1985, USTR prioritized its international diffusion through negotiations and as the leading
priority of its aggressive unilateral agenda. Uncovering these dynamics challenges the prevailing
wisdom on U.S. structural power by revealing its inconstant sources and dependence on relational
power for reproduction. Chapter six furthermore provides an essential corrective to the
neoliberalism literature by showing the crucial role of state support for the internationalization of
production in the defeat of New Deal liberal industrial policies.
In chapter seven, I demonstrate how these long-term historical processes culminated in the
American-led reconstitution of the international trading system in the 1990s and early 2000s. The
chapter focuses on three defining initiatives: NAFTA, the Uruguay Round, and China’s WTO
accession. I argue that this moment of crystallization should not be understood as a reversion to
classical orthodoxy following the tumultuous trade politics of the 1980s despite the decade’s
liberal triumphalism. Instead, I show how these archetypal neoliberal agreements, made possible
by conversion of the Democrats, remained profoundly shaped by an enduring nationalist impulse
that sought to consolidate economic and geopolitical dominance through global expansion.
NAFTA offered a revolutionary solution to Japanese competition and reconfigured trade patterns
by establishing an exclusionary continental export platform structured around vertically integrated
production. In the Uruguay Round, U.S. officials advanced the global industrial policy and
realized the creation of a judicialized dispute settlement mechanism intended to combat unfair
trade and increase compliance. China’s admission to the WTO not only emerged at the heart of
the strategy to socialize the emerging superpower into the international order but also opened
critical opportunities for multinationals to disintegrate production and access new markets.
However, I also draw on the theoretical framework to show how these defining achievements of
13

the neoliberal regime paradoxically embedded endogenous fault lines that contributed to its own
unravelling.
The conclusion, after reviewing the main empirical and theoretical contributions, offers a
new interpretation of the Trump-Biden disjuncture before outlining a vision for the post-neoliberal
trade regime that heeds the historical lessons excavated by this project. I identify the roots of the
disjuncture in the neoliberal regime’s unstable consolidation and reveal critical ways in which the
global financial crisis triggered its implosion along predominantly pre-existing fault lines
spanning the regime, order, and system. Trump’s trade agenda, grounded in the particularities of
his virulent racist and xenophobic nationalism, was executed by Washington insiders who
replicated Reagan’s and Nixon’s coercive strategies to reproduce U.S. structural power by
deflecting adjustment and pressuring foreign countries to adopt liberal trade policies with two key
twists: a rhetorical commitment to reshoring production in select industries, often contradicted in
practice by his policies, and the aggressive use of illiberal trade to promote national security
objectives as part of a sharp escalation of confrontation with China.
Trump’s destabilizing “beggar-thy-neighbor” approach is not the only path forward.
Biden’s continuation of his China strategy suggests the breakdown of the boundaries between
trade and national security are likely to remain a core facet of trade politics moving ahead. More
broadly, however, his administration is advancing the foundations for a more stable postneoliberal trade regime and international trading system by beginning the process of reintegrating
trade into a more comprehensive economic agenda grounded in expansionary policies to reduce
inequality and accelerate decarbonization. To succeed, U.S. officials will need to replace an
exhausted set of hegemonic tactics with a new strategy to address the macroeconomic and
institutional sources of trade instabilities, which can enable the urgent reorientation of
international trade regulation toward the true existential threat of the twenty-first century: climate
change. The greatest challenge to this project is most likely to come not from great power
competition, but from within.
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Chapter Two
U.S. Trade Politics in Space and Time
The dramatic reorientation of U.S. trade policy under President Trump sent shockwaves through
the Washington establishment. This unanticipated rupture blindsided policymakers and academics
alike, who scrambled to comprehend the causal origins of the sharp divergence from liberal
orthodoxy and the prevailing consensus. The widely conceded failure of mainstream IPE to
explain the reversal led to the field’s explanatory convergence on temporally proximate and
exogenous factors first identified by economists including the China Shock and a populist
backlash against globalization. I argue IPE’s recent shortcomings are indicative of a larger
dilemma that underlies its deficient treatment of the U.S. trade regime’s historical development:
the dominance of research paradigms that are ahistorical or advance unpersuasive explanations of
change due to their overreliance on rationalist micro-foundations, quarantined analysis of trade
politics, and underdeveloped conceptualizations of institutions and power. These issues have
spawned incomplete and incorrect interpretations of the dynamics driving the regime’s
development and, as a consequence, contribute to a misleading emphasis on continuity that
distorts our understanding of the rise and fall of particular configurations of trade governance.
In response, this chapter develops an alternative analytical framework that accentuates
endogenous sources of transformation by drawing upon insights from ideational and historical
institutionalisms, American Political Development (APD), and macroeconomics. I contend its
holistic approach holds three major advantages. First, by replacing essentialized rational interests
with an agent-centered constructivism, the framework offers a more nuanced theorization of
institutions as a source of continuity and change that nevertheless recovers an appreciation for the
creative potential of political entrepreneurs. Second, by shifting attention from micro-foundations
toward interactivity with the political order and international system, the framework resituates the
regime’s evolution within broader transformations in the domestic and global political economies,
in particular the changing structure of the international monetary and financial systems and the
neoliberal reconfiguration of the state. The incorporation of macro-processes crucially enables us
to identify new causal relationships and endogenize the main sources of crisis. Finally, the
framework enhances our understanding of the forms and application of U.S. power, illuminating
how its targeted use reshaped domestic institutions and coalitions in addition to the global political
economy. Overall, the chapter presents a new way of understanding U.S. trade politics across
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space and time that responds to calls for non-reductionist, pluralistic, and problem-driven IPE
research.30
The chapter proceeds in six sections. I begin by critically engaging the dominant research
paradigms. The first section grants special attention to the blind spots of ahistorical IPE before
critiquing leading interest group and institutional explanations of U.S. trade reconfiguration. The
second section defines three core components of the analytical framework – the trade regime, the
political order, and the international system – and presents a conceptual schematic that illuminates
their interdependencies. The third section establishes the theoretical basis for the explanation of
internal regime processes, placing particular emphasis on the ideational, political, and institutional
dynamics responsible for driving change and continuity. The regime’s interactivity with the global
macroeconomy and the political order are examined in the fourth section. The fifth section applies
these arguments to the postwar era in order to delineate the foundations of two discrete New Deal
and neoliberal regimes. The sixth section concludes.
The Puzzle of Trade Reconfiguration
The central puzzle motivating this thesis is the question of what drives continuity and change in
the U.S. trade regime. Mainstream IPE, however, has effectively ignored this conundrum for more
than two decades since its convergence on the Open Economic Politics (OEP) paradigm. The
“American school” of IPE turned to the liberal, rationalist, and quantitative framework in the
1990s in an attempt to establish an empirically valid set of micro-foundations.31 OEP is a “bottomup” approach that begins with individuals, sectors, or factors of production as the units of analysis
and derives interests from their position within the international economy.32 It then conceives of
domestic institutions as mechanisms that aggregate interests and structure the bargaining of
competing groups before progressing to inter-state bargaining when necessary. Numerous
scholars began openly questioning OEP’s dominance following the global financial crisis and
again after Trump’s election.33 Some of these penetrating critiques are considered below. The
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most fundamental problem, however, is that OEP leaves many of “the big, important real world
puzzles” in U.S. trade politics unexamined due to its inability to explain change.34
OEP redrew IPE’s boundaries with profound ramifications for the questions asked about
trade and the methods used to answer them. OEP trade scholarship, as Oatley shows, rests on three
underlying assumptions: that trade politics are characterized by law-like empirical regularities that
hold across time and space; that the primary purpose of trade research is to discover or identify
these law-like empirical regularities; and that an empirical framework based on linear regression
provides the most appropriate method for their identification.35 OEP’s rise therefore demoted case
studies and attentiveness to the temporal dimensions of social processes in favor of large-n
statistical studies examining individual interests, institutions, and international interactions in
isolation from each other. Leading debates include the determinants of individual trade
preferences, the influence of regime type and electoral systems, and the design and function of
dispute settlement mechanisms. While important, the unfortunate result is that IPE has ceded the
explanation of major trade developments, including the contemporary U.S. rupture, to other
disciplines that lack appropriate methodological tools for historically contextualized analysis.
The recent dearth of mainstream IPE publications on U.S. trade reconfiguration requires
engaging an older set of studies that mostly predate the “scientific turn” and the critical
scholarship. These follow two main approaches: interest group and institutional. Interest group
analysis is OEP’s theoretical antecedent. Trade policy, according to this perspective, is determined
by the interaction among competing societal actors. Mainstream studies traditionally build on
microeconomic models such as Stolper-Samuelson or Ricardo-Viner to explain how factor
endowments or sectoral differences shape preferences over policy outcomes. Preferences are
deemed rational and “analytically prior to politics.”36 Changing preferences are identified as the
causal mechanism behind the move to freer trade. Studies attribute the shift to factors including
the intensification of international economic interdependence, the decline or restructuring of
protectionist industries, and reductions in the costs of trade that heighten the opportunity costs of
protection.37 Critical interest group studies similarly identify business as “the motor force” of

34

Kathleen McNamara, “Of Intellectual Monocultures and the Study of IPE,” Review of International Political
Economy 16, no. 1 (2009): 73.
35
Thomas Oatley, “Open Economy Politics and Trade Policy,” Review of International Political Economy 24, no. 4
(2017).
36
Andrew Moravcsik, “Taking Preferences Seriously: A Liberal Theory of International Politics,” International
Organization 51, no. 4 (1997): 517.
37
For a review, see Helen Milner, “The Political Economy of International Trade,” Annual Review of Political
Science 2, no. 1 (1999).

17

liberalization.38 Whereas some retain the liberal assumptions of mainstream accounts, others
employ social class arguments to contest the existence of a fractured business community and
instead assign importance to the collective agency of capital or multinational corporations.39
The second approach foregrounds the role of institutions in filtering societal demands and
international pressures, contending that different arrangements generate distinct policy outcomes.
Historical and sociological institutionalist studies on U.S. trade politics typically emphasize the
allocation of powers between congress and the president.40 Most contend congressional
dominance prior to the Reciprocal Trade Agreements Act of 1934 (RTAA) fostered protectionism
by leaving policymakers exposed to societal pressures for restrictions. The RTAA, by delegating
authorities to the executive, is determined to have instigated the U.S. liberal trajectory.41 The thesis
repeatedly engages foundational accounts by Destler and Chorev that trace institutional
development over time.42 Destler builds on Schattschneider’s core insight from his seminal study
on the Smoot-Hawley Tariff Act of 1930: that the domestic bargaining process favors
concentrated producer interests over unorganized consumers.43 Destler correspondingly contends
the “main story in American trade politics” is the development and continuity of the “1934
system” of anti-protectionist counterweights constructed by state officials to insulate themselves
from protectionist demands. Chorev similarly identifies successive institutional reforms as the
principal factor enabling liberalization but, in contrast with Destler, joins other critical scholars in
arguing that internationalist business advanced them to reshape the policymaking process to their
advantage.44
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The thesis draws heavily on insights from the historical institutionalist tradition, including
its critique of interest group accounts. From a theoretical standpoint, interest group studies
premised on microeconomic models essentialize rational interests across time in a way that offers
a simplistic image of human motivation and leaves them poorly equipped to predict unique
outcomes. Material determinism neglects the social embeddedness of actors, who make sense of
their interests through interactions with their surroundings.45 Pressure group accounts more
broadly fail to appreciate the role of rules and norms in influencing choices and that historical
development creates “a different kind of political game” over time by shifting the structures that
shape political contestation.46 They also encounter empirical difficulties and struggle to explain
inflection points in regime development. Two examples are the decline in protectionism during
the 1980s despite the intensification of protectionist demands and, more recently, the imposition
of steep tariffs on China despite vociferous opposition from powerful interest groups.
The leading institutionalist interpretations, however, also fail to capture essential
components of trade reconfiguration. To begin, the studies overemphasize continuity due in part
to their neglect of ideational processes. Destler, for example, advances a fundamentally
conservative view of regime development premised on the adaptation of the 1934 system. Chorev
more accurately depicts forward momentum of trade reconfiguration but nevertheless understates
its revolutionary scale of change by restricting her rational and material argument to the design of
formal institutions. The limitations of non-ideational historical institutionalism contribute to this
shortcoming. Historical institutionalism predicts a world of stability and persistence with few
sources of change outside of exogenous shocks. For Blyth, the problem stems from historical
institutionalism’s treatment of institutions as ontologically prior to the interests of actors.47 Béland
identifies three related issues: historical institutionalism says little about agenda-setting and the
construction of the problems and issues actors seek to address; its theories are better at specifying
the rules of the game than the content of the policy proposals they promote within concrete
institutional settings; and its emphasis on institutional legacies neglects the political strategies
actors develop to build support for their policy alternatives.48
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The institutionalist literature’s narrow lens, in particular its absence of sustained
engagement with the global macroeconomy and political order, also leaves it susceptible to the
omissions of important causal dynamics and the treatment of interdependent events as
independent. In recent years, scholars have levied these charges against the OEP scholarship.
Oatley warns that OEP’s “reductionist gamble” inappropriately risks producing inaccurate
knowledge by studying domestic politics in isolation from international or macro processes, which
overlooks their interactivity within complex social systems.49 Blyth and Matthijs raise further
concerns about the field’s missing macro-foundations.50 They correctly discern that contemporary
IPE “is curiously quiet on the content and consequences of the global macroeconomy when it is
not directly looking at moments of crisis.”51 They contend the field, in addition to assuming
permanently low volatility, reduces the global macroeconomy to an exogenous force that
generates relative price shifts. Their response is to reconceptualize it as an evolutionary system
that directly influences and links events across time and space.
The institutional literature reproduces both problems as a consequence of its treatment of
trade as a separate and analytically distinct domain. Overall, IPE adopts a surprisingly siloed
approach to the study of trade and the macroeconomy despite widespread appreciation for the
inextricable link between trade, money, and finance. There exists an immense body of IPE
scholarship on the influence of international institutions, especially the GATT and WTO, in
facilitating U.S. and global trade liberalization. Few studies, by contrast, problematize the
interactivity of trade with exchange rates and global finance.52 The oversight reinforces the
literature’s overemphasis on continuity by obfuscating the macroeconomic sources of the two
major crises in the postwar period and intertemporal linkages driven by changing patterns of trade
flows stemming from this restructuring. Chorev disregards the macroeconomy altogether and
suffers from substantial omitted variable biases as a result. Destler incorporates macroeconomic
phenomena but gives short thrift to their influence on normative reorientation and institutional
design, advances a reductive interpretation of the macroeconomic causes of the U.S. trade deficit
which therefore inaccurately depicts the specific path of U.S. integration into the global economy,
and frequently discounts intertemporal interdependencies driven by the macroeconomy.
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The failure to study postwar trade development within the context of changes in the
political order is equally troubling, specifically its abstraction from the fall of the New Deal order
and the rise of neoliberalism. Mainstream accounts not only reject an ideational connection
between trade and neoliberalism in favor of a commitment to ideological continuity grounded in
neoclassical trade theories but additionally exhibit a strong orientation toward causal mechanisms
emanating from within the regime that ignores broader societal shifts. The critical literature offers
a partial corrective on this front, in particular by highlighting distributional conflicts, the growing
political power and coherence of business, and the decline of organized labor. These accounts,
however, commonly fail to specify the qualities, characteristics, or features that actually make
trade “neoliberal” and, by doing so, fall into the same trap as the mainstream accounts of
overemphasizing continuous postwar development. The most egregious disappointment of the
critical literature, however, is the failure to interrogate the deep tensions between neoliberal trade
and macroeconomic policies. The political economy literature presents an opportunity to rectify
this shortcoming but instead reinforces the chasm by adopting a domestic orientation that too
frequently overlooks the incoherencies and conflicts within the early neoliberal project.
Finally, the literature advances an underdeveloped conceptualization of power. When
incorporated, leading accounts tend to uncritically reproduce the contentions of hegemonic
stability theory and liberal internationalism. The main thrust of these arguments is that the United
States, as a beneficent hegemon, used its unbridled dominance after World War II to construct
and the maintain a liberal rules-based international trading system premised on a commitment to
multilateralism that imposed constraints on its ability to abuse that power.53 Proponents attributed
the increase in domestic protectionism in the 1970s and 1980s to hegemonic decline and, although
these arguments subsided with the end of the Cold War, which gave rise to a renaissance of liberal
internationalism, are once again advancing them to explain the recent shifts in U.S. trade
policies.54
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The thesis, by contrast, aligns with critical critiques that underscore the persistent
importance of U.S. commercial and structural power and re-center macroeconomic turmoil as a
principal source of trade disputes.55 In addition to misidentifying the source of crisis, the emphasis
on benevolent hegemony exacerbates the problem of omitted variable bias. U.S. officials
repeatedly resorted to hegemonic tactics in order to restructure international institutions and the
domestic economies of major trading partners in addition to reshaping the domestic political
landscape by reinforcing supporting coalitions, defeating protectionist legislation, and enhancing
the prospects for liberalization. Power, in other words, expanded the policy choices available to
state and nonstate actors at specific moments in time and its application posed intertemporal
ramifications by influencing institutional design amidst critical junctures. Its omission
furthermore obfuscates how changes in trade and monetary institutions at the domestic and
international levels shaped the capacity to project power. The ubiquitous tension between liberal
ideals and nationalist motivations lies at the core of the U.S. postwar trade project and is a central
theme of this study.56
In sum, I argue that institutionalism offers the best methodological approach for explaining
trade reconfiguration but that we require a deeper way of thinking about institutions as the motor
of change; a more holistic lens to examine interactivity with the global macroeconomy and the
political order; and a more clearly developed approach to the international and domestic dynamics
of U.S. power in international trade. The first step, then, is to develop a conceptual model that
enables the mapping of governing arrangements and the development of causal propositions about
the bases of stability and the sources, direction, and scale of change.
Mapping the U.S. Trade Regime
To build its holistic framework, the thesis introduces the concepts of policy regimes and political
orders to the trade literature. Regimes are frequently invoked in political science yet remain
uncommon in trade analyses and, when used, are often left undefined.57 The term brings to mind
Keohane’s definition of international regimes as “sets of implicit or explicit principles, norms,
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rules, and decision-making procedures around which actor expectations converge.”58 The thesis,
however, draws from the welfare state literature, which is better suited to the analysis of domestic
politics. Regimes are “an enduring configuration of institutions and policies that are closely
interconnected, exhibiting shared aims and characteristics and evolving in tandem over long
periods of time.”59 “To talk of a ‘regime,’” Esping-Andersen writes, “is to denote the fact that in
the relation between state and economy a complex of legal and organizational features are
systematically interwoven.”60 Ideas, or shared aims, are the glue that bind a regime through the
establishment of shared commitments concerning policy and purpose. Institutions, often
developed piecemeal over time, are engrained with principles and interests and therefore laden
with ideational and distributional consequences that can produce corresponding tensions. Interests
are the constituencies that contest the contours of the regime and establish its governing capacity.
The U.S. trade regime, defined as such, consists of three linked institutional components
bound together by a set of aims and shaped by the efforts of social coalitions to advance their
interests. The first is the constellation of domestic institutions and policies that structure trade
policymaking and administration. This expansive category includes the core of the regime: the
various organs of government involved in the policymaking process and the statutes, rules, and
regulations governing a wide range of issues including but not limited to customs duties, import
remedies, and trade enforcement measures. The second consists of complementary trade-related
programs and policies intended to redistribute import adjustment costs, such as labor and
industrial adjustment assistance programs, and improve the international competitiveness of
domestic firms, such as export promotion, export financing, and subsidy programs. The third is
the treaty-based international law to which U.S. state and private sector actors are subject through
bilateral and multilateral negotiations and participation in international organizations such as the
GATT / WTO.
The trade regime is, by definition, situated within an overarching political and economic
setting that APD scholars demarcate into political orders. The core components of orders are
similar to those of policy regimes albeit with a national scope: governing institutions, enduring
political coalitions, and overarching purposes as expressed in rules and policies. Orren and
together over time, a bundle of patterns…exhibiting coherence and predictability while other
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things change around them.”61 Orders, according to Gerstle and Fraser, are relatively long periods
of stability possessing an “ideological character, a moral perspective, and a set of political
relationships among policy elites, interest groups, and electoral constituencies.”62 Neither regimes
nor orders are static and both are shaped by mechanisms outside this pairing, including the
international system – a third component integrated below. The specification of this relationship,
however, is critical for understanding regime composition and change.
I argue the regime-order relationship is reciprocal but nested and asymmetrical. They
evolve in tandem, but can be mutually reinforcing or operate in tension. The regime influences
the order as a subcomponent. Potential avenues include coalitional composition and the structure
of other policy regimes through interactive processes such as “tradification” (i.e. the extension of
trade law into domestic regulation) and balance of payments and import adjustment pressures.63
The order’s greater impact on the regime is both direct and institutionally mediated. Orders should
be expected to influence trade objectives, coalitions, and institutions. Regime legitimacy is tied
into its ability to deliver outcomes aligned with the order’s principles. The order, for example,
shapes perceptions of the state’s appropriate role in competitiveness and adjustment, the balance
between market access and other objectives, and even the definition of what constitutes a trade
barrier. The institutionally mediated effects are equally significant. Among the most important are
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the distribution of power among societal interests, the dominant modes of profit accumulation,
and the interactive relationship between the trade regime and the fiscal and monetary regimes.
The regime and the order both fall within the international system. The international
system is comprised of the international institutions, rules, and arrangements that structure the
global political economy including the trade, monetary, and financial systems. The relationships
between the system, order, and regime are once again interactive. In a simplistic modeling, the
international trading system is determined by domestic political and economic processes that
underlie inter-state negotiations over institutional design and policy content, the outcomes of
which conversely restructure domestic politics by altering the rules of the game and trade flows.
The IPE literature, as noted above, remains overwhelmingly focused on this aspect of the political
economy of international trade. This choice to study trade in isolation, however, underappreciates
the macroeconomic determinants of trade flows and the corresponding political effects. For one,
the structure of international monetary relations determines the exchange rate mechanism and the
international availability of liquidity. The financial system, in particular the cross-border mobility
of capital, influences exchange rate levels and the ability to finance balance of payments deficits.
The balance of payments links the international system to the order and the regime as well
as trade to financial and fiscal policies.64 The current account balance, which is equivalent to the
investment-savings gap in the economy, necessarily equals the difference between a country’s
imports of assets from foreigners and exports of assets to them.65 The current and financial
accounts must, by definition, balance to zero because any international transaction automatically
gives rise to two offsetting entries in the balance of payments. Countries with current account
deficits therefore must have financial account surpluses whereas those with current account
surpluses must have financial account deficits. Current account deficits, put differently, occur
when domestic investments exceed national savings. This imbalance can either be created by
foreign capital pulled in by demand for increased consumption (i.e. a domestic “savings deficit”
covered by foreigners) or excess savings pushed onto it by surplus countries (i.e. a foreign
“savings glut”). The politics of the trade regime are therefore intimately intertwined with both
domestic and foreign macroeconomic policies and the system of global finance.
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Ideas, Political Strategies, and Institutional Change
The next two sections elaborate the theoretical framework, beginning with intra-regime
developments. The thesis integrates historical institutionalist mechanisms of path dependence and
positive feedback with an appreciation for ideational processes. Ideational institutionalism
emerged out of dissatisfaction with structural and historical institutionalist accounts.66 The
structural literature, due to its reliance on rational responses to material phenomena, leaves little
room for agency and struggles to explain divergent responses to shared events. Ideational scholars
simultaneously challenged historical institutionalism for being “too open at the front end and too
closed at the back end” or, put differently, struggling to endogenize change.67 The ideational
scholarship is divided by its own debates. This thesis aligns with studies that critique paradigmatic
approaches for replicating historical institutionalism’s overdependence on exogeneous change
and underappreciating the transformative potential of political entrepreneurs. I advance an agentcentered constructivism that illuminates the pragmatic use of ideas while nevertheless dissolving
the distinction between ideas and interests. These claims neither suggest actors behave in ways
that conflict with self-interest nor that ideas are the sole driver of change. Instead, this approach
seeks to specify which ideas contribute to the selection of goals actors choose to pursue.
The thesis correspondingly identifies two roles for ideas. The first, which is detailed in the
next section, concerns how ideational change can reshape the meaning of core trade principles
and produce dynamic frictions between policy regimes. The emphasis herein is on their role as
the anchor of political strategies, which are identified as a fundamental driver of regime change.
Drawing on Jabko, political strategies are defined as socially constructed methods of collective
action.68 For McNamara, ideas enable the construction of coalitions by serving as the basis for
shared analyses.69 Political entrepreneurs can therefore strategically use ideas to facilitate
agreement.70 Jabko extends this claim further, showing that actors need not share a diagnosis so
long as they find an objective that enables them to work toward separate goals simultaneously.
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The “social construction of strategy” differs from rationalist conceptions because actors neither
control the long-term effects of their cooperation nor do they know whether they have chosen an
appropriate strategy. Participation in strategic coalition building can even affect preferences over
time through incremental adjustment toward common objectives.71 Political strategy also crucially
escapes simplistic treatments of the state as either autonomous or a preference aggregator by
opening the possibility of public – private collaboration and co-constitution.
This discussion raises an important question: under what conditions are political strategies
likely to be successful? Their use herein underpins a bimodal theory of change combining the
typically juxtaposed punctuated and gradual models. The former divides historical development
into periods of stability disrupted by critical junctures, defined as brief periods of flux during
which the range of plausible choices expands and the consequences of decisions increases.72
Scholars commonly attribute critical junctures to economic and political crises. Materialists stress
their effect on structural determinants such as power and economic production.73 Hay, by contrast,
reconceptualizes crises as moments of decisive intervention and, in doing so, illuminates their
essential “narrativity.”74 Widmaier, Blyth, and Seabrooke similarly underscore interpretive
context, contending the rationalist assumption that agents automatically and unproblematically
respond to crises in a predictable manner advances an impoverished view of agency, especially in
moments of widespread uncertainty. They instead foreground questions about “what a crisis
means, and how it should be institutionally solved.”75 In such moments, “crisis defining” ideas
play an essential role in persuading agents of the correctness of a particular diagnosis. Crises thus
function as critical junctures precisely because agents interpret events differently.76
The thesis builds on this approach to propose four components of change amidst critical
junctures.77 First, actors interpret events as a crisis and develop rival diagnoses premised on
competing crisis defining ideas. Political entrepreneurs draw on the cognitive frameworks at their
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disposal to construct strategies of action that advance “blueprints” for reform. This process, rather
than a simple regurgitation of an internalized exogenous framework, more closely reflects the
sociological concept of “bricolage” in which actors creatively piece together programs responsive
to political and institutional conditions.78 Second, crisis defining ideas enable collective action by
serving as the basis for coalition building. Ideas can shift the balance of political power by serving
as “coalition magnets” that bring together new sets of actors by reshaping perceived interests or
policy preferences and awakening new preferences among actors not previously engaged on an
issue.79 Highly ambiguous and polysemic ideas are appealing to coalition builders and can
increase their odds of success by attracting a greater number of constituencies with heterogenous
preferences.80 Third, actors deploy ideas as “weapons.”81 Ideas are used to reshape public
discourse by challenging the legitimacy of existing arrangements and competing proposals in
addition to building support for desired reforms. Finally, blueprints are embedded into institutions
and provide the basis for subsequent periods of stability by instigating path dependent
developmental trajectories driven by self-reinforcing positive feedback.82
The punctuated model captures major shifts in the regime’s frameworks for policymaking
and administration. Institutions, however, also change in gradual and subtle ways over time that
can be equally consequential for structuring behavior and shaping political outcomes. Particularly
prevalent in the U.S. trade regime is layering, which Mahoney and Thelen define as “the
introduction of new rules on top of or alongside existing ones” through amendments, revisions, or
additions.83 Congress, rather than periodically repealing legislation and writing new laws,
typically tweaks or rewrites existing trade statutes. In fact, the main U.S. trade laws remain the
Tariff Act of 1930 and the Trade Act of 1974, although both have been so thoroughly amended
that neither bears much resemblance to their original form.84 Prime examples of layering depicted
in the following chapters include the embedding and expansion of new non-tariff policies into
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U.S. trade law such as services, intellectual property, and investment as well as the reform of the
policy instruments underlying U.S. commercial power, in particular Section 301 authorities.
The political strategies employed to secure layered changes function similarly to those
developed in the aftermath of crises. Strategic actors continue to pursue objectives within
restructured institutional landscapes and will do so in ways influenced by the rewritten “rules of
the game.” Reconfigured institutions can give rise to new strategies and policy outcomes by
redefining interests, removing barriers to reform, enhancing or limiting access to policymakers,
triggering reactive strategies, or otherwise altering the distribution of power in a given political
setting. These coalitions may pursue narrower and more clearly defined objectives in comparison
with conflicts over the broader regime framework. Actors rely on ideational processes to construct
policy problems and solutions that provide the basis for collective action, discursive contestation,
and institutional reform. Gradual reforms can also give rise to a distinct type of path dependent
process called “policy feedback,” which alters ensuing political development by giving rise to
new interest groups, creating incentives for political mobilization, and transforming state
capacities.85
The incorporation of gradual change substantially improves our understanding of the
endogenous processes that motivate regime transformation. Gradual change also helps answer a
crucial outstanding question: what drives regime reconfiguration if trade politics exhibit path
dependencies? Crises, as explained above, are an important part of the answer. I suggest that
regime transformation, however, is more likely to occur following in the aftermath of a crisis if it
is already weakened or actively contested. In order to do so, I draw on the concept of “policy
regime decay,” which Sheingate defines as a deterioration of its political foundations.86 Sheingate
explains that durable regimes are characterized by positive feedback effects between their three
principal components. He therefore turns to the literature on self-reinforcing negative feedback to
understand how regimes that were once on path dependent trajectories can unravel from within.
Building on these studies, he disaggregates deterioration into three components: an erosion of
consensus over policy goals, an unraveling of support coalitions, and an exhaustion of institutional
capacity to structure the policy process. The trade regime is thus susceptible to disruption from
internal tensions and contradictions in addition to external forces, which is where we now turn.
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The Interactivity of Regime Development
The second component of the holistic analytical framework outlines the regime’s macrofoundations in order to place internal dynamics within a broader ontology of capitalist political
development. This critical step reintroduces causal dynamics omitted by OEP, pressure group,
and narrow institutionalist accounts and illuminates important linkages between events across
space and time. Changes in both the global and national political economies are crucial to the
story of U.S. trade reconfiguration. Internationally, the changing structure of the monetary and
financial systems influenced the regime’s trajectory by fomenting crises, reorienting trade flows,
and remaking U.S. monetary power. Domestically, the ascendance of neoliberalism triggered
incurrent clashes that supplanted the regime’s ideological foundations, reshaped the trajectory of
the political order, and upended power dynamics in the political system that translated into the
regime. In drawing out these interdependencies, the thesis underscores the need to examine
ideational processes with an appreciation for other causal relationships in addition to challenging
standard interpretations of U.S. hegemonic decline and the internal coherence of the neoliberal
project.
The Regime and the International System
Foregrounding the interactivity between the trade regime and the global macroeconomy revives
an oft-forgotten lesson imparted by John Maynard Keynes more than ninety years ago: the
inseparability of trade from finance.87 When viewed through this lens, the spectacular resurgence
of financial globalization supersedes relative decline as the principal cause of trade turmoil and
reconfiguration in the postwar period. Two major crises, which respectively occurred in the early
1970s and 1980s, followed remarkably similar trajectories driven by macroeconomic volatility.
Capital inflows generated upward pressure on the dollar’s exchange rate; the strong dollar
intensified competitive pressures on domestic manufacturing and labor by attracting imports and
increasing the cost of exports; and actors who interpreted the events as crises responded by
developing political strategies premised on competing sets of “crisis defining” ideas that
ultimately shaped their resolution. Static comparison, however, obfuscates a fundamental
difference between them revealed through an institutionalist attentiveness to time and sequencing.
The second occurred within a political economic landscape indelibly transformed by the first.
The thesis argues the regime’s evolution occurred in close correspondence with the
restructuring of the monetary and financial systems. In brief, the Bretton Woods system and the
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post-Bretton Woods global dollar system imposed different structural pressures through their
discrete effects on trade, capital, and investment flows and on U.S. monetary power. Monetary
power, a concept coined by Cohen, is defined as the ability to delay and deflect the adjustment
costs required by balance of payments deficits.88 Bretton Woods enshrined the dollar as numeraire.
Capital controls helped support the system of fixed exchange rates and avert disequilibrating
capital movements from forcing offsetting adjustments in the trade account.89 The illiberal
financial system also prevented the emergence of substantial current account imbalances by
forcing deficit countries to adjust. The dollar-gold standard institutionalized U.S. monetary power
by encouraging foreign central banks to accumulate its government obligations to defend their
peg and finance trade. The global demand for dollars enabled the U.S. to increase consumption
by creating a captive market for its debt, part of what Valerie Giscard d’Estaing famously called
its “exorbitant privilege,” albeit within limits.90 The New Deal regime, further bolstered by U.S.
current account surpluses and protected by tariffs, thus faced limited import adjustment pressures.
From the mid-1960s, the unraveling of Bretton Woods amidst the re-emergence of global
finance precipitously changed this status quo. The transition to the global dollar system inverted
the U.S. position in the international economy from the world’s largest exporter of goods and
capital to its largest importer of both. Floating exchange rates, which many U.S. neoliberals
expected would restore the American trade surplus, ultimately brought about the opposite. The
global dollar system enhanced U.S. monetary power through two unforeseen and intertwined
outcomes directly connected to the explosion in cross-border capital flows: the ability to run
unprecedented fiscal deficits while indefinitely delaying balance of payments adjustment and a
surge in foreign appetite for dollar-denominated debt in order to manage exchange rates to
maintain access to the U.S. consumer market, invest in the world’s premier safe asset, and

88

Cohen, Currency Power.
Eric Helleiner, States and the Reemergence of Global Finance: From Bretton Woods to the 1990s (Ithaca:
Cornell University Press, 1994).
90
Barry Eichengreen, Exorbitant Privilege: The Rise and Fall of the Dollar and the Future of the International
Monetary System (Oxford: Oxford University Press, 2012).
89

31

maintain global liquidity. These macroeconomic dynamics, however, fundamentally transformed
international trade. Financial volatility triggered future trade crises, including the 1980s exchange
rate shock. More broadly, the global dollar system restructured international trade and investment
patterns by giving rise to a new era of global macroeconomic imbalances. For the United States,
the combination of “pulled” and “pushed” capital inflows necessarily translated into a current
account deficit driven by substantial import growth in manufactured goods.
The global dollar system combined with rapidly expanding trade driven by technological
advancements and the acceleration of international growth to place a fundamentally new set of
structural pressures on the regime with novel distributional ramifications. The sustained U.S.
current account deficit exacerbated the displacement of productive capacity, shifted the
composition of the economy toward services and non-tradeable sectors, placed downward
pressure on wages, and reduced the bargaining power of labor.91 Consumers benefited from the
deficit through access to a greater selection of low-cost goods and the ability to consume “beyond
the export possibility frontier,” or the imports purchased by its exports, which helped offset
stagnant wage growth.92 The increased reliance on global supply chains additionally enhanced
corporate productivity and reduced inflationary pressures by expanding access to intermediate
goods and capitalizing on the global division of labor. The dollar system also critically changed
the toolkit available to U.S. officials to respond to the intensified import adjustment pressures
created by the new patterns of trade and capital flows. The end of fixed rates enabled competitive
depreciations to increase manufactured goods exports and manage domestic trade politics by
mitigating the destabilizing protectionist pressures created by capital inflows. Carter, Reagan, and
Clinton all used this aspect of monetary power at pivotal conjunctures to achieve political and
economic objectives with path dependent ramifications.
This interactive lens thus sheds important insights into the changing foundations of U.S.
power in trade as well as the implications for regime development. On one hand, the framework
reinforces arguments that accentuate the augmentation of U.S. structural power following the
collapse of Bretton Woods.93 The U.S. not only derived tremendous benefits from the inflows of
goods and capital but simultaneously increased its capacity to deflect the corresponding
adjustment costs. The regular use of monetary power to advance its commercial interests further
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complicates beneficent interpretations of American hegemony.94 On the other hand, the
framework draws attention to limits of U.S. power by showing how its choices and options were
structured by other states, in particular through what Green calls the “unintended and unexpected
outcomes of codevelopment.”95 U.S. officials consistently failed to coerce trade partners pursuing
late-development strategies into abandoning their own competitive depreciation tactics based
upon the recycling of export earnings into U.S. financial assets, ultimately provoking retaliation
through the trade regime. Foreign capital “pushed” into the U.S. exacerbated the aforementioned
distributional ramifications, which destabilized trade politics and incentivized non-majoritarian
institutions, and also created cheap credit conditions that fueled indebtedness and financial
bubbles.
The Regime and the Political Order
Having reviewed the interdependencies between the trade regime and the global macroeconomy,
the final component of the analytical framework is to incorporate the political order into our
analysis. To do so, I build upon the work of APD scholars who stress the emergence of the
neoliberal political order as a lasting, durable shift in governing authority from its New Deal
antecedent and employ the concept of “intercurrence” to underscore the institutional dynamism
produced by the clash between ascendant neoliberal ideas, policies, and institutions and
established New Deal commitments. Resituating the trade regime within the evolution of the
political order simultaneously allows us to improve our understanding of the causal mechanisms
driving the regime’s developmental trajectory and complicate overly smooth paradigmatic
narratives that depict the emergence of neoliberalism as natural and inexorable.
Orren and Skowronek offer the landmark contributions on intercurrence, which forms a
central component of their foundational argument on American political development.96 Drawing
on historical institutionalism, the scholars contend that even revolutionary change is most likely
to occur through institutional layering rather than wholesale replacement. The institutions of the
polity, rather than being recreated all at once, are formed at different times, in light of different
experiences, and often for very different purposes. Derived from this insight is the concept of
intercurrence, which describes “the simultaneous operation of older and newer instruments of
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governance” as the “normal state of the political universe.”97 This tendency of several different
sets of unsynchronized rules and norms to be operating simultaneously makes them likely to “abut
and grate” as part of “a political landscape riddled with incongruities and subject to continuous
friction among its various components.”98 “Any realistic depiction of politics in time,” they
determine, “will include multiple orders, as well as the conflict and irresolution built into their
reciprocal interactions.”99 We are thus, as Lieberman contends, likely to find “the seeds of change
within politics” by focusing on the conflicts of “multiple concurrent orders.”100
Extending this logic, I contend the emergence of the neoliberal regime occurred in tandem
with the rise of the neoliberal order and that both reflect intercurrent clashes with not only the
New Deal order but also one another. The first aspect of this argument must address how
neoliberalism, as a polysemic cluster of ideas, replaced New Deal liberalism at the heart of the
trade regime. One manner was by influencing the “crisis defining” ideas used to build coalitions
in support of institutional transformation. More broadly, neoliberalism became the basis for the
regime’s shared normative principles: the superiority of market-based competition and the need
for a strong state to provide the necessary extra-economic conditions for markets to flourish. I also
contend neoliberal ideas redefined core trade principles and legitimated new approaches to
institutional design and import adjustment. This component is difficult to trace. The challenge is
further compounded by the fact that trade discourse relies heavily on rhetorical short-cuts such as
“free trade,” “trade barriers,” and “trade distortions.”101 This ambiguity, however, also helps
explain why the scholarship overlooks the substantial postwar ideational reconfiguration.
Concerning trade rules, the rise of neoliberalism altered perceptions of the policies and
programs subjectable to disciplines. As Lang explains, all government actions influence
international trade flows in some form or another.102 The definition of barriers, therefore, depends
on shared or negotiated understandings of what constitute “normal,” “fair,” or legitimate forms of
market intervention.103 One consequence is that both government regulation and the lack thereof
(e.g. intellectual property rights) can be identified as barriers and distortions, which helped drive
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the shift from comparative to substantive or absolute obligations. Public choice theories, which
displaced pluralist explanations of collective action, legitimated the construction of nonmajoritarian trade institutions at the domestic and international levels by formalizing an
understanding of trade politics as driven by “rent seeking” protectionists.104 In particular, public
choice assumptions underpinned the constitutional arguments that provided the blueprint for the
WTO by proposing a vertical diffusion of power away from national governments to protect
liberal trade from the disruptions of democratic politics.105 Neoliberal antagonism toward
industrial planning and redistribution undergirded a reoriented market-based approach to labor
and industrial adjustment that left New Deal institutions exposed to policy drift and active
dismantling.
Equally significant and more central to the arguments advanced herein were the
intercurrent synergies and frictions that shaped the development of both the regime and the
political order. Domestically, the fundamental intellectual shift was the move from Keynesianism
to monetarism and supply-side economics.106 The political remobilization of business is widely
appreciated as a driving force behind their propagation amidst the apparent crisis of New Deal
liberalism.107 Despite its omission from the trade literature, the thesis reveals that the enhanced
political infrastructure not only titled the balance of political power toward business but also
played an essential role in facilitating the cross-sectoral cooperation that enabled the construction
of the neoliberal regime and in shifting the ideological landscape in the trade domain. The
neoliberalism literature, by contrast, neglects the role of import penetration and the resulting
downward pressure on prices in motivating business to confront organized labor, as well as the
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threat of sweeping import and investment restrictions in the late 1960s and early 1970s in
catalyzing the business mobilization. I similarly show how the reinvention of the Democratic
Party served as a critical force in the crystallization of the neoliberal regime and intra-party
factional battles over trade helped motivated its departure from New Deal liberalism.
The quarantined analysis of neoliberal trade and macroeconomic policies even more
importantly obscures their reciprocal interactivity. The two programs, despite forming core
components of the same political project to resuscitate free markets, clashed catastrophically in
the 1980s with momentous implications for their future development and the neoliberal order as
a whole. Early neoliberalism, as Best illuminates, proved an incontestable failure in its own right;
the monetarist and supply-side revolution neither defeated inflation nor delivered an uptick in
productivity and growth but instead translated into massive fiscal deficits that nearly tripled the
national debt.108 This failure, however, also combined with the global dollar system and financial
globalization to set in motion the intercurrent conflict that upended multiple neoliberal policy
regimes. High interest rates and enormous deficits attracted the unprecedented and unanticipated
capital inflows that catalyzed the exchange rate shock and new pattern of trade flows. The import
surge in turn exacerbated the political backlash against Reagan’s macroeconomic agenda, which
ultimately helped pave the way for its replacement by New Keynesianism in the early 1990s.109
Building the Neoliberal Regime
The following chapters examine the evolution of the U.S. trade regime with an appreciation for
its interactivity with the political order and the global macroeconomy. In doing so, I challenge the
conventional periodization of its postwar development. The regime, from World War II until the
tumultuous decade of the 1970s, reproduced the compromise between economic growth and
political stability at the center of the New Deal order. The New Deal heralded a revolution in U.S.
trade policy. Circumscribed liberalism replaced the high tariffs and infant industry protectionism
that prevailed since the Civil War.110 Political support for open trade, which remained contested
in the 1930s, became generalized in the 1940s as a consequence of U.S. industrial dominance, an
association with peace, and Cold War strategic imperatives.
The dominant ideological paradigm, however, departed sharply from classical laissez-faire
liberalism and more closely reflected its “middle way” reimagining associated with
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Keynesianism, which sought to insulate the majority of the population from the rougher edges of
the capitalist system.111 These principles translated into an activist state that sought to shape and
stabilize markets through social and industrial policies intended to promote income equality and
full employment while maintaining the demand needed for economic growth.112 The New Deal
trade regime correspondingly paired the pursuit of growth and productivity enhancing tariff
liberalization in internationally competitive manufacturing sectors with a commitment to a social
compact premised on labor empowerment, economic security, and the minimization of
adjustment.
The RTAA provided its domestic institutional foundation. Policy entrepreneurs, most
famously Secretary of State Cordell Hull, responded to the Great Depression and the Smoot
Hawley Tariff Act by securing its passage as part of a “dazzling burst” of New Deal legislation
“designed to preserve both democracy and capitalism.”113 The RTAA enacted a profound shift in
the policymaking process intended to encourage liberalization. Congress delegated its
constitutionally mandated trade authorities to the president by authorizing, on a time-limited basis,
the negotiation and implementation of reciprocal agreements that cut tariffs up to 50 percent
without recourse to the legislature.114 Congress extended the RTAA nine times between 1934 and
1962, a period during which the State Department led bilateral and multilateral negotiations that
lowered U.S. tariffs from 46 percent to less than 12 percent.
Trade, welfare, and industrial policies protected the New Deal bargain from the resulting
intensification of international market forces. Tariff and non-tariff barriers (NTB) combined with
New Deal social safety net programs to mitigate adjustment and its costs. Presidents excluded
politically sensitive products from negotiations.115 Congress retained NTB authorities, which it
used to protect powerful industries using mechanisms such as the peril point and escape clause,
which were introduced in 1948 and 1951. President Kennedy established the Trade Adjustment
Assistance (TAA) program in 1962 to build support for further tariff reductions. New Deal
industrial and Cold War defense programs enhanced international competitiveness through major

111

Jonathan Kirshner, “Keynes, Capital Mobility and the Crisis of Embedded Liberalism,” Review of International
Political Economy 6, no. 3 (1999).
112
Judith Stein, Pivotal Decade: How the United States Traded Factories for Finance in the Seventies (New Haven:
Yale University Press, 2011).
113
Thomas Ferguson, “From Normalcy to New Deal: Industrial Structure, Party Competition, and American Public
Policy in the Great Depression,” International Organization 38, no. 01 (1984).
114
Many scholars note that neither delegation nor reciprocity were as novel as depicted in conventional accounts.
For example, see Jide Nzelibe, “The Illusion of the Free Trade Constitution,” New York University Journal of
Legislation and Public Policy 19, no. 1 (2016).
115
Judith Goldstein and Robert Gulotty, “America and Trade Liberalization: The Limits of Institutional Reform,”
International Organization 68, no. 02 (2014).

37

infrastructure initiatives, subsidized communication technologies and agricultural production, and
state-funded research to promote industrial innovation.116 Roosevelt founded the Export-Import
Bank shortly after the RTAA, although trade-specific industrial programs otherwise remained
rare.
Sectoral and geographic differences organized trade politics more than partisanship. The
Democratic Party dominated the political landscape throughout the New Deal order and favored
low tariffs that benefitted the agricultural constituencies of its southern representatives. Organized
labor, empowered by the National Industrial Recovery Act of 1933 and the National Labor
Relations Act of 1935, lobbied in favor of liberalization in the postwar period in addition to
international business and financial interests. The Republicans, who fiercely opposed the RTAA,
increasingly supported trade liberalization by the 1940s as their business constituents became
more dependent on global markets.117 Their conversion solidified the regime’s political durability.
Trade surpluses and limited import penetration bolstered political support. Americans conducted
less trade, in relative terms, between the New Deal and the 1960s than at any other point since the
Civil War.118 U.S. exports and imports as a percentage of goods production totaled only 6.3
percent and 5.6 percent in 1950 and 7.7 percent and 5.8 percent in 1960.119 The U.S.
predominantly engaged in inter-industry trade with other advanced economies and its foreign
investment, which remained comparatively restrained, served to access consumer markets and
extract commodities.
U.S. officials projected New Deal liberalism through the Bretton Woods institutions.120
The “embedded liberal” compromise sought to balance international economic liberalism with
national sovereignty and domestic interventionism.121 The GATT became the principal
international trade institution after the U.S. Senate rejected the International Trade Organization.
The flexible, non-discriminatory, multilateral arrangement prioritized avoiding a protectionist
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race-to-the-bottom over achieving free trade.122 Its rules accommodated the welfare state and
regulatory diversity alongside an array of safeguards, exemptions, exceptions, and restrictions to
support economic stability. The GATT’s technocratic “club model” shielded negotiators from
domestic politics while its “diplomatic ethos” disincentivized challenging the internal regulations
of other members.123 The Bretton Woods monetary and financial systems, as outlined above,
departed sharply from the classical gold standard by pegging exchange rates to the dollar and
legalizing capital controls to prevent disequilibrating capital flows from threatening domestic
macroeconomic autonomy or disrupting trade through exchange rate volatility and balance of
payments adjustment. Fixed rates and illiberal finance operated in tandem with U.S. hegemony to
stabilize the New Deal regime, which contained few institutional guardrails against protectionism.
The focus of the thesis is on the regime’s development from this New Deal configuration
into its neoliberal descendant. The domestic and international arrangements that underpinned
postwar stability and prosperity precipitously unraveled during the 1960s in a highly interactive
manner. One overlooked component of this process was the emergence of a negative feedback
loop between the New Deal trade regime and the Bretton Woods monetary system. The
overvalued dollar combined with strong foreign productivity growth to corrode the bargain at the
heart of the regime and further disrupt the class compromise underpinning the order, which was
already under threat from inflation. The deterioration of the U.S. trade position, in turn,
contributed to the loss of confidence in the dollar that helped bring down the monetary system
and unleash financial globalization. The sharp growth of imports and outbound foreign investment
accelerated the decay of the regime, which erupted into crisis in the final years of the decade.
These dynamics paved the way for its interactive neoliberal restructuring in the 1970s and 1980s
premised upon new ideational, coalitional, and institutional foundations and in correspondence
with a rapidly transforming global macroeconomic and domestic political economic landscape.
The neoliberal regime that crystallized in the 1990s following two decades of disruption
and reform proved strikingly new despite evolving out of New Deal arrangements. Intellectually,
the ascendance of neoliberal ideas about the superiority of market mechanisms and the role of the
state in economic life guided this transformation in the manner established in the previous
sections. Domestically, the “trade administrative state” surpassed in importance the separation of
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powers between the president and congress in the development and administration of trade
policies.124 This change, in particular when combined with the launch of the WTO, represented a
demonstrably new governance model. The Office of the U.S. Trade Representative (USTR),
which had modest roots in the 1960s, became the powerful leader and manager of an extensive
trade bureaucracy spanning more than a dozen executive branch agencies. USTR possesses
tremendous authority and reach while remaining subject to limited oversight. The agency
coordinates a closed policymaking process structured by “fast track” procedures for congressional
approval of trade agreements and an extensive advisory committee system through which it
formally communicates with the private sector in addition to being the subject of intense lobbying.
Overview and public input are even more limited in other domains including rulemaking,
compliance, adjudication, and enforcement.
U.S. trade law underwent a dramatic expansion in scope and depth that included the
establishment of absolute in addition to comparative obligations.125 Trade negotiations remained
limited to reciprocal tariff reductions in manufactured goods until the 1960s, when attention
shifted to the first wave of NTBs such as licensing requirements and health and safety regulations.
The introduction of fast track in the Trade Act of 1974 enabled the regime’s extension into markets
and regulatory areas previously excluded in the interest of economic and political stability or
merely because officials did not view them through the lens of trade. By 1995, the Uruguay Round
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introduced multilateral rules on an array of new issues including agriculture, intellectual property,
services, and investment. U.S. preferential agreements established “WTO plus” requirements in
these areas and extended further by disciplining core aspects of U.S. and foreign social compacts
ranging from competition policy and anti-corruption measures to labor protections and
environmental standards. This added scope and depth further elevated USTR, which, in a prime
example of the internationalization of the state, became responsible for reviewing the draft rules
of other agencies to ensure their compliance with U.S. international trade commitments.126
Market-reinforcing adjustment strategies replaced the market-constraining approach of the
New Deal regime. TAA programs for labor and firms became the target of frequent cuts and
irregular reauthorization even as tariff reductions and the growth of global trade intensified import
adjustment.127 Rather than legislated protection, the neoliberal regime mitigated the resulting
political pressures through a combination of administered “unfair trade” statutes (i.e. antidumping and countervailing duties) intended to minimize the risk of broader disruptions to
liberalization and aggressive tactics to “level the playing field” by liberalizing foreign markets
rather than limiting access to the domestic market. The U.S. state, widely misunderstood as a free
market paragon amidst the neoliberal order, in fact dramatically expanded its financing and
support of private sector efforts to commercialize new technologies in addition to heavily
investing in national security sectors.128 Export and investment promotion initiatives expanded in
both number and size despite occasionally coming under attack from both parties. Repeated efforts
to develop a coordinated industrial policy to enhance international competitiveness, however, fell
short.129
Partisanship and factors of production supplanted geographic and sectoral differences as
the core divisions of trade politics. The Republicans, refashioned by Ronald Reagan, became the
dominant party of the neoliberal order by achieving greater success in presidential elections and
breaking through the Democratic stronghold in Congress.130 Their trade positions aligned with a
politically dominant business sector increasingly unified around the neoliberal agenda, which
Democratic presidents also pursued vigorously despite fractures within the party’s congressional
delegation between the centrist New Democrats and factions aligned with a weakened labor
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movement and environmental and consumer groups. U.S. trade integration, structured by the
dollar system and financial liberalization, accelerated rapidly. Exports and imports of goods as a
percentage of production grew from 9.2 percent and 8.7 percent in 1970 to 18.2 percent and 23.2
percent in 1990.131 Total U.S. trade roughly tripled between 1987 and 2000. Merchandise trade
deficits exploded in the 1980s, nearing $160 billion in 1987, before moderating and skyrocketing
again to reach $665 billion in 2004. The heightened attention to regulatory harmonization was
driven by a sweeping corporate restructuring around global value chains and production networks.
By the early 1990s, U.S. intra-industry trade reached 83 percent and intra-firm trade accounted
for over 40 percent of total U.S. imports and 30 percent of its exports.132
Internationally, the U.S began aggressively promoting trade liberalization as a central
component of a broader set of neoliberal policy prescriptions widely known as the Washington
Consensus.133 The neoliberal regime reached its apex in the 1990s and early 2000s with the
ratification of NAFTA, the conclusion of the Uruguay Round, and China’s accession to the WTO.
NAFTA, the first North-South preferential trade agreement (PTA) concluded under GATT Article
XXIV, reflected the growing regionalization of global trade and the sharp growth in U.S. trade
with low-wage countries stimulated by the disintegration of production processes.134 Incremental
reforms had increased the legalization and juridification of the GATT since its founding.135 The
Uruguay Round nevertheless revolutionized international trade governance through its deeper
institutionalization and wider scope. The WTO established a new multi-scalar governance
structure that for the first time placed meaningful restrictions on U.S. policy autonomy while also
effectively reinforcing its closed domestic policymaking process. China’s accession exemplified
U.S. efforts to globalize the trading system following the end of the Cold War. By the Doha
Round, the WTO had 151 contracting members representing over 95 percent of world trade.
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Beyond Continuity: Explaining Regime Transitions
This thesis offers a new interpretation of the postwar evolution of the U.S. trade regime by shifting
attention to the interactive and institutional processes that drove its long-term development. This
chapter develops a conceptual schematic and theoretical framework that draw from ideational and
historical institutionalisms, APD, and macroeconomics. I introduce the concept of political
strategies in order to break through stale debates on the relative importance of interests or
institutions and state autonomy or capture by recovering the creative potential of political
entrepreneurs in both the public and private sectors and their pragmatic use of economic ideas. I
reorient the study of trade away from micro-foundations toward the regime’s complex
interdependencies with the political order and the global macroeconomy and, as a result, identify
new causal processes that motivated its development including financial globalization and
intercurrent tensions produced by the neoliberal restructuring of the state. The framework
furthermore refocuses on the forms, extent, and limits of U.S. power and its influence not only on
the restructuring of foreign states and the international trading system but also the development
of domestic institutions, the composition of trade coalitions, and even the pattern of global trade.
Based on these contributions, the thesis is able to capture the dynamism of the regime’s
incremental but radical transformation from its New Deal configuration into a discrete neoliberal
descendant over the course of the final three decades of the twentieth century.
In doing so, I contend that dominant IPE approaches are unable to capture these nuances
as a consequence of their ahistorical and quarantined analyses of the regime’s historical
development. The OEP paradigm, dominant since the 1990s, supplanted the field’s excavation of
evolutionary processes with a reductive search for law-like empirical regularities. The isolation
of individual variables constrains scholars from studying change and the system-level processes
that impact them not only in particular moments but also links them across space and time.
Pressure group models similarly presume the interests of actors based upon their position in the
global political economy, which neglects the social embeddedness of preference formation and
the mediating role of institutions. Leading institutional accounts, despite having the available tools
for more dynamic models, overemphasize continuity due to oversights that replicate the problems
of OEP and pressure group models. In particular, I contend their dual commitment to a narrow
lens and rational interests underlies a siloed perspective that misses the changing content of
postwar liberalism and critical interconnections with the political order and global
macroeconomy. The approach herein, by contrast, enables us to move beyond static and
conservative depictions of change by resituating trade politics within a broader ontology of
capitalist development.
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The ramifications for the focal points of this study are profound. Internationally, the
transition from Bretton Woods to the dollar system assumes supreme importance in the regime’s
reconfiguration from New Deal to neoliberal. The changing structure of global monetary and
financial relations shaped U.S. trade institutions by altering trade flows, precipitating import
shocks, inspiring coalitions to form around new objectives, and amplifying monetary power. The
uneven and combined development of the United States and Japan emerges as a particularly
crucial relationship that exemplifies the American capacity to project power but also the steep
limitations on its ability to set the terms and conditions of the global political economy.
Domestically, the concurrent rise of the neoliberal order emerges as a pivotal locus of change due
to its effects on power relations and party identities, the prevalence of certain economic ideas, and
the deep-seated tensions embedded within the neoliberal project. The clash between trade and
financial liberalization fueled the conditions that promoted the U.S. pursuit of legalized and
juridical arrangements. Within the regime, the thesis concentrates on the crisis defining ideas
formed by actors at pivotal inflection points and the ways in which their resultant political
strategies restructured institutions with path dependent outcomes. This approach, in addition to
providing a more compelling narration of its historical development, presents a different reading
of our contemporary moment that highlights its deeper antecedents. The following chapters
mobilize this theoretical framework to explain decisive moments in the regime’s evolution.
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Chapter Three
Macroeconomic Origins: The Demise of Bretton Woods and Rise of Global Finance
The collapse of the Bretton Woods system ranks among the most important events in the global
political economy since the Second World War but is seldom identified as an inflection point in
the U.S. trade regime or the international trading system. Chapter three employs archival data
from the Nixon Presidential Library and Museum, the George Meany Memorial AFL-CIO
Archives, and the Hagley Museum and Library to challenge this ruling narrative by arguing that
the decay of the New Deal trade regime was deeply intertwined with the profound transformations
in the global macroeconomy and that changes in U.S. trade, monetary, and financial policies
during this critical juncture both initiated the regime’s neoliberal turn and posed substantial
intertemporal implications for its development by catalyzing new global trading patterns. Rather
than emerging exclusively from domestic dynamics, the regime’s neoliberal restructuring also
stemmed from the manner in which U.S. policymakers and nonstate actors navigated this period
of heightened global macroeconomic turmoil. Elite strategies, most notably the decision to close
the gold window, produced a combination of intended and unintended outcomes that set the stage
for a decisive break with postwar trade policies and positioned the international dollar standard as
an essential structural anchor for the neoliberal reconfiguration of the state.
I contend the emergence of a negative feedback loop between the trade regime and the
international monetary system during the 1960s accelerated their concurrent decay. In designing
Bretton Woods, the United States prioritized the resurrection of international trade through the
development of a stable exchange rate system protected from financial speculation by capital
controls. Bretton Woods and the New Deal regime operated in a mutually reinforcing fashion in
the immediate postwar period due to shared norms and the asymmetry of the monetary system.
U.S. deficits fueled foreign recovery and the purchase of its own exports, which solidified the
domestic consensus favoring increasingly open trade. This dynamic proved short-lived due to
interactive dynamics bridging the regime, order, and system. Bretton Woods combined with
domestic inflation to give rise to an overvalued dollar that damaged trade competitiveness and
incentivized foreign investment, upsetting the political compromise at the center of the regime
and the New Deal order while spurring intense demands for import protection. The dwindling
U.S. trade surplus, in turn, undermined confidence in the dollar, which fueled speculative attacks
unleashed by the Euromarkets that threatened the stability of Bretton Woods.
The feedback loop created a pervasive sense of crisis exacerbated by widespread
uncertainty over the causes of the deteriorating trade balance that established the conditions for a
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major trade reconfiguration. Domestic actors developed four competing crises diagnoses and
blueprints premised on excess demand, unfair trade, deteriorating competitiveness, and foreign
investment that reflected the ideological tumult of the decade. The structural features of U.S.
hegemony held profound implications for the ideas that flourished. President Nixon, convinced of
the unfair trade interpretation through “inter-elite persuasion,” upended postwar precedent by
attributing the crisis to Japanese and European mercantilism.136 His New Economic Policy (NEP)
employed monetary power to launch a trade offensive intended to stabilize the domestic compact
by deflecting adjustment through revaluation and unilateral trade concessions. The appeals were
manifold. Nixon’s hegemonic strategy temporarily restored balance of payments equilibrium and
improved trade competitiveness by rewriting international rules rather than addressing
fundamental issues at home. In the short-term, the approach postponed the trade crisis and created
a permissive environment for liberal trade legislation and his shift away from New Deal
liberalism. In the medium-term, the dollar system and financial liberalization produced new
structural pressures on the regime by changing trade flows and distributional outcomes.
The chapter proceeds in six parts. The first problematizes the “forgotten” critical juncture
of the 1970s and revisits the arguments of hegemonic stability theorists and their critics for
insights. The chapter continues by establishing the emergence of a monetary-trade negative
feedback loop that undermined Bretton Woods and the New Deal regime with significant
implications for the broader New Deal order. The following two sections examine the trade crisis
in greater detail, illuminating how the feedback loop weakened the foundations of the New Deal
regime and created space for policymakers and nonstate actors to develop the four competing
crisis interpretations. Finally, the chapter traces the role of persuasion in Nixon’s decision-making
processes, the deeper appeal of the unfair trade diagnosis, and the multifaceted and intertemporal
ramifications of closing the gold window. The chapter concludes with further reflections on how
the end of Bretton Woods marked a key moment in the development of the neoliberal trade regime.
The Missing Macro-Foundations of Trade Reconfiguration
The U.S. trade literature does not widely recognize the 1970s as a turning point despite growing
appreciation for the decade as a pivotal moment of crisis, disjuncture, and transformation in the
domestic and global political economies.137 Most leading accounts, which stress continuity in U.S.
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trade politics and leadership, remain preoccupied with rising pressures for import protection and
the role of institutions or changing preferences in offsetting them.138 Missing macro-foundations
are a principal reason for this oversight, which extends to institutional studies. Chorev, as
examined further in chapter four, is one of the few trade scholars who foregrounds the decade’s
importance.139 However, she attributes the breakdown of postwar “selective protectionism” to the
brief recession of 1969-1970. This macroeconomic disregard carries into her analysis of
institutional reform, which weakens an important contribution on the Trade Act of 1974 by
obfuscating the influence of the NEP on its design and the importance of macroeconomic shifts
in reinforcing the path dependent trajectory the legislation set in motion.
The refutation of hegemonic stability theory (HST) undoubtedly played an important role
in refocusing trade scholars away from the decade. Engaging with HST theorists and their critics
can therefore generate useful insights for the analysis herein. HST arguments dominated the firstwave of IPE scholarship in the 1970s. Proponents contended unbridled U.S. supremacy after
World War II enabled the construction of a liberal economic order and that its decline in the 1960s
and 1970s reduced the willingness of U.S. elites to absorb the rising costs of sustaining the
international system, which is identified as the proximate cause for rising protectionism.140
Empirical and theoretical challenges reinforced by the end of the Cold War and the scientific turn
in IPE subsequently contributed to their precipitous decline in popularity.141 For our present
purposes, HST nevertheless directs attention to the scale of the 1970s trade crisis and also the
prevalence of belief in U.S. decline. From an interpretive context, what matters is whether agents
intersubjectively understood certain events as portending decline and, if so, what was to be done.
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Contemporaneous scholars who challenged the conclusions of HST theorists can help us
unpack the objectives and determinants of U.S. trade reconfiguration. In his seminal article, John
Ruggie accepts the decline thesis but contends the alleged trade discontinuities of the 1970s were
norm-governed changes aligned with the postwar “embedded liberal” compromise.142 The concept
of embedded liberalism accurately describes the bargain at the center of the New Deal regime,
capturing the critical role of protectionist policies in balancing its commitments to full
employment and robust growth. However, at least for the United States, Ruggie reverses the
directionality of the relationship. U.S. trade policies during the 1970s in fact sought to protect the
New Deal liberal compact at the expense of Bretton Woods and GATT embedded liberalism. The
GATT’s weak institutional framework furthermore meant that it held limited influence over U.S.
politics, which further indicates the sources of its trade policies were located elsewhere.
Susan Strange and David Calleo reveal the limits of the decline paradigm and a segmented
approach to the study of trade, money, and finance.143 Strange rejects the decline thesis on the
grounds of enduring U.S. structural power.144 Trade, she maintains, is a secondary structure in the
international system determined by the four primary structures: security, production, finance, and
knowledge. She was among the first to attribute trade instability in the 1970s not to decline but
“the disorder of the monetary and financial system” and the “tremendous structural changes that
have taken place in financial markets.”145 Calleo similarly challenges the decline thesis by
attributing international turmoil to U.S. efforts to subvert the constraints of the Bretton Woods
system in pursuit of domestic aspirations rather than its hegemonic decline. Both scholars point
us in the right direction: Strange by examining the interdependence of trade and the
macroeconomy and Calleo by focusing on the uses and abuses of U.S. power. Strange, however,
is limited by her unidirectional framework and thus fails to consider the reciprocal influence of
trade on macroeconomic policies. Calleo overemphasizes the causal dominance of inflation while
also neglecting the specific mechanisms through which the U.S. developed and employed its
power.
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The chapter rectifies these shortcomings by applying the dissertation’s theoretical
framework. I foreground the interactivity of the trade regime, the international system, and the
political order in their simultaneous erosion with particular attention to the macroeconomic
sources of disorder. Within this landscape, I deconstruct the ideational and political processes
through which new ideas emerged and gained traction. In such instances, the “politics of
persuasion” can emerge as a dominant causal mechanism.146 Elites contest the legitimacy of
claims about what a crisis means and how it should be institutionally solved, constructing
boundaries for reform in the process. Ideas, however, do not float freely.147 Structural features
may not dictate policy choice but can make certain crisis diagnoses more compelling.148 For
pragmatic political actors, the ability to resolve problems or popularity with powerful groups will
often prove more important than “correctness” or ideological purity. In this case, monetary power
enabled Nixon to resolve the crisis by forcing other countries to absorb adjustment costs.
The interactive lens also shapes our understanding of concurrent transformations in the
international system and the political order. I problematize prevailing arguments on the collapse
of Bretton Woods by centering U.S. trade politics. Scholars typically invoke the Triffin dilemma
or the Mundell-Fleming model to offer structural explanations for its inevitable breakdown.149
However, as Harold James also suggests, I contend the “heart of the story” in fact lies in Nixon’s
reaction to the surge of imports partially caused by the inflexible exchange rate mechanism.150
James, however, inaccurately suggests the Smithsonian Agreement failed to improve U.S. trade
performance by pointing to the sharp increase in its 1972 trade deficit when the revaluation simply
appeared in the trade data the following year. In addition, his contention that the principal
achievement was to avoid a major trade war by shifting political discontent from the trading
system on to the “prominent and emotional issues around the international role of the dollar”
misidentifies Nixon’s core audiences: Congress, domestic manufacturers, and organized labor.151
Finally, the chapter commences the dissertation’s extended critique of the literature on the
fall of the New Deal and the rise of neoliberalism by illuminating the international and structural
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contexts of these momentous shifts in the political order. The focus herein is two-fold. The first
is on reestablishing the global macroeconomy as a pivotal driver of the neoliberal reconfiguration
of the U.S. political order – an argument forcefully made by proponents of the “global
manufacturing glut” but overwhelmingly omitted from leading accounts on U.S. neoliberalism.152
The sole focus on the “causality of the international,” however, also risks neglecting what Panitch
and Gindin call the “internationalization of the state,” which captures the ongoing role of nation
states in constituting the international institutions of the postwar era.153 In particular, the thesis
contends that U.S. dollar hegemony, which provided the basis for both Bretton Woods and global
dollar system, served as a deeper anchor for the domestic processes that produced the neoliberal
trade regime and the neoliberal order. In this chapter, I focus on how U.S. officials employed
monetary power to defeat New Deal competitiveness strategies and establish a policymaking
climate ripe for liberal trade reforms by deflecting balance of payments and import adjustment.
The Unraveling of Bretton Woods and the New Deal Regime
This section identifies an overlooked set of interactive processes responsible for the erosion of the
New Deal regime and the Bretton Woods system: the emergence of a monetary-trade negative
feedback loop. These same dynamics helped rupture the class compact underpinning the New
Deal order and, in combination with rising inflation, precipitated the crisis of corporate
profitability in the late 1960s and 1970s that instigated the business campaign to discipline
organized labor.
The relationship between Bretton Woods and the New Deal regime initially exhibited selfreinforcing positive feedback effects. U.S. business, agricultural, and labor support for open trade
rested on their ability to export. The Truman administration discovered early on, however, that
Western Europe’s financial position was more precarious than expected. The inability to secure
dollars to pay for imports threatened postwar recovery, which held critical geopolitical
ramifications and severely restricted their ability to purchase U.S. exports. The revival of trade,
and thus the stability of the trade regime, depended on the U.S. willingness to fill this “dollar gap”
by running deficits to inject purchasing power into the global economy.154 Tariff cuts negotiated
through the GATT played a supportive but secondary role. The U.S. provided 1 to 2 percent of its
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GNP in aid from 1945 through the early 1950s, first in emergency relief, then in Marshall Plan
assistance, and finally in military aid.155 American exports and global trade flourished as a result.
The U.S. continued to benefit even as the dollar began to creep upward, enjoying the benefits of
cheap commodities imports during a time of limited import penetration and foreign competition.
This beneficial linkage abruptly transformed into a negative feedback loop aggravated by
the afflictions unsettling the New Deal order. The overvalued dollar, a fixture of the 1960s, and
the malfunctioning Bretton Woods adjustment mechanism were central to the problem. The
dollar’s weakness stemmed from domestic and international sources. On the domestic side, the
main issues were rising inflation and slowing productivity growth. U.S. officials capitalized on
monetary power to finance deficit spending on the Great Society and the Vietnam War. President
Johnson refused to counter inflationary expectations due to concerns that Congress would gut his
social agenda and instead relied on voluntary wage and prices guideposts, which failed to tame
inflation while intensifying business-labor conflict.156 The annual rate of inflation increased from
1 percent in 1961 to nearly 7 percent in 1970. Fixed exchange rates exported this inflation to the
rest of the world, which reduced willingness to hold dollars. The exhaustion of the postwar
business cycle also started to beset the basic heavy industries powering the postwar economy by
the late 1960s, giving rise to the deeper roots of stagflation.157 The main international sources
were West German and Japanese export-oriented growth strategies dependent on undervalued
currencies, reserve accumulation, capital controls, and trade barriers.158
The overvalued dollar combined with strong foreign productivity growth to generate an
import surge that upended the political compromise at the core of the New Deal regime. Export
competitiveness deteriorated and import penetration increased abruptly. From 1964 to 1971, U.S.
exports of manufactured goods increased by only 69 percent compared to a 144 percent increase
in imports. Annual imports tripled from $14.8 billion in 1961 to $45.5 billion in 1971. Import
growth accelerated from 5.5 percent per year in the early 1960s to 12.8 percent per year between
1964 and 1967 before exceeding 23 percent in 1968. Japanese imports alone increased by 96
percent between 1967 and 1970. The import surge hit high employment, labor-intensive
manufacturing sectors especially hard. The textile and apparel industries, among the largest
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Figure 3.1. U.S. merchandise trade, 1960 – 1972 (billions of dollars)

Year
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972

Exports
19.7
20.1
20.8
22.3
25.5
26.5
29.3
30.7
33.6
36.4
42.5
43.3
49.4

Imports
14.8
14.5
16.3
17.0
18.7
21.5
25.5
26.9
33.0
35.8
39.9
45.6
55.8

Balance
4.9
5.6
4.5
5.2
6.8
5.0
3.8
3.8
0.6
0.6
2.6
-2.3
-6.4

Source: U.S. Bureau of Economic Analysis

employers in the county, struggled as imports increased by 439 percent between 1958 and 1968.159
Steel imports expanded from just 1.2 percent of domestic consumption in 1955 to 17.9 percent in
1971 with a spike in the mid-1960s.160
The strong dollar, high foreign tariffs, and the U.S. tax code also combined to fuel the
international expansion of a new wave of multinational corporations (MNCs) that reinforced the
regime’s political divisions.161 Most U.S. MNCs remained vertically integrated firms in extractive
sectors before the 1960s. By the end of the decade, French journalist Jean-Jacques ServanSchreiber warned that U.S. firms were colonizing Europe by quoting figures that they controlled
15 percent of European production of consumer goods, 80 percent of appliances, 50 percent of
semi-conductors, and 95 percent of its output of integrated circuits.162 Other estimates suggest
U.S. MNCs produced 80 percent of Western Europe’s computers, 24 percent of its motor vehicles,
15 percent of its synthetic rubber, and 10 percent of its petrochemicals in the 1960s.163 Total U.S.
FDI increased from $32 billion in 1960 to $86 billion by 1971, when American MNCs held 52
percent of global FDI stock and financial resources nearing $300 billion. Foreign investment
surpassed exports as the preferred form of international exchange. By 1971, U.S. international
production as a percentage of exports reached almost 400 percent, which nearly doubled the ratio
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of the United Kingdom and was more than four and ten times greater than France and West
Germany.164
Figure 3.2. U.S. current account balance, 1960 – 1972
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Rising imports and foreign investment triggered a rapid deterioration of the U.S. balance
of payments. The trade surplus reached its post-1947 peak of $6 billion in 1964 but fell sharply
thereafter, plunging to $90 million in 1969. Determining the balance of payments consequences
of rising foreign direct investment proves complex. The direct investment account remained in
surplus and even improved over the 1960s, in no small part due to the imposition of voluntary and
then mandatory government controls on outflows in 1965 and 1968. MNCs continued their
international expansion by increasing their reliance on overseas borrowing while vociferously
opposing the controls, launching a coordinated campaign contending their investments improved
the balance of payments over the longer term by increasing the return flow of profits, in what
amounted to an argument for seigniorage.165 However, as Block explains, the manufacturing
investments responsible for postwar surge in FDI failed to generate a substantial return flow of
profits and furthermore appear to have damaged the trade balance by replacing exports and
diverting capital from the expansion and modernization of domestic facilities.166
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The worsening U.S. trade balance, in turn, contributed to a loss of confidence in the dollar
that threatened to bring down the international monetary system. The dollar problem commenced
as early as 1960, when U.S. foreign monetary liabilities exceeded its gold reserves and thus
destroyed the principle of convertibility on which dollar credibility rested. The Euromarkets,
which materialized in the mid-1950s and rapidly swelled into an immense pool of minimally
regulated offshore funds, simultaneously increased the dollar’s exposure to speculative attacks
while corroding the Bretton Woods commitment to contained finance.167 The U.S. responded with
New Deal tools that Treasury Undersecretary Robert Roosa called “outer perimeter defenses”
including capital controls to stem the outward flow of dollars and more overt uses of monetary
hegemony such as the creation of the “gold pool” and a central bank swap network.168 The dollar
crisis of 1968 forced the United States to break its link to gold, marking a major escalation of the
difficulties facing the Bretton Woods system. Trade surpluses became an essential means to offset
the balance of payments consequences of dollar outflows. Their disappearance risked a run on the
dollar that set the stage for Nixon’s decision to close the gold window.
The Crisis of the New Deal Regime
The negative feedback loop accelerated the decay of the New Deal regime by eroding consensus
over trade objectives, fracturing its supporting coalitions, and revealing its weak institutional
capacity to structure the policymaking process. The trade crisis, a central issue in its own right,
was complicated by its interdependence with the monetary question and the problems of the order,
creating a visceral sense of upheaval and uncertainty that opened space for new ideas to emerge.
The New Deal regime first descended into crisis in the aftermath of the Kennedy Round
negotiations as competition escalated over which groups would bear the adjustment costs of rising
economic interdependence. Special Trade Representative William Roth announced their
conclusion in May 1967 by proclaiming that in “scope and magnitude, the concessions to which
all major trading nations are committed are far greater than ever previously negotiated.”169 His
enthusiasm was quickly overshadowed by exploding trade tensions. In October, Roth warned the
54th NFTC Convention that its members had “never…met at such a time of testing for American
trade policy as we confront today.”170 The presiding officer of a May 1968 Chamber of Commerce
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conference entitled “The National Call to Action on the U.S. Foreign Trade Policy Crisis” declared
the U.S. faced its “first real crisis-year in trade policy since 1934.”171 The speakers, however,
failed to agree on its scale, causes, or solution. The Journal of Commerce reported in June that
free traders were comparing the political climate to the days before the Smoot-Hawley Act while
import-competing sectors and organized labor warned of crushing unemployment.172
Import competing industries lobbied for quotas and other forms of assistance. The Johnson
administration, under the terms of delegation established by the Trade Expansion Act of 1962,
required congressional approval of two important nontariff commitments in the Kennedy Round:
to participate in a new GATT antidumping code and eliminate the American Selling Price (ASP)
protection scheme. Congress rejected them both. Members of Congress under pressure from
constituent industries furthermore introduced dozens of bills to impose sector-specific quotas on
imports of steel, textiles, apparel, chemicals, glass, electronics, meat, lead, zinc, and dairy. The
House Ways and Means Committee hearings on the administration’s limited 1968 trade bill
reflected the protectionist sentiment. Only eight of the one hundred representatives who provided
testimony offered support and the overwhelming majority of public witnesses advocated for
import restrictions.173 The AFL-CIO delivered a destabilizing blow to the New Deal regime by
reversing its longstanding commitment to liberalization in 1969, splitting its supporting coalition
and laying the foundations for a sweeping reinterpretation of its trade platform. MNCs
countermobilized through the Emergency Committee for American Trade (ECAT), initially
launched in 1967 by twenty-two leading industrialists to offset the pressure for import quotas.174
Richard Nixon assumed the presidency in January 1969 and was confronted with
unresolved trade and balance of payments crises. His administration recognized the increasing
complexity of the international economic situation and sought to develop a new approach.
Presidential task forces on both subjects initiated the administration’s internal debate prior to
inauguration. The balance of payments task force, chaired by Harvard University professor and
leading neoliberal economist Gottfried Haberler, reached a conclusion forecasting Nixon’s
approach: that payments equilibrium “must be achieved without violating major objectives of
domestic economic policy.”175 Nixon launched an interagency working group led by Treasury
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Under Secretary Paul Volcker to form the administration’s international monetary policy and
issued three National Security Study Memoranda (NSSM) within his first three months requesting
evaluation of major trade issues.176
Interagency disputes over the nature of the trade crisis impeded progress toward a cohesive
agenda despite Nixon’s public commitment to move “toward freer trade rather than toward
protectionism.”177 NSSM 16 advised Nixon “the rapid deterioration of the U.S. trade balance…has
added fuel to the protectionist fire and has led many to call into question the fundamental
orientation of our trade policy” while conceding “it is difficult to disentangle all the factors
contributing to the decline in our trade surplus.”178 Divergent administration priorities exacerbated
the challenge.179 The State Department and NSC emphasized diplomatic considerations. Treasury
focused on the balance of payments. The Agriculture Department sought aggressive action to
eliminate barriers to farm exports and Commerce Secretary Maurice Stans launched a skirmish to
wrest control over the Office of the Special Representative for Trade Negotiations. Nixon’s
commitment to liberal trade also remained in doubt, complicated by his campaign promise to
protect textiles and desire to secure AFL-CIO support for his “New Majority.”180 Internal memos
reveal a primary reason for his statement was to secure space for necessary departures.181
Nixon decided in April 1969 to launch the Commission on International Trade and
Investment Policy (Williams Commission) as a consensus building measure to “review the entire
range of trade and production relationships among countries” and submit a modest
“housekeeping” bill that requested limited authority to reduce tariffs, liberalize the escape clause
and adjustment assistance, and eliminate ASP while awaiting the commission’s findings.182
Presidential briefing materials reveal both measures were intended to buy time for political and
planning purposes amidst continued disagreement over the factors underlying the deterioration of
the trade balance. NSC documents reveal the sole area of relative consensus was that Japan and
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other surplus nations needed to accept more responsibility by liberalizing trade and investment,
restraining textile exports, and absorbing the impact of U.S. adjustment.183
The administration, however, quickly lost control over the Trade Act of 1969 after the
collapse of high-profile negotiations with Japan on textile import quotas. The legislation became
the focal point of intense protectionist pressures. Paul McCracken, chairman of the Council of
Economic Advisers (CEA), sent Nixon a memo on July 2, 1970 entitled “The Crisis in Trade
Policy” warning of the “dangerous situation… shaping up in international trade” including a
potential trade war with Europe and Japan.184 C. Fred Bergsten, the influential international
economics adviser to Henry Kissinger, wrote on July 13 that “the trade policy crisis has now
become a total disaster” after the Ways and Means Committee rejected the repeal of the ASP.185
The reconfiguration of political coalitions led New York Times journalist Philip Shabecoff to
comment on the “strange bedfellows” supporting import restrictions and the “historic shifts of
position by basic economic interests in this country.”186 Organized labor joined forces with import
competing industries to lead nationwide rallies protesting trade-related job losses.187 The bill
passed the House but died in the Senate, which Nixon’s advisors attributed to ECAT’s lobbying.188
The Nixon administration instigated planning efforts following the close call that opened
the door for a major policy shift. Nixon sought to rectify the bureaucratic paralysis by launching
the White House Council on International Economic Policy (CIEP) to serve as a counterpart to
the NSC.189 The substantive questions remained unresolved. Bergsten captured the extent of
regime decay and policy uncertainty in a December 1970 memo shared with officials including
George Shultz, Arthur Laffer, and McCracken.190 Bergsten, reflecting on the administration’s
“continued ad hocery,” identified a political vacuum as the principal remaining dilemma following
the creation of the CIEP. He argued that “most of the constituencies which have supported the
essentially free trade approach of the last 35 years have either reversed their positions or become
relatively ineffective, and no new forces have developed to take over from them.” “Therefore,”
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he concluded, “the traditional approach must either be jettisoned or at least modified substantively,
or resumed on the basis of a new coalition of supporting political forces.”
Conflicting Crises and Competing Strategies for the 1970s
The widespread uncertainty over the causes underlying the deterioration of the U.S. trade position
instigated intra-elite conflict over “what has gone wrong” and “what is to be done.”191 Officials
and societal groups converged on four competing crisis diagnoses – excess demand, unfair trade,
deteriorating competitiveness, and foreign investment – and corresponding sets of institutional
blueprints. While exhibiting varying levels of overlap, the four offered conflicting assessments of
the crisis with sharp disagreements over the relative importance of inflation, foreign mercantilism,
industrial decline, and multinational corporations. The interpretations were grounded in different
economic philosophies, imbued with competing normative commitments, and advanced distinct
visions of the objectives for national trade policy and on the appropriate use of state power.
Interpretation 1: Excess Demand and Inflexible Exchange Rates
The excess demand diagnosis, which hewed most closely to classical liberal orthodoxy, held that
domestic inflation was the primary cause of the sharp rise in imports and slowing export growth.
Liberal economists principally espoused this position that placed the principal source of the crisis
in the political order. Most of them viewed the crisis through a balance of payments lens and
rejected both the deteriorating competitiveness and unfair trade diagnoses. “Overheating,”
McCracken argued, “is certainly the major cause in the deterioration of our trade balance in recent
years.”192 Volcker identified a sharp increase in imports of consumer and producer goods driven
by domestic inflation as the main culprit underlying the declining trade surplus, which dropped
from approximately one percent of GNP from 1960-1964 to 0.35 percent between 1965 and
1969.193 Federal Reserve economists estimated the trade surplus in 1969 would have been $4 to
$6 billion higher if, beginning in 1964, the U.S. had experienced four percent growth, maintained
full employment, and limited price increases to 1.5 percent per year.194 Hendrik Houthakker, a
Harvard economics professor serving on the CEA, found a similar magnitude in his own study.195
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The crisis, based on this interpretation, called for austere monetary and fiscal policies to
eliminate excess demand and restore payments equilibrium by halting the deterioration of the trade
account. Proponents also sought to smooth international adjustment by increasing the flexibility
of exchange rates. This platform largely captured the position of the State Department and the
NSC, which hoped to avoid aggressive policies that risked damaging alliances. Optimistic
predictions foresaw the United States returning to a surplus or at least a rough balance if domestic
inflation slowed or overseas inflation accelerated, particularly when combined with the new
export opportunities expected from the projected growth of real income overseas. The diagnosis
held that not all industries would participate in export expansion and that many would continue to
face sharp import competition even if overall import growth decelerated, leading to a natural
transition of capital and labor into sectors maintaining comparative advantage. Trade restrictions
were not seen as an appropriate response given the costs to consumer and the probability of
retaliation. Import competition was to be viewed not as a trade problem but an internal adjustment
issue affecting specific firms and requiring machinery for rapid adjustment.
Interpretation 2: Unfair Foreign Trade Practices
The unfair trade interpretation downplayed inflation and focused on alleged systemic biases and
foreign mercantilism. Treasury Secretary John Connally emerged as a leading proponent of this
position also popular with Congress and business. The diagnosis, which directly challenged the
postwar embedded liberal commitment to domestic autonomy, paired an emerging neoliberal
vision of the state with an explicit willingness to leverage U.S. power for nationalist objectives.
“Fair traders” advanced a three-part claim contending that: U.S. postwar beneficence and
prioritization of foreign policy objectives embedded structural disadvantages for its firms in the
international system; a proliferation of non-tariff barriers (NTBs) overshadowed the benefits of
declining tariffs and asymmetrically limited U.S. market access; and foreign governments
engaged in discriminatory interventionist policies including exchange rate manipulation, financial
assistance to firms, and government-sponsored industry reorganizations. Proponents such as
Texas Instruments Chairman Mark Shepherd Jr. charged the government with being “only
concerned about the balance of payments” and contended that in order “to cope with our problems,
we’ve got to develop a coordinated U.S. foreign trade policy…we don’t have one.”196
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The U.S. focus on NTBs grew steadily in the 1960s before the changing political and
ideational climate placed them at the forefront of the debate in the early 1970s.197 High profile
academic studies published by leading U.S. and British trade experts offered intellectual support
for escalating private sector demands to adopt a harder line against foreign economic
interventionism at the same time business escalated its attacks on the New Deal regulatory state.198
Proponents criticized Japan’s close-knit system of business-government coordination and targeted
restrictions on U.S. investments and imports. The European Economic Community (EEC)
emerged as the other major target with border taxes, government procurement practices, health
and environmental regulations, and the Common Agricultural Policy (CAP) topping the list of
complaints.199 Dollar overvaluation, according to this diagnosis, depended more on foreign
manipulation than inflation. Caterpillar Chairman William Blackie, for example, pressed U.S.
officials to challenge Japanese currency practices through GATT reforms.200 The diagnosis, which
helped bridge divisions between MNCs and domestic business by redirecting attention abroad,
helped foster a growing belief the GATT was ineffective and no longer capable of facilitating
mutually beneficial multilateral trade relations.
The main arguments underlying the unfair trade diagnosis were contested at the time. In
particular, the extent to which there had been a “proliferation” of foreign NTBs and whether these
limited U.S. trade and investment remained unclear. Comparative market statistics on tariff rates
and quantitative restrictions suggested fairly equal levels of protection by the U.S. and its major
trading partners.201 The U.S. also engaged in its own set of activities intended to increase export
competitiveness that included various subsidies and tax preferences.202 U.S. officials expressed
their own doubts. NSSM 16 notes that “Public attention is focusing on non-tariff barriers” and
that “concern exists that these barriers are rising and cancelling the effects of tariff reductions.”203
“However,” the report continues, “most non-tariff barriers have been on the books for years, and
with two major exceptions – border tax adjustments and agricultural measures – they have not
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been made more restrictive in recent years.” The section concludes by stating: “Many NTBs are
inextricably tied in with domestic policies. There is no accurate, organized information on the
effects of non-tariff barriers on our trade, or on that of any other country.”
Interpretation 3: Deteriorating International Competitiveness
The third interpretation identified deteriorating industrial competitiveness as a principal factor
underlying the declining trade balance. The stance, which embraced New Deal liberal economic
planning as a solution, first gained traction within the Commerce Department.204 Kenneth Davis,
assistant secretary for domestic and international business, became the first high-profile advocate
of enhanced government-business cooperation to match the sophisticated forms of cooperation
driving export growth in other countries.205 Other officials soon reached the same conclusion.
John Petty, assistant secretary of the treasury for international affairs, suggested to McCracken in
September 1969 that the U.S. take “a philosophical leaf from the existing industrial development
book of most of the European countries” by launching a program to replace imports with domestic
production.206 Assistant Secretary of Commerce for Science and Technology Myron Tribus
circulated a confidential report the following month arguing that “contrary to the prevailing view,
the primary cause of the deterioration so far has not been the ‘overheating’ of the U.S.
economy…but the principal foreign countries’ growth in industrial and technological capabilities
to supply manufactured goods for domestic demand and for export at rates faster that the U.S. rate
and at prices substantially lower than those prevailing in the U.S.”207
Peter Peterson, appointed by Nixon to lead the CIEP, championed this diagnosis. In April
1971, he submitted a 133-page memo requested by Nixon that proposed a fundamental change in
U.S. foreign economic policy and a new approach taking “the offensive against the defects in the
present international system, and in our own economy.”208 He concurred that inflation, Bretton
Woods, and foreign discrimination contributed to recent trade difficulties but challenged excess
demand and unfair trade proponents. For Peterson, the proposition that inflation alone was the
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cause “in my view, goes too far in that direction” and prosperity depended “mainly on our own
efforts rather than the actions of other countries.”
Peterson instead wanted to “take conscious and deliberate steps to make our economy
more competitive with those abroad” which required finding “new ways to harness our productive
potential to achieve our qualitative goals” including investments in plants and infrastructure,
higher spending on research and development, and targeted efforts to improve worker training.
He embraced an expansion of New Deal planning and actively courted union support.209 Peterson
saw a need to “predict the future and define new strategies in better ways than we ever have
before” and wanted the United States to “develop our own methods, define certain long-range
economic and technological objectives, and create sufficient certainty in the intention to meet
those objectives that our own private and public institutions can then generate the required longrange actions to do so.” He argued the government needed to “stimulate, subsidize, and plan” in
areas that are “in the long-term interest of the country and may be too expensive for the private
sector.”210 He also recommended the New Deal solution of a tripartite commission to improve
planning.211
Interpretation 4: Multinational Corporations and Foreign Investment
The fourth diagnosis, developed by the AFL-CIO and its allies, attributed the crisis to an array of
policy failures and structural transformations but singled out the “skyrocketing” rise in foreign
investment and technology transfer as the “basic, underlying causes.”212 Labor’s new platform,
announced in October 1969, proclaimed “the continuing deterioration of the U.S. position in world
trade required new national policies” and that “old concepts and labels of ‘free trade’ and
‘protectionism’ have become outdated.”213 The AFL-CIO explicitly positioned its agenda for an
“orderly expansion of trade” within the New Deal tradition but, in contrast with Peterson’s
commitment to growth, sought to secure full employment, labor standards, and high wages by
restricting internal adjustment through a sweeping expansion of the regulatory state. One official
compared trade to the New Deal regulation of banking, utilities, and drug production to argue that
“society generally is demanding more controls, not fewer, to assure that the fruits of our labor are
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shared more equitably and more productively.”214 Labor rejected the excess demand argument,
noting that other advanced economies experienced stronger trade performance in the 1960s
despite higher price rises, and pushed instead to rectify the payments imbalance through capital
controls.215
The AFL-CIO converted its diagnosis into an actionable institutional blueprint through
legislation called the Foreign Trade and Investment Act, also known as Burke-Hartke after its two
co-sponsors. Correspondence between co-sponsor Rep. James Burke (D-MA) and George Meany,
the president of the AFL-CIO, indicates work on the bill began in May prior to its September
introduction.216 Internal concept papers contend the “U.S. manufacturing force has been
‘adjusting’ to automation, trade and other problems for 25 years” and that “it is time to rethink
‘adjustment’ possibilities” through actions “to slow down the flow of imports and the outflow of
capital.”217 The legislation, which is revisited in chapter four, proposed sweeping limits on imports
through “sliding door” quotas intended to promote domestic production, new regulations on
capital and technology outflows, increased taxes on foreign earnings, and expedited relief for
industries and workers damaged by imports.218
The New Economic Policy: Nixon’s Monetary Solution to Trade Crisis
Nixon, presented with these four options, embraced the unfair trade and excess demand diagnoses,
although his commitment to combatting inflation largely stemmed from domestic prerogatives.
The NEP, announced on August 15, 1971, suspended dollar convertibility and imposed a ten
percent import surcharge and ninety-day wage and price freeze. Nixon became convinced of
relative decline and sought hegemonic renewal by pressuring trading partners into exchange rate
revaluations and unilateral trade concessions intended to swing its balance of payments by $13
billion. He justified the import surcharge as a means to combat “unfair exchange rates,” which he
called “a major reason why our trade balance has eroded over the past 15 years.”219 But why did
he choose this particular strategy? Inter-elite persuasion played a dominant role with the closed
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monetary policymaking process limiting external pressures. The answer, however, also lies in
U.S. monetary power and the demands of an evolving political landscape.
Peterson had by all accounts convinced Nixon of his “deteriorating competitiveness”
diagnosis in the spring of 1971. The Wall Street Journal reported that Nixon was “bowled over”
by his presentation and the conclusion that U.S. economic preeminence had come to an end.220
Nixon speechwriter William Safire wrote that Peterson temporarily became the president’s
“number one intellectual concubine” by “teaching Nixon what he wanted to know about ‘being
number one economically in the world’ when the United States could no longer be superior
militarily.”221 His prescriptions aligned with Nixon’s first term domestic agenda which, to the
surprise and frustration of many Republicans, paired social and environmental legislation with a
New Deal liberal economic agenda engineered by future Democratic senator Daniel Patrick
Moynihan.222 Nixon asked Peterson to present his findings to the cabinet, Congress, business
leaders, labor unions, and the press. Peterson’s public stature quickly grew and he began to
aggressively make his case to the press. He ended up on the cover of Businessweek and both the
New York Times and the Washington Post called him “an economic Kissinger.”
Peterson’s internal influence, however, rapidly declined. His proposal came under attack
from the administration’s economists and foreign policy officials. Houthakker charged Peterson
with being “biased in a mercantilist direction” and misrepresenting the objectives of trade.223 “One
would get the impression from this presentation,” he wrote, “that the main purpose of our foreign
trade is exports, which of course is putting things on their head.” Herbert Stein, another CEA
economist, similarly wrote to Peterson that he found “many of the propositions in your essay
unconvincing” and urged him to “seek more concentrated input from economists.”224 One NSC
official sought to block publication of the report on the grounds that it “would cause severe foreign
policy problems and, even worse, would contribute to Congressional pressure for a nationalistic
international economic policy.”225 Bergsten similarly cautioned Kissinger to resist Peterson’s bid
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to make foreign policy “the handmaiden of foreign economic policy” and to “use our political and
military muscle to pursue basically economic objectives.”226
More importantly, John Connally “swept Peterson aside” in Nixon’s hierarchy.227 Nixon
venerated Connally, a former Democratic governor of Texas, and believed him a likely successor
in the White House. Connally used this relationship, as well as his stronger institutional standing,
to assert primacy in international economic policy. Connally rebuffed efforts to empower the
CIEP.228 He argued to Nixon that its “genesis…did not lie in an idea it could or should take over
the role of responsible operating agencies” and that international monetary policy “by law and
tradition, lies under your direction with the Treasury.”229 Nixon determined that the “Connally 1man responsibility route is the best” and that “this is an area where he should be the lead man.”230
Connally played the central role in designing the NEP, through which he hoped to avoid a
run on U.S. gold reserves before the 1972 election by deflecting adjustment to improve the U.S.
trade balance.231 He asked Volcker to prepare a contingency plan for suspending convertibility in
June, when new trade data revealing the U.S. was set to run its first trade deficit since 1893
convinced Treasury officials the existing parities could no longer be maintained.232 On August 2,
Connally met with Nixon, who agreed on a set of measures including closing the gold window,
wage and price controls, and tax cuts. Connally also proposed the import surcharge to promote
exchange rate realignment and secure trade concessions. Nixon invited his economic advisers to
Camp David with selling pressures on the dollar increasing due to a fear that Britain would be
forced to convert its reserves.233 The announcement of the NEP kicked off a period of frenzied
negotiations during which the U.S. failed to secure unilateral trade concessions but negotiated an
8 percent trade-weighted depreciation of the dollar against OECD currencies through the
Smithsonian Agreement. Nixon hailed it as “the most significant monetary agreement in the
history of the world” and removed the ten percent surcharge two days later.234
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Business organizations including the Chamber of Commerce and NAM initially offered
retroactive support for the NEP despite its imposition of Keynesian wage and price controls, which
inspire the ire of conservative Republicans in Congress.235 However, in contrast with the business
role in designing the Trade Act of 1974, there is no evidence to suggest they had more than an
indirect influence on it through their role in popularizing the unfair trade diagnosis.236 White
House staffer George Crawford summarized the intra-administration dynamics in a memo to Peter
Flanigan, who served as Peterson’s successor as CIEP director. According to Crawford, “Peter
Peterson’s greatest and best known achievement is probably his chart presentation, which alerted
the President, or rather focused him within a systematic analytical framework on a new fact of life
– that the United States’ economic supremacy was gone. We were getting the short end of the
stick; couldn’t afford it much longer and action was required. It remained to John Connally to
persuade the President of the tactics needed to solve the problem, and orchestrate the very bold
but hardly unconventional solution of revaluation and a tougher bargaining stance on trade
matters.”237
The deeper appeal of Connally’s solution is readily apparent. The NEP employed
monetary power to transform the dollar’s retreat into a reassertion of hegemony and, in the
process, temporarily restored balance of payments equilibrium and improved competitiveness
without inflationary domestic spending programs requiring congressional approval. The Bretton
Woods system impaired the United States from regularly deflecting adjustment but, due to the
gold-dollar standard, it retained the unique capacity to invoke what might be called the “nuclear
option” of demanding revaluations under threat of dissolving the system. The NEP offered a
vehicle to unify disparate domestic business interests and undercut intensifying protectionism.
Volcker later argued that “the devaluation itself was the strongest argument we had to repel
protectionism” while contending the operating premise throughout was to secure more open trade
and capital markets to accomplish the necessary balance of payments adjustment.238 Nixon’s
decision to back away from his first term commitment to economic planning before the 1972
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election further increased its appeal. The NEP, by deflecting adjustment, supported a domestic
policy reversal commonly appreciated as a key turning point in the New Deal order.239
The timing could not have been worse for the AFL-CIO, coming just weeks before the
introduction of Burke-Hartke. The federation was deeply skeptical of the NEP. Chief economist
Elizabeth Jager contended in an internal memo that the “surcharge and a large dollar revaluation
may not curb many additional imports” because “prices are not the only reason for importing” and
“the cost differences here and abroad or the markup on imports may be very great.”240 The AFLCIO charged Nixon of advancing a “band-aid approach to lull us all into continued slumber while
the crisis continues to grow” and argued that devaluation “cannot solve America’s problems”
because “U.S. balance of trade and payments problems are not merely price problems, as
devaluation would assume.”241 The devaluation, combined with a major MNC campaign detailed
in chapter four, nonetheless secured the defeat of their preferred alternative.
The NEP signaled the emergence of an increasingly assertive U.S. foreign economic
policy that helped dissipate remaining momentum for New Deal liberal solutions. The package
included a handful of policies to improve trade performance, most notably the DISC export
subsidy, but nothing approaching Peterson’s recommendations. Peterson continued his efforts
following the announcement. He promoted an agenda on “U.S. competitiveness, growth, and
productivity in the 1970s” through a range of projects including a manpower and educational
initiative entitled “one hundred million jobs by the end of the next ten years” and a project to
enhance the U.S. industrial technological position.242 Labor Secretary James Hodgson wrote
Nixon in September to strongly endorse the “employment-generating features” advanced by
Peterson.243 Hodgson claimed his pro-active approach could appease labor and advocated for the
federal government to “assume a new level of responsibility and a more activist role in the job
market.” Yet Peterson’s January 1972 memo to Nixon proposing the administration tie future
trade legislation with a comprehensive domestic competitiveness strategy is marked in red ink:
“The President did not see.”244 Three weeks later he was promoted out of the White House to
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become secretary of commerce, a position to which he was not reappointed following the 1972
election.
The Global Dollar System, Liberal Finance, and the Trade Regime
The NEP unintentionally unleashed revolutionary transformations in the international monetary
and financial systems with profound ramifications for the trade regime and the political order.
Nixon and Connolly hoped to inaugur a new era in the global political economy but in fact made
a profound tactical miscalculation.245 They sought to extinguish domestic protectionism and
restore monetary stability by strengthening the U.S. trade position through devaluation and trade
concessions. Hot capital flows, however, had destabilized Bretton Woods to the extent that its
preservation required extensive multilateral cooperation, which deteriorated in the aftermath of
their unilateral actions. Furthermore, although monetary hegemony gave U.S. officials extensive
control over the workings of Bretton Woods, Nixon and Connolly vastly overestimated their
ability to force trading partners into making unilateral concessions. The EEC and Japan rebuffed
their efforts, only agreeing to launch the new multilateral negotiations that became the Tokyo
Round.246
The international monetary system unraveled over the following fourteen months. The
June 1972 sterling crisis presented the first challenge to the Smithsonian parities. In February
1973, the Nixon administration negotiated a second devaluation in response to a dollar crisis
catalyzed by the partial removal of wage-price controls and data revealing the U.S. trade deficit
increased to $6.4 billion in 1972. The new parities lasted just two weeks before speculation
resumed despite being even larger than the Smithsonian adjustment. Treasury Secretary George
Shultz, appointed in June 1972, used the opportunity to advance his preferred solution: a transition
to floating rates accompanied by the removal of remaining U.S. capital controls. Floating rates,
according neoliberal economists including his mentor Milton Friedman, would resolve the biases
of Bretton Woods and encourage productive capital flows by freeing transnational finance.247 G10 ministers effectively ended Bretton Woods by formalizing the global dollar system in March
1973. Shultz announced the abolition of remaining capital controls in January 1974 with the U.S.
no longer obligated to defend the dollar. IMF Charter amendments legalized floating rates in 1975.
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The global dollar system strengthened U.S. monetary power by increasing its ability to
delay adjustment through financing and deflect adjustment through exchange rate policy.
Exchange rate flexibility helped temporarily restore the New Deal compact by supporting exportled growth and enabling policymakers to deflect balance of payments and import adjustment. As
Calleo summarizes, “Nixon’s solution, perennial devaluation, used political hegemony over the
system to escape from the economic restraints the system was supposed to impose…in effect, US
policy sought to combine the benefits of liberal internationalism with mercantilist advantage.”248
Negotiated depreciations and floating rates improved the U.S. trade balance, which returned to
surplus in 1973 and recorded a deficit of only $5.3 billion in 1974 despite the four-fold increase
in the price of oil. Both imports and exports contributed to the return to relative equilibrium.
Despite oil, overall imports in constant dollars declined by four percent in 1974, reflecting the
recession and improved competitiveness of U.S. firms. The merchandise trade surplus with the
EEC tripled and the net surplus in manufactured goods rose to $9 billion. Devaluation became a
critical component of U.S. economic policy for the remainder of the decade. Chronic depreciation
replaced curing domestic inflation and reduced the costs of importing oil despite the sharp cost
increases.
In the long run, however, the global dollar system catalyzed interactive processes that
helped undermine Nixon’s goal of revitalizing the domestic manufacturing sector while also
providing a deep anchor for the neoliberal reconfiguration of the political order. The ability to
redress competitiveness challenges through depreciation repeatedly precluded Peterson’s
ideological successors from developing the formal mechanisms required to implement New Deal
industrial policies beyond the military-industrial complex. However, as Keynes predicted,
financial liberalization proved remarkably destabilizing for international trade. Chapter five
examines how a surge in capital inflows sharply strengthened the dollar in the 1980s, which
severely damaged industrial competitiveness and generated widespread labor dislocations that
dealt the final death blow to the New Deal regime. More broadly, the demise of Bretton Woods
upended global trade, investment, and production patterns by unleashing financial globalization.
The dollar system gave rise to an era of persistent macroeconomic imbalances structured around
U.S. current account deficits created by pushed and pulled capital inflows. U.S. – Japan codevelopment, driven by Japan’s recycling of export earnings into U.S. financial assets, was the
first iteration of a model that later gave rise to the Sino-American “balance of financial terror.”249
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The incorporation of macro-foundations into the dissertation’s analytical framework
improves our understanding of the structural pressures that helped drive the development of the
neoliberal trade regime. Late developer strategies targeting the U.S. market incentivized liberal
trade advocates to construct a closed domestic policymaking process and new institutional
mechanisms to counter the resulting political and economic consequences through the projection
of commercial power and enhanced trade enforcement. The dollar system and new trade patterns
also encouraged U.S. firms to disproportionately exploit offshoring and transnational production.
Chapter six examines how rapid import penetration helped motivate the GVC revolution in order
to maintain cost competitiveness which, in turn, transformed trade politics by creating pressure
for multilateral rules in services, intellectual property, and investment. NAFTA and the WTO, as
argued in chapter seven, can correspondingly be understood as partially motivated by an effort to
resolve the consequences stemming from the conflict between liberal trade and finance.
The Deeper Origins of the Neoliberal Trade Regime
The collapse of the Bretton Woods system was a defining moment in the evolution of the U.S.
trade regime. The interactivity of the regime, order, and global macroeconomy gave rise to a
monetary-trade negative feedback loop in the 1960s that gradually destabilized the foundations of
Bretton Woods and the New Deal trade regime before inciting a pair of tightly interlocked crises
that demanded resolution during the first term of the Nixon administration. State officials and
nonstate actors fiercely contested the causes of the deteriorating trade balance and the most
appropriate solution. By suspending convertibility to generate leverage for exchange rate and trade
negotiations, Nixon sought to employ U.S. monetary power to reinforce the New Deal trade
regime’s dual commitment to full employment and economic growth at the expense of the
embedded liberal compromise underpinning Bretton Woods and the GATT. His bold gambit
partially succeeded by increasing exchange rate flexibility, which enabled three successive
administrations to devalue their way to trade competitiveness without addressing persistent
structural issues in the domestic economy. The global dollar system and financial liberalization,
however, set the stage for the next major trade crisis that erupted in the early 1980s.
The origins of the neoliberal trade regime can only be understood when considered within
this macroeconomic context. Bretton Woods institutionalized U.S. monetary power by
formalizing the dollar’s role as the principal international currency but limited the ability to deflect
adjustment through fixed-but-adjustable exchange rates and the dollar’s convertibility into gold at
$35 an ounce. The system, dependent from the outset on U.S. willingness to underwrite global
liquidity, provided a stable foundation for the New Deal regime by generating the global demand
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necessary to revive international trade and restricting disequilibrating capital flows through an
illiberal financial architecture. Over time, the malfunctioning adjustment mechanism interacted
with developments in the New Deal order to produce an overvalued dollar that damaged U.S.
export competitiveness, increased import penetration, and displaced domestic production with
foreign investment. The transition to the floating rates of the global dollar system bolstered U.S.
monetary power by increasing its ability to both delay and deflect adjustment. Depreciation
became a crucial component of U.S. competitiveness strategies used by Carter, Reagan, and
Clinton to support domestic manufacturing, offset pressure for import protections, and defeat
demands for New Deal liberal industrial policies. The prioritization of financial liberalization
nevertheless increased the difficulty of preserving liberal trade in the face of large and volatile
capital movements.
The macroeconomic environment also brought forth the U.S. liberal economic nationalism
that became a central component of the neoliberal regime and replaced the more restrained
negotiating posture of the immediate postwar era. Policymakers first adopted a more aggressive
strategy for the Kennedy Round, during which negotiators hoped that breaking down foreign trade
barriers could bolster the trade surplus by directly improving export performance and increasing
the appeal of the United States as an export platform. The rise to prominence of the unfair trade
diagnosis escalated the U.S. “liberalism of imposition” to a different level.250 This chapter reveals
that the unfair trade diagnosis was neither self-evident nor universally accepted. The interpretation
clashed with both liberal orthodoxy and postwar embedded liberalism. Liberal economists
attributed the crisis to excess demand while underscoring the benefits of imports for consumption
and limiting inflation. The foreign policy establishment feared the rise of the unfair trade
diagnosis, concerned that foreign policy would become subordinate to foreign economic policy.
Yet beginning with the NEP, the unfair trade diagnosis assumed an essential role in U.S. efforts
to build political consensus, deflect import adjustment, and secure the legal foundations for
transnational production. Chapter four illuminates how its triumph set the stage for institutional
reforms that triggered a new path dependent trajectory.
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Chapter Four
Regime Restructuring: The State, Corporate Mobilization, and the Trade Act of 1974
Chapter three identified the collapse of Bretton Woods as a critical juncture in the U.S. trade
regime and illuminated the centrality of trade politics in the closure of the gold window. The NEP
temporarily quelled protectionist pressures by improving the terms of trade while inadvertently
transforming the structural landscape within which trade politics were contested over the longerterm by inciting the transition to the global dollar system and unleashing financial globalization.
Chapter four continues to challenge dominant interpretations of the 1970s as a period of strategic
and institutional continuity in the regime by using archival and interview data to examine its
interactive development with these macroeconomic transformations and the deterioration of the
overarching New Deal order. In doing so, I reveal the ideational, coalitional, and institutional
realignments that established the foundations for its gradual neoliberal restructuring.
This chapter contends that the monetary-trade negative feedback loop precipitated the
construction of the new strategic vision and supporting coalition that drove the next two decades
of U.S. trade policies. Chapter three establishes the four crisis interpretations that actors developed
roughly aligned with competing economic philosophies. In contrast with the NEP, however, interelite persuasion was insufficient for driving institutional change. Policy entrepreneurs in the state
and private sector responded to labor’s defection and heightened pressures for import protection
by executing a political strategy to coalesce the free and fair trade coalitions through mutually
reinforcing interactions that developed an enhanced political infrastructure and a new policy
platform around which diverse actors could mobilize. Their most significant efforts included the
launch of ECAT and the Williams Commission, which enabled the fusion of the two coalitions by
piecing together the “blueprint” that guided the Trade Act of 1974 and the U.S. priorities in the
Tokyo Round. The new U.S. international economic objectives departed from precedent by
elevating business concerns and breaching core pillars of the New Deal and embedded liberal
compacts, including the simultaneous pursuit of liberal trade and finance and the extension of
trade rules into non-tariff areas previously excluded to protect economic and political stability.
The strategic reimagining and coalitional realignment combined with the NEP to dictate
the design of the 1974 Act, which established a new institutional framework that re-solidified a
decaying regime and altered its path of development. The act reflected and instigated the trade
reorientation through a combination of institutional layering and innovation. The legislation
embedded the crisis diagnoses of the free and fair trade coalitions by opening the door to a
sweeping expansion in the scope and depth of trade disciplines and enacting a series of
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institutional reforms that sharply tilted the balance of political power toward MNC interests. Its
provisions initiated three tightly intertwined, self-reinforcing feedback processes by imposing
non-majoritarian arrangements for policymaking and administration, changing interest group
structure and goals, and transforming state capacity. Monetary power played two critical roles in
the legislative overhaul. Devaluation combined with the political mobilization of multinationals
to defeat Burke-Hartke, which would have drastically arrested the trend toward further trade and
capital liberalization. The devaluation also led to the abandonment of New Deal liberal
competitiveness provisions in the 1974 Act, demonstrating how the deeper structural features of
hegemony influenced the ideas that flourished with consequences that reshaped the political order.
Internal regime processes combined with the commercial and monetary power to shape
the U.S. stance in the Tokyo Round. The 1974 Act established the negotiating mandate and
overhauled the domestic policymaking structure, centralizing power in the executive branch and
granting new prominence to business interests. The negotiations centered on a politicized struggle
over international rules disciplining nontariff measures. When considered in the context of U.S.
postwar policies, the round can be viewed as a subtler and more consensual extension of previous
efforts to reconstruct the postwar economies of Western Europe and Japan to fit liberal economic
ideals. However, rather than being directed at reconstruction, the U.S. position reflected growing
concerns about its own competitive decline, the heightened influence of neoliberal ideas, and the
demands of MNCs. The outcome produced a major substantive and normative reorientation of the
GATT. Monetary power again proved essential by generating the leverage to launch the
negotiations and, more importantly, shaping the interests of the major trading nations. Japan and
Western Europe responded to the macroeconomic crisis with heightened interventionism and
export-oriented growth strategies, inflaming U.S. charges of unfair trade practices. Economic
hegemony, by contrast, enabled U.S. policymakers to pursue a less interventionist domestic
agenda by relying on devaluation, negotiated protection, and inflation to offset distributional
conflicts.
The remainder of the chapter is divided into six sections. The second section critically
reviews the literature on the Trade Act of 1974. I argue that existing studies overlook or
underappreciate the 1970s critical juncture due to their neglect of macro-processes, oversimplified
theorization of preference formation, and inattention to path dependence. The chapter then
develops an alternative account that traces the regime’s reorientation within the context of the
decade’s macroeconomic turbulence. The third section focuses on the iterative efforts of officials
to reconstitute a trade coalition fractured by the monetary-trade feedback loop and the manner in
which that coalition reshaped state objectives. The fourth section examines how the Williams
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Commission report established the intellectual blueprint that fused the free and fair trade
coalitions, which were further reinforced by the corporate campaign to defeat the AFL-CIO
sponsored Burke-Hartke legislation. The fifth and sixth sections explore the transformation of the
state through the Trade Act of 1974 and the manner in which domestic reconfiguration combined
with the application of U.S. coercive power to internationalize the unfair trade diagnosis. The
seventh section concludes with final thoughts on the complex interactivity of the regime, order,
and international system during the crisis decade of the 1970s.
Political Strategies, Macroeconomic Structure, and Institutional Change
This chapter furthers a central contention of the thesis – that the early 1970s constituted a critical
juncture in the postwar evolution of the U.S. trade regime – by examining the development,
design, and ramifications of the Trade Act of 1974. The literature generally appreciates the 1974
Act as “a key piece of trade legislation” without identifying its passage as a notable inflection
point.251 Much of the debate centers around its influence on the delegation of trade authorities
between the legislative and executive branches.252 One grouping of scholars contends that its
mechanisms represented a reassertion of congressional prerogatives by pointing to its introduction
of significant consultation and reporting requirements, the establishment of advisory committees,
and the inclusion of a legislative veto provision authorizing Congress to overturn certain executive
branch actions.253 Others instead point to the significant expansion of presidential powers through
the delegation of authorities to negotiate agreements reducing non-tariff barriers and the creation
of “fast track” procedures for their approval.254 Overall, however, the act is understood as a
continuation of the 1934 system and receives a fraction of the attention granted to the 1934 Act.
Nitsan Chorev provides an indispensable corrective.255 For Chorev, the 1974 Act wrought
the end of post-1934 “selective protectionism” and the beginning of a new system of “conditional
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protectionism” through institutional reforms that weakened the political influence of protectionist
industries and curbed the threat of future import restrictions. She finds that internationalist
businesses and their allies in the Nixon administration responded to the heightened protectionism
of the late 1960s by increasing the leniency of the escape clause, antidumping and countervailing
duties (AD/CVD), and trade adjustment assistance (TAA). Chorev reveals that protectionist
industries and labor, which are often assumed responsible for these changes, had just cause for
treating them with great suspicion. Internationalists promoted the reforms to redirect political
activity away from Congress into judicialized administrative procedures in the executive branch,
which enabled them to block the most blatantly protectionist measures by bureaucratizing,
legalizing, and depoliticizing core aspects of trade policymaking with path dependent outcomes.
She thus exposes the flaws in functionalist accounts of judicialization and illuminates how
institutional reforms can create new privileges in addition to solidifying existing prerogatives.
Her account nevertheless falls short in capturing the full extent of the institutional
reconfiguration during this liminal moment and the interactive processes responsible for its final
form and substance. The 1974 Act, in addition to the judicialization of trade remedies, overhauled
the trade policymaking process, redefined the boundaries of U.S. trade law, and cemented the
nascent realignment of executive branch responsibilities by formalizing and expanding the role of
the special trade representative. These sweeping transformations, despite being largely enacted
through layering, established the broader institutional framework through which the neoliberal
regime was gradually constructed and activated path dependent processes by changing the rules
of the game in a manner that influenced the allocation of resources and modified the costs and
benefits associated with alternative political strategies. Chorev also oversimplifies the causal
mechanisms that motivated its development. Missing macro-foundations, as noted in chapter
three, are part of the problem. Nixon’s use of monetary power not only created a policymaking
landscape more favorable for liberal reforms but also shaped the act’s content by dampening
demand for New Deal competitiveness policies with lasting effects on the political order.
Chorev, alongside most of the literature, additionally neglects pivotal intercurrent
synergies with the demise of the New Deal order. Her account rejects reductive state autonomy or
corporate capture arguments. However, she still overlooks two highly consequential changes that
altered the power and composition of the regime’s supporting coalition. For one, business
mobilization in favor of liberal trade and against the New Deal order were irreducibly
interconnected. Rising import penetration and downward pressure on the price of manufactured
goods helped instigate corporate backlash against New Deal regulations and labor protections with
stagflation further endangering competitiveness in international markets, which were becoming
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increasingly central to corporate strategies as a means of offsetting weakening domestic demand.
Business efforts to reform the deteriorating New Deal regime simultaneously benefitted from
massive investments in the broader corporate political infrastructure and reflected the changing
ideological content of liberalism promoted by its main advocates.256
The political processes instigated by labor’s departure from the regime’s supporting
coalition are equally significant. Rather than a stable “internationalist” coalition, the fracturing of
the fragile postwar business-labor alliance forced liberalization advocates to construct a new base
of support capable of winning congressional majorities despite reversals among labor-aligned
Democrats. Their political strategy ultimately depended on the creation of a hybrid “free but fair”
trade platform that served as an effective vehicle for institutional transformation due to its critique
of existing arrangements and the constructive ambiguity of its prescriptions for reform. The 1974
Act’s pragmatic design is best understood as an example of bricolage reflecting the muddled
ideological preferences and material interests of this coalition.257 Labor’s defection furthermore
contributed to the growing divisions in the Democratic Party’s New Deal coalition.258 The Carter
administration emerges as an inflection point. Carter, ideologically inclined toward liberal trade,
was also constrained from addressing the demands of labor and import competing industries due
to the inflationary effects of protection and large-scale spending on industrial policies.
The political strategy underlying these transformations illuminates tensions inherent
within the neoliberal trade regime. The diagnosis attributed declining competitiveness to a
proliferation of nontariff barriers, which demanded domestic and international institutional
reforms to combat foreign mercantilism. This perceived proliferation, as noted in chapter three,
was not well supported by data at the time.259 The unfair trade platform stemmed in part from the
critical normative shift influenced by emerging neoliberal ideas in which trade barriers came to
be defined primarily in terms of economic effect rather than form or intention.260 This politicized
process demanded extensive efforts to document and reclassify domestic policies as trade barriers
involving the same actors dismantling the New Deal order. The focus on foreign barriers bridged
ideological and distributional divisions between neoliberals and economic nationalists and helped
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contain domestic protectionist pressures by channeling them into demands for liberalizing trade
and investment restrictions in foreign markets. The viability of this platform and the coherence of
its underlying coalition depended on the capacity and willingness of the U.S. to deflect adjustment
and reconfigure foreign economies through monetary and trade policies, which was in turn a
function of its hegemonic position at the center of the international economic system. Liberal
economic nationalism was thus baked into the neoliberal project from the outset.
Constructing Consensus: Fusing the Free and Fair Trade Coalitions
The trade politics spawned by the monetary-trade negative feedback loop made the rollback of
postwar tariff reductions appear inevitable until liberalization advocates countermobilized by
developing a new organizational infrastructure and a political strategy to reconstruct consensus.
ECAT, launched in November 1967, represents one of the earliest examples of the corporate
activism associated with the crusade against the New Deal in the 1970s. Its origins lay within
Congress and the executive branch.261 State actors triggered the business mobilization in favor of
liberal trade by actively working to build MNC organizational capacity. Senator Jacob Javits (RNY) and Special Trade Representative William Roth used their platform at the 54th NFTC
Convention to call for “an emergency coalition” to combat the “coordinated, concerted” campaign
for protection.262 The New York Times reported following the convention that the “Javits idea”
won the support of NFTC leadership and that the senator hosted a meeting with “about a dozen
organizations to coordinate the fight against protectionism.”263 Arthur Watson, chairman of IBM
World Trade Corporation, announced the founding of ECAT the next week with the goal of
combatting import quotas that threatened MNC international market share by risking
retaliation.264
ECAT rapidly emerged as the most influential business association on international
economic issues. Charles Levy, a prominent trade lawyer, recollects that ECAT was “the player”
and “the only game in town for little over a decade.”265 The Nixon administration shared this
perspective. One CIEP staffer wrote in 1971 that “ECAT has become more important” than the
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Committee for a National Trade Policy (CNTP) and “has 85% of the influence.”266 The
organization introduced three crucial innovations. Foreshadowing the Business Roundtable
(BRT), ECAT limited membership to high-powered CEOs who personally lobbied on key
issues.267 Their personal gravitas and commercial significance ensured officials prioritized ECAT
proposals. ECAT Chairman Donald Kendall, CEO of PepsiCo and a friend of Nixon, proposed an
amendment to impose export restrictions against countries impeding U.S. foreign direct
investment.268 Internal memos reveal his idea received rapid consideration at the cabinet-level and
inspired Section 301 of the 1974 Act.
Archival materials also illuminate how ECAT developed new capacities to enhance private
sector collective action and improve state-business coordination. ECAT established the Trade
Action Coordinating Committee (TACC), which evolved out of an ad hoc coalition named the
“Statler Trade Policy Group” into a permanent working group that met weekly to synchronize
policy positions and political activities across sectors and with the executive branch.269 TACC
membership consisted of more than forty regular participants representing a wide range of liberal
trade supporters including importers, retailers, agricultural groups, consumer groups, and
prominent business associations including COCOM, NFTC, and CNTP.270 Finally, ECAT
partnered directly with executive branch officials to advance shared objectives. ECAT marshalled
support in favor of maintaining the STR within the Executive Office of the President, served an
intermediary role in negotiations with the Japanese and EC, and worked with Nixon officials to
defeat protectionist legislation such as the 1969 Act.271
The Williams Commission, also introduced in chapter three, marked a second example of
the state’s efforts to organize business to advance liberal trade. C. Fred Bergsten, the Kissinger
advisor who proposed the commission, viewed it as an opportunity to “help get us on the right
track” and reimagine a trade policy “now in disarray, both substantively and bureaucratically, due
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to a lack of direction and leadership.”272 Nixon appointed 27 commissioners from industry,
finance, agriculture, academia, and labor “to study the principal problems facing the United States
in foreign trade and investment.”273 The commissioners represented all four crisis diagnoses.
Albert Williams, the retired president of IBM, accepted the chairmanship. Other commissioners
included Fred Borch, the chairman and CEO of General Electric and future BRT founder; James
Binger, Honeywell chairman and ECAT member; I.W. Abel, the president of the United Steel
Workers; and Robert Galvin, the chairman and CEO of Motorola.274 The commissioners met 19
times in 13 months for a total of more than 400 hours, conducted nearly 100 interviews, and
solicited input from more than 100 associations and unions.275
Submitted in July 1971, the commission’s 450-page report contained 147
recommendations that formed a policy platform capable of inspiring collective action.276 John
Jackson, the prominent scholar of international trade law who served as STR General Counsel
under Nixon, called it the “intellectual blueprint” for the 1974 Act.277 Bergsten similarly recalled
in an interview that it established the “blueprint” for the Tokyo Round.278 Levy, a Senate Finance
Committee staffer at the time, called it “probably the most important document written in terms
of setting out the fundamental strategic objectives of U.S. trade policy…it became a Bible.”279
The commission’s all-of-the-above approach translated three of the four crisis diagnoses into a
single agenda, merging the free and fair trade diagnoses and, in a vivid reflection of its pre-NEP
submission, promoting a domestic competitiveness agenda. In the process, the commissioners
created a roadmap for reform that enabled actors with divergent interests to mobilize in support
of a shared agenda. Only the two labor commissioners dissented, issuing their own minority
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statement that its recommendations would make the U.S. a third-rate industrial power due to the
displacement of U.S. productive capacity through capital outflows.
The report proposed a decisive break with New Deal international economic policies. The
commissioners called on policymakers to adopt a “new realism” and focused their
recommendations on two themes: international reform and domestic renewal. Disregarding a
central lesson of the interwar period, their principal international recommendation was to
commence a “major series of international negotiations…to prepare the way for the elimination
of all barriers to international trade and capital movements within 25 years.” Commissioners
embraced the unfair trade diagnosis, advising an aggressive negotiating stance and the pursuit of
groundbreaking “codes” with tighter rules in new non-tariff areas including qualitative
restrictions, foreign investment, agricultural trade, preferential trade agreements, public
procurement policies, export subsidies, and the international aspects of environmental policies.
The report furthermore advised high-level negotiations to resolve the international monetary crisis
through greater exchange rate flexibility. Foreshadowing the NEP, the commissioners proposed
an import tax and export subsidy if needed to relieve balance of payments pressures and increase
leverage despite strongly objecting to permanent restrictions on trade and capital flows.
The domestic recommendations still reflected widespread concern with adjustment and
competitiveness challenges and an inclination toward New Deal solutions. Their adjustment
proposals advised replacing legislated protection, a central component of the New Deal regime,
with stronger trade remedies, expanded adjustment assistance, and more vigorous challenges to
unfair trade. The competitiveness platform reflected a synthesis of New Deal and neoliberal
influences. Commissioners called for wage and price controls to slow inflation and a coordinated
industrial and manpower policy after criticizing the “complacent” belief that rising imports were
due solely to inflation. They endorsed a comprehensive export-expansion program similar to
Peterson’s consisting of higher levels of government research and development funding, the
removal of domestic impediments in areas including anti-trust and taxation, and a greater
investment in promotion programs. Finally, the commission dedicated an entire chapter to
institutional reform. Recommendations included strengthening and expanding the responsibilities
of the STR and establishing a permanent public advisory board to bring the private sector into the
negotiating process “so as to ensure domestic consensus on U.S. objectives.”
The administration’s initial response and subsequent review of the report reveal how the
recommendations helped bridge interagency divisions and the influence of the NEP on their
reception. Richard Allen, a senior NSC staffer, wrote prior to its public release that the report “is
very valuable and helpful to us, and especially to the President’s New Economic Program”
80

because “many of its recommendations closely parallel elements of the President’s program.”280
Robert Hormats, Bergsten’s successor, approached it more skeptically. He incidentally captured
a principal reason for its influence, writing to Kissinger that the report “represented an attempt to
accommodate the views of the 27 members” and, “in doing so, it contains a little something for
everyone except, apparently, the two Labor Union Leaders.”281 He conceded that “a number of
the recommendations were accepted, in part, in the President’s new economic program,” but
worried that “many are extremely controversial and will require extensive study,” particularly
identifying the report’s “basic thrust…[that] pays deference to free trade but maintains that the
U.S. should be a stronger advocate for its economic interests.”
The report assumed a central role in post-NEP planning by serving as a framework to
resolve intra-administration disputes. Nixon ordered the CIEP to lead an extensive review of the
commission’s recommendations.282 Multiple rounds of deliberations lasted well into mid-1972,
when planning for trade legislation and multilateral negotiations began to accelerate. The memos
reveal growing consensus amongst cabinet departments previously at loggerheads.283 Newfound
areas of agreement included launching comprehensive GATT negotiations, leveraging U.S. power
in defense of its economic interests, incorporating the private sector into the policymaking
process, and enhancing TAA to win support for further liberalization. Principal areas of
disagreement with the committee recommendations related to its deteriorating competitiveness
diagnosis, which the documents reveal the NEP to have undermined. The interagency operations
group challenged its New Deal interventionism, specifically determining it was “neither necessary
nor desirable” to integrate the TAA program into a “comprehensive competitiveness program”
and that DISC, the export subsidy approved as part of the NEP, eliminated the need for an export
promotion program.
Corporate Mobilization and the Campaign to Defeat Burke-Hartke
The Williams Commission facilitated the construction of the new coalition by bringing to the
forefront crucial areas of common ground that helped subvert traditional disagreements over tariff
levels. The unprecedented campaign to defeat Burke-Hartke accelerated its cohesion and
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substantially advanced the development of the cross-sectoral corporate political infrastructure that
came to underpin the neoliberal regime. The widely forgotten clash marked a fundamental turning
point in the trade regime and the political order by rejecting comprehensive illiberal regulations
that, if adopted, would have stalled not only U.S. trade liberalization but also financial integration
and foreign investment. The MNC coalition, no longer restrained by its tenuous alliance with
labor, was freed to adopt more aggressive tactics and policy positions that cut to the heart of its
interests.
The National Association of Manufacturers (NAM) offers a compelling example. NAM
relocated its headquarters to Washington in 1972 and began investing heavily in lobbying and
legal research in its efforts to subvert the New Deal order.284 Conventional wisdom suggests its
membership remained too divided to influence trade policy during this period.285 Archival
materials, however, reveal that NAM leadership developed creative solutions in a manner strongly
influenced by the commission. In mid-1971, NAM’s newly formed Ad Hoc Policy Committee on
International Economic Affairs circulated a position paper on the same issues as the commission’s
forthcoming analysis: NTBs, European and Japanese import and investment restrictions,
reforming trade remedies, enhancing government-industry cooperation, and improving access to
LDCs to capitalize on “their very low wage rates and enormous supply of labor.”286 W.E. Gordon,
vice president of Dupont, replied to NAM President W.P. Gullander that his team “has done a fine
job of balancing the many ‘irreconcilable’ viewpoints in this troublesome area” while suggesting
its position should be “revised in light of the [Williams] Commission’s report.”287 William
Naumann, executive vice president of Caterpillar Tractor Company, agreed on the “need for
dialogue between those who have divergent views on some of these matters” and that the “process
of developing this NAM policy affords an excellent opportunity for this dialogue.”288
The success of the ad hoc committee inspired the launch of task forces on multinational
business activities, non-tariff barriers to trade, and anti-trust policies in addition to major studies
on TAA and an advisory committee system. The NTB task force evolved into the InterAssociation Non-Tariff Barrier Project, which coordinated inputs from 25 major associations
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representing hundreds of firms.289 NAM developed an expansive questionnaire to poll its members
on NTBs restricting their exports and investment, which it turned into a report targeting a
government audience.290 Peter Peterson, Peter Flangian, and William Eberle endorsed the project
among others. Eberle wrote to NAM that their work “on NTB’s is of immediate interest to us…and
any results that the NAM may generate will, I assure you, be directly fitted into our negotiating
work.”291 Their findings provided content for the first Commerce Department computer database
of NTBs.292
NAM leveraged its successful projects to launch the Inter-Association Trade Group
(IATG) which, alongside the TACC, facilitated inter-industry and public-private coordination on
the 1974 Act and Tokyo Round. In preparation for the 1974 Act, members of the IATG
subcommittee for legislative coordination identified a number of “common denominators…for
inter-industry action,” including opposition to tax changes on foreign income, legislative language
requiring an industry-government advisory function for trade negotiations, tough fair trade
policies, renewed efforts to improve TAA for firms, and a renewed commitment to most-favored
nation treatment.293 The coalition received regular briefings from high-ranking trade officials and
organized regular workshops and trainings to help member companies develop customized
lobbying strategies for securing their interests in the negotiations.
State and business actors both sought to reinforce these emerging cross-sectoral and
public-private political networks to defeat Burke-Hartke. The legislation, described in chapter
three, threatened to open “an entirely new area of public and democratic control of corporate
behavior” on the grounds that “the public had a right to regulate what an American corporation
did internationally when American jobs were at stake.”294 The AFL-CIO made its passage a top
priority and pressured legislators to endorse the bill or risk the withdrawal of union support during
an election year.295 The federation committed to spend a minimum of $5 million on its adoption,
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establishing a special task force of 22 union presidents to wage a major lobbying campaign and
establish a grassroots program in all 50 states.296
The NEP delivered a powerful blow to its chances of success by improving the terms of
trade. However, in a sign of labor’s power, opponents approached it as a serious threat amidst
high unemployment and a negative public perception of MNCs. Peterson, at Nixon’s request,
developed a Burke-Hartke contingency plan and advised that congressional action remained a
serious possibility “in spite of the President’s New Economic Policy.”297 The New York Times
reported that “veteran Washington observers think the…bill has a 50-50 chance” and questioned
“whether the administration’s New Economic Policy” had “come in time to head off the
protectionists.” 298 Javits, in a debate with Hartke, proclaimed the bill “may well be dead as a
serious piece of legislation for 1972” due to the NEP but warned that its components could be
passed separately and “may arise as a phoenix from the ashes in 1973.”299 NFTC leadership
likewise concluded that it “obviously must be taken seriously.”300 COCOM feared Nixon’s
opposition, especially on foreign tax provisions, could be modified under the weight of political
pressure.301
The Nixon administration responded with an intensive campaign to combat the legislation.
The Wall Street Journal reported in January 1972 that “the Nixon administration is rallying to
help them [U.S. MNCs], defensively and offensively” in the face of growing criticism from labor,
leaving “little doubt that, at a minimum, administration lobbyists will fight hard any move to
hamper the multinationals.”302 The administration employed the Williams Commission blueprint
as an ideational weapon to undermine the legislation. CEA, State, and Commerce published
reports on benefits of foreign investment and the risks posed by Burke-Hartke. Treasury Secretary
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John Connally directly drew the link, arguing that “we’ve got to let the American people know
we have a comprehension and a commitment to do something about these problems” because, “in
the absence of that, we’re going to be in the protectionist battle of our lives.”303 The
administration’s “program for defense against Burke-Hartke” underscored plans to work in
tandem with ECAT and NAM to canvass members of Congress, ascertain the positions of interest
groups, identify advocates within each congressional district, and mobilize consumer groups.304
The existential threat posed by Burke-Hartke inspired a new sense of collective interest
among MNCs in a similar fashion to the labor and environmental reforms passed during the same
period.305 The business community funneled money into defeating the legislation. Kent Hughes,
at the time a Hartke advisor, contends the legislation is what “triggered many corporations
to…[establish] a Washington presence.”306 The campaign depended on and reinforced the
political infrastructure established within the five preceding years. ECAT launched a campaign to
inform the public and elected officials of its members’ contributions to the U.S. economy and
balance of payments, releasing a two-volume study maintaining MNCs outperformed other
companies in creating domestic jobs, investing in fixed assets, and exporting.307 The TACC served
as the principal forum for developing the inter-industry strategy to combat the legislation and
high-level strategic coordination with Nixon officials.308 NAM also launched a Burke-Hartke
committee to execute its legislative strategy “to combat political control of foreign direct
investment” consisting of public education, lobbying, and a “believable grassroots” campaign
executed through its network of more than 400 corporate legislative coordinators.309
COCOM and the NFTC also vociferously opposed the legislation. Chamber President
Arch Booth explicitly contrasted it with the Williams Commission report, contending “the experts
tell us that we must remove existing impediments to international trade while Senator Hartke,
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Congressman Burke, and big labor tell us we should isolate America’s productive and marketing
capability by adding more restrictions.”310 The NFTC played an essential intermediary role. The
organization published two studies on Burke-Hartke, participated in the TACC and NAM’s
Burke-Hartke Committee, and synchronized the contributions of member firms and allied trade
associations. NFTC officers assembled an information kit to help companies educate their
workforce and elected officials.311 The NFTC furthermore organized a publications exchange that
documented best practices while tracking and sharing dozens of corporate pamphlets and studies
from multinationals including Ford, Caterpillar, Exxon, Cynamid, ITT, Dupont, Johnson &
Johnson, GMC, Monsanto, Pfizer, Goodyear, 3M, Eaton, Westinghouse, and Union Carbide. One
representative publication from Alcoa called on business to “Circle the Wagons!” against the
legislation.312 The reports shared the same objective: to communicate to the public and union rankand-file that Burke-Hartke threatened their interests. The legislation never received a vote.

The Trade Act of 1974: The Transformation of the State
The Trade Act of 1974 was the institutional capstone on this period of remarkable upheaval
catalyzed by the monetary-trade negative feedback loop. The bill embedded the blueprint created
by the Williams Commission and, in doing so, solidified the free but fair coalition while
instigating a new developmental trajectory that led to the reconfiguration of the GATT. The
leadership roles of Shultz and Flanigan reflected its neoliberal and business inspirations.313 They
established three objectives at the outset guided by the Williams Commission: to “provide the
authorities and flexibility necessary to negotiate solutions for the real international trade
problems” confronting the United States; “provide the tools, tariff and non-tariff, to protect our
position and restore equity if our trading partners fail to negotiate an equitable trade liberalization
package;” and “provide authority to strengthen the President’s capacity for the management of
trade policy.”314
Intra-administration deliberations further demonstrate how the NEP helped undercut New
Deal liberal competitiveness and adjustment programs despite rising import penetration. Early
proposals included an “advanced” import relief program through which the government would
“help the adjustment process by more direct action” and another to support industrial adjustment
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with loans, loan guarantees, expanded tax relief, industry-wide competitiveness studies, and
research and development assistance.315 The working group rejected these proposals in March
1973 as more limited alternatives also met fierce opposition.316 Shultz opposed TAA based on
cost and ideology. OMB officials feared it “could encourage firms to rely on being ‘saved’ rather
than making the hard decisions necessary to improve productivity or reallocate resources.”317 The
administration ultimately proposed eliminating the existing program for firms and folding the
labor components into the broader unemployment insurance program.
The fused free and fair trade coalition served as the principal constituency and source of
political support in an uphill legislative battle. Shultz announced the bill alongside plans to
terminate capital controls and request congressional authorization for a 10 percent dollar
depreciation.318 Contemporary analysts viewed the package as a departure from the New Deal
regime. Journalists deemed Nixon had requested “unprecedented authority” and “an extraordinary
grant of discretionary powers.”319 Congress hesitated to extend further powers due to the record
1972 trade deficit and mounting Watergate scandal. The AFL-CIO lobbied aggressively against
the legislation.320 Nixon officials countered by partnering with business and think tanks. ECAT,
NAM, COCOM, and NFTC members lobbied for the bill while using their leverage to extract
concessions. MNCs vociferously fought proposed changes to the taxation of foreign source
income, an olive branch to labor dropped from the final bill.321 NAM incongruously attacked the
administration’s proposed elimination of TAA for firms while criticizing its plan on TAA for
workers as “inconsistent with the President’s stated objective of minimizing federal intervention
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in state government affairs.”322 Business associations also designed the trade advisory committee
system with the three-tiered structure first appearing in a COCOM proposal.323
Labor’s defection upended the congressional politics of the New Deal regime and
introduced new partisan dynamics that endured into the next millennium.324 Overall, Congress
made some important alterations but left the legislation largely intact. The House Ways and Means
and Senate Finance Committees contained influential fair trade contingents. Senator Russell Long
(D-LA), the powerful finance committee chairman who guided the act through Congress,
emblematically asserted the U.S. could no longer be the world’s “least favored nation” while other
countries engaged in “practices which effectively bar our products.”325 The bill nevertheless
marked the beginning of a new era in which Democrats consistently cast more votes against trade
legislation than Republicans, reversing a decades-long trend and establishing the political
foundations for the neoliberal regime. The House passed the bill in December 1973 by a vote of
272 – 140 with Republicans (160-19) rather than Democrats (112-121) providing the majority.
The Senate, which remained more prone to bipartisanship, approved the bill in December 1974
by a 77-4 margin following a lengthy delay over the Jackson-Vanik amendment, which tied the
granting of MFN status to the Soviet Union to the freedom of Soviet Jews to emigrate and would
become an essential factor in U.S. – China relations the following decade.
The 1974 Act, signed into law by President Ford in January 1975, introduced the most
consequential changes to the regime since the RTAA. The reforms heralded a new era of conflict
over the substance, scope, and depth of trade rules and altered the regime’s path of development
through three feedback processes. 326 First, the act empowered members of the new coalition
through non-majoritarian frameworks for policymaking and administration that simultaneously
weakened labor and import competing industries using selective depoliticization. The legislation
transformed inter-branch relations by delegating to the president the authority to negotiate NTB
agreements paired with “fast track” procedures providing strict timelines for congressional
consideration on an up-or-down basis insulated from amendments in both chambers. The strong
endorsement of NTB negotiations mirrored the language of the Williams Commission in rhetoric
and content. Constructing procedures for their approval proved more fraught following the
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Kennedy Round. The Senate rejected Nixon’s proposed legislative veto but agreed to fast track,
which became the “keystone of modern United States trade policy.”327 The reforms, promoted by
advocates as a way to shield legislators from protectionist pressures while maintaining
congressional oversight, in practice sharply reduced congressional involvement by exchanging ex
post review for “largely toothless” consultation requirements.328
The reform of trade remedies and the creation of the advisory committee system further
closed and skewed trade administration and policymaking. Judicialization, as explained above,
depoliticized the resolution import adjustment problems by relocating political pressures for
protection from Congress to rules-based administrative processes in the executive branch.
Liberalization advocates hoped the reforms would “facilitate the adjustment process with
minimum disruptive effects” while weakening labor and import competing industries.329 The act
simultaneously heightened business influence by embedding private actors into the policymaking
process. Nixon’s desire to counterbalance labor helped motivate the creation of the advisory
committees.330 The resulting three-tiered system encompassed labor and agriculture but proved
heavily weighted toward industry. Congress required the establishment of the Advisory
Committee for Trade Negotiations (ACTN) to provide high-level advice on negotiating objectives
and authorized three overarching committees on industry, labor, and agriculture as well as industry
sector advisory committees (ISACs) to provide technical expertise. The act provided the
committees access to confidential information and charged them with providing an advisory
opinion that “virtually amounted to a report card” on the conduct of the negotiations.331
Second, the act changed interest group structure and political goals. Most broadly, the
authorization of NTB negotiations pulled new private actors into the trade domain, sparking a
dynamic of rapid regime extension to address the growing number of challenges confronting U.S.
MNCs in their global expansion. In addition, the advisory committee system not only increased
corporate influence over the state but also enhanced the power of the state to manufacture interest
group cohesion in support of core objectives and reshape business demands in the process.332
Following ECAT and the Williams Commission, the trade advisory committee system can be
understood as the third major effort within a decade to organize the private sector to enhance the
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power of liberalization advocates. The emergence of this mutually dependent relationship between
the state and corporate sector created a unique dynamic through which their interests ultimately
became co-constituted and contributed over time to the development of a “revolving door”
between government service and industry lobbying.
By embedding the unfair trade diagnosis, the act also institutionalized a trade strategy
oriented toward deflecting adjustment. This vital coalition management tactic rested on U.S.
hegemony, which underpinned its ability to reform the international system and demand changes
in the domestic practices of trading partners. The next section discusses the Tokyo Round
mandate. In Section 301, the act established new authorities permitting the president to impose
tariffs or take other retaliatory measures upon the determination that an act, policy, or practice of
a foreign country is unjustifiable, unreasonable, or discriminatory and burdens or restricts U.S.
commerce. The substantial breadth of this definition meant that Section 301 could “encompass
virtually any foreign government practice unilaterally deemed objectionable by the United
States,” whether relating to imports, exports, investments, or other matters of commercial
significance.333 Section 301 furthermore allowed private parties to file complaints that would
initiate a review and potential action which, in addition to the trade advisory committee system,
helped refocus industry lobbying away from protection toward the promotion of exports and
outward investment.
Third, the act transformed state capacities and interests. The act, in addition to changing
the balance of inter-branch power, transformed dynamics within the executive branch by
concentrating power and expertise in the Special Trade Representative (STR), an agency oriented
toward liberalization and the advancement of corporate interests. Congress established the STR
in the 1962 Act as an “executive broker” to assuage business concerns about the State
Department’s prioritization of foreign policy.334 The bill positioned the STR as chairman of the
interagency Trade Policy Committee but provided no funding or statutory authorization. The
position thus held limited leverage and its holders found themselves beholden to the State,
Treasury, and Commerce Departments. The Senate Finance and House Ways and Means
Committees, however, responded to Nixon’s proposal to merge STR with the CIEP by
substantially expanding and elevating its role.
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The 1974 Act assigned the STR as the chief national representative for trade negotiations
and made the position responsible to the president and congress for the administration of the trade
agreements program. The Act established the office by legislative statute rather than executive
order and formally placed it within the Executive Office of the President in addition to granting
cabinet rank to the trade representative. The 1974 Act furthermore endowed the agency with
responsibilities that created important new constituencies that would later support its further
empowerment, including leading the trade advisory committee system and administering the
Section 301 enforcement authorities. These changes transformed the STR into the target for
private sector lobbyists while simultaneously making it the agent that brought together new
coalitions to advance U.S. commercial objectives.335 The changes set the agency, renamed the
Office of the U.S. Trade Representative in 1979, squarely on the path toward becoming the “trade
super-agency.” The office quickly expanded from 28 officials between 1964-1969 to 113 by
1980.336

The Tokyo Round: Domestic Change, Monetary Power, and International Reform
The 1974 Act established the U.S. negotiating mandate and policymaking structure for the Tokyo
Round, which marked a key turning point for the international trading system. The U.S. held an
outsized influence over the negotiations and its positions flowed directly from the strategic vision
and institutional reforms catalyzed by the monetary-trade negative feedback loop. U.S. monetary
power, enhanced by the end of Bretton Woods, shaped the round’s politics and design by affording
officials the coercive power required to launch negotiations, increasing their ability to combat
protectionist pressures through devaluation, and influencing its negotiating positions by enabling
the defeat of demands for a New Deal liberal interventionist response to macroeconomic turmoil.
The Nixon administration used the NEP to generate leverage over the EEC and Japan in
order to secure their agreement to enter into a new round of negotiations focused on addressing
unfair trade. The GATT secretariat, in response to U.S. demands, began technical preparations
soon after the Kennedy Round. U.S. officials hastened its development of a comprehensive
inventory of NTBs that classified more than 800 contributions submitted by contracting members.
This politically charged process commenced the redefinition of domestic rules as policies
potentially subject to international trade disciplines.337 The EEC and Japan, however, balked at
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the prospect of a new round amidst the deteriorating macroeconomic environment and in response
to the executive branch’s inability to secure congressional approval of the ASP agreement. The
NEP proved to be the decisive factor. In combination with the emergence of Burke-Hartke, the
decision to suspend dollar convertibility and impose the ten percent import surcharge created a
degree of coercion that convinced the Japanese and Europeans to agree to GATT negotiations
rather than engage with U.S. demands for unilateral concessions. 338
The U.S. embrace of the unfair trade diagnosis led its negotiators to adopt a more assertive
posture in tone and substance from the outset. Winham recounts “a common perception among
U.S. negotiators…that where previously the United States might occasionally have sacrificed
specific objective interests to keep intact the institutional values of the GATT, at the Tokyo Round
it was less willing to forego the tangible benefits for its conception of wider institutional
values.”339 Pearson documents an “elevation of U.S. commercial interests” that broke with
postwar precedent by signaling a disregard “for preserving the traditional principles of liberal
trade.”340 This contradiction, beyond reflecting interest group demands, exemplifies the deepseated tensions between liberalism and nationalism in the U.S. neoliberal trade project, which is
grounded in a legal-administrative process of market expansion and restructuring driven by
domestic demands and dependent on the application of power rather than a classical laissez-fair
liberalism. U.S. hegemony, in other words, enabled officials to respond to macroeconomic turmoil
and the alleged proliferation of unfair trade practices by attempting to “reform…the nonCommunist world’s internal economics to fit liberal trade ideals.”341
The Tokyo Round mandate in the 1974 Act both reflected and helped produce this change.
The Williams Commission tabled its recommendations in mid-1971. Nixon, shortly following the
NEP, requested an analysis of the opportunities for GATT reform it created.342 Eberle delivered a
widely circulated speech the following year in which he began to detail U.S. negotiating
priorities.”343 U.S. officials continued refining these initial objectives into the following summer
prior to the round’s September 1973 launch. The goal, as defined by Nixon, was to “progress
toward free and fair trade” through a combination of reciprocal tariff and NTB reductions and the
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reform of the trading system.344 Negotiators translated this guidance into three principles: ending
discriminatory preferential agreements, tightening disciplines on NTBs and subsidies, and
eliminating or harmonizing unfair advantages stemming from tax systems and domestic subsidies.
The 1974 Act officially authorized U.S. participation and included an unprecedentedly detailed
set of objectives. Congress directed USTR to obtain explicitly specified results for the first time.345
On closer analysis, however, the mandate overwhelming reflected the Williams Commission
report and the administration’s ongoing preparations.
The new policymaking framework ultimately proved more important in shaping the U.S.
position. The 1974 Act placed an empowered STR at the center of the negotiations. Winham and
Ikenberry document the impact of the advisory committee system.346 One outcome was greater
influence for a privileged set of commercial interests. Trade officials increasingly oriented their
activities toward appeasing corporate constituencies. The STR and Commerce Department
conducted hundreds of meetings with the committees throughout the course of the negotiations.
In 1978 alone, the government hosted 141 ISAC meetings, facilitated 200 visits by advisory
committee members to a special trade documents collection, and guided a series of briefing tours
in Geneva.347 The system simultaneously strengthened the state’s position to shape business
interests by providing information to corporate representatives that fed back into joint
establishment of priorities.348 Commerce and USTR began by briefing some 600 policy and
technical level industry participants before dividing them into 27 ISACs, which consolidated new
constituencies by fostering alliances between previously disparate actors.349 This regularized
pattern of interaction increased predictability by enabling negotiators to anticipate stakeholder
reactions and replaced last-minute ad hoc bargaining with a regularized and hierarchical system.
Taken as a whole, the process helped the STR construct consensus by rationalizing the lobbying
process and “talk[ing] to death” private groups that might otherwise object to the agreement.350
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U.S. officials simultaneously assuaged protectionist pressures intensified by stagflation
through the use of commercial and monetary power to impose negotiated restrictions and devalue
to competitiveness. The 1973 trade surplus reverted to a record deficit in 1975 amidst the recession
and high oil prices caused by the OPEC embargo, which reinvigorated political pressures to limit
imports. The 1974 Act’s diverted some of these demands into administered trade remedies. The
Nixon, Ford, and Carter administrations also negotiated voluntary export restraints (VERs) and
orderly marketing arrangements (OMAs) for politically influential industries such as textiles and
steel through the Multi-Fiber Arrangement (MFA) and Trigger Price Mechanism (TPM). Ford
and Carter, however, both remained wary of import restrictions for ideological and inflationary
reasons.351 The failure of price controls to abate the inflationary pressures bedeviling the U.S. and
global economies not only opened space for the revolt against the Keynesian economic ideas
underlying the New Deal order but also advanced the demise of the New Deal trade regime by
turning imports into a crucial component of the inflation-fighting toolkit.
Carter capitalized on floating exchange rates by employing monetary power to increase
U.S. competitiveness in world markets, which supplanted a more traditional New Deal liberalism
associated with the Democratic Party in the process. The attempt to unilaterally reflate the
economy out of the recession through fiscal and interest rate policies widened the trade deficit by
fueling growth rates and inflation well beyond European and Japanese levels and raising the dollar
back to 100 percent of its 1971 exchange rate level from the roughly 80 percent level of 1973.352
The strong dollar weakened exports and attracted imports, resuscitating fears over deteriorating
competitiveness. The recession and deteriorating balance of payments revived interest in the
development of a coordinated industrial policy to help troubled industries and accelerate the
development of high-tech sectors.353 Carter launched sector-specific supply-side interventions
targeting the auto and steel industries. However, he resisted demands for an economy-wide activist
program to promote reindustrialization until the final months of his administration, having
declined to support the comprehensive version of the labor-backed Humphrey-Hawkins Bill to
establish a White House Office of National Economic Planning among other interventionist
programs.
Carter instead drove down the dollar to counter pressures for import protection and use
exports to sustain the expansion. His administration blamed Japan and Europe for refusing to
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reflate in order to absorb their excess production of manufactured goods and manipulating their
currencies to artificially maintain an advantage for their exporters. Europe and Japan, by contrast,
attributed the slide to U.S. exorbitant privilege and unwillingness to allow energy prices to rise to
market levels.354 The dollar’s exchange rate declined by almost 13 percent from 1977 until
October 1978, when Carter was forced to respond with an emergency stabilization package to
diminish the inflationary effects. Carter orchestrated a deal on coordinated reflation at 1978 Bonn
G7 conference through which the U.S. agreed to tighten monetary policy and decontrol oil prices
in return for German and Japanese agreement to lower interest rates and loosen fiscal policy.355
The locomotive strategy quickly collapsed due to the 1979 oil shock. The U.S. delayed its
commitment to decontrol oil prices while Germany and Japan recoiled under rising inflation and
deficits.
The critical point is that U.S. monetary power not only shaped its Tokyo Round objectives
but also supported and even enabled the neoliberal turn amidst this macroeconomic turmoil. The
Carter administration, led by STR Robert Strauss, worked to finalize the GATT negotiations
amidst this turbulent landscape. The European and Japanese interventionist responses exacerbated
U.S. claims of unfair trade as neoliberal ideas about domestic and international economic
governance continued to gain prominence. Ruggie and other scholars contend this “New
Protectionism” by-and-large represented norm-governed rather than norm-transforming changes,
consisting of a reasserted commitment to embedded liberalism.356 The crisis, however, also
accelerated the turn away from the postwar economic philosophies, most notably in the United
States. The ability to deflect adjustment through monetary and commercial power helped offset
pressure for heightened domestic interventionism and diffused distributional conflicts which, in
turn, translated into its demands for the Japanese and Europeans to reconfigure their domestic
economies to limit institutional and regulatory divergences.
The 102 GATT contracting parties finalized the negotiations in 1979. Strauss broke the
negotiating impasse by backing off the “nearly theological position of the Ford administration”
on agricultural subsidies and agreeing to drop the U.S. demand that agricultural be negotiated
alongside industry rather than in separate categories.357 The U.S. still succeeded in reshaping the
international trading system and institutionalizing its fair trade objectives. The parties agreed to
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cut tariffs by 34 percent, on average. Most important were the set of six major agreements on
NTBs that became the first substantive rules to regulate behind-the-border policies. These codes,
signed as optional “stand-alone” treaty instruments, covered government procurement, technical
barriers to trade (TBT), subsidies and countervailing duties, customs valuation, import licensing
procedures, and antidumping. The codes were largely procedural and focused on broad rules such
as transparency and national treatment. However, as Winham argues, the codes “to an important
extent” accomplished U.S. fair trade objectives through “a reduction in the scope for arbitrary
government constraints on international trade” that increased predictability and certainty.358 Other
observers, reflecting the heightened U.S. emphasis on legalization, saw it as a substantial step
forward in the “battle to restore and reinvigorate the international rule of law.”359
Carter submitted the implementing legislation to Congress two months after the conclusion
of the negotiations. The Trade Agreements Act of 1979 passed in the House and the Senate by
395-7 and 90-4 respectively despite concerns it would generate a major political battle. The
agreement received the strong backing of the major business groups and, as a consequence of its
unfair trade provisions and exclusion of import sensitive sectors, garnered the passive support of
import competing industries. The new policymaking structure effectively boxed out organized
labor, which strongly opposed the agreement. STR failed to uphold the congressional directive to
negotiate international fair labor standards and the AFL-CIO warned of downward harmonization
of labor and environmental standards as a consequence of subjecting them to international
discipline. However, the 1974 Act left labor with few avenues to influence the negotiations or to
reshape the outcomes following their conclusion. The 1979 Act also created USTR and transferred
responsibility for administering trade remedies from the Treasury Department to the Commerce
Department, which Congress expected to be more responsive to petitions for protection.
Reconsidering the Neoliberal Turn
The early 1970s were a foundational moment in the development of the U.S. neoliberal trade
regime. The interactive unraveling of Bretton Woods and the New Deal regime triggered a multifaceted crisis that opened a critical juncture in trade, money, and finance. U.S. state actors,
motivated by domestic demands and a desire for hegemonic renewal, emerged as the pivotal
orchestrators of the political strategy that reinforced the foundations of the decaying regime.
Nixon’s NEP ultimately sacrificed the monetary system to maintain a liberal trade agenda and
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combat domestic protectionism through devaluation. Within this macroeconomic context,
members of the Johnson and Nixon administrations partnered with congressional allies to
opportunistically mobilize MNCs and other liberal trade proponents in order to defeat the heavily
regulated alternatives backed by organized labor and import competing industries. These officials
assumed a key role in maintaining open trade by developing an iterative political strategy that
strengthened the corporate political infrastructure, fused the free and fair trade coalitions through
the development of a shared blueprint, and institutionalized this new amalgamated vision through
the 1974 Act with path dependent outcomes. Rather than a case of corporate capture, the crisis
produced a situation in which state actors strategically deployed state power and pragmatically
combined ideological frameworks to organize the private sector in support of their ambitions.
IPE studies, by overwhelmingly focusing on the dollar and financial liberalization, have
obscured the importance of this concurrent reconfiguration of U.S. trade policies, institutions, and
coalitions in the 1970s. Conversely, the trade literature similarly overlooks the significance of the
decade due in large part to the neglect of macro-processes and their influence on the regime’s
restructuring and path of development. The dissertation’s reunification of trade and
macroeconomic analysis therefore allows us to identify the deeper roots of the regime’s gradual
neoliberal turn in the Nixon administration, which fills a significant gap within a critical literature
more often focused on the presidencies of Ronald Reagan and Bill Clinton. The theoretical
framework also draws out the importance of ideational processes, challenging standard
explanations of preference formation by showing how crisis interpretations influenced by
competing forms of liberalism served as the basis for coalitional realignment and institutional
restructuring. However, in doing so, the chapter nevertheless pushes back against paradigmatic
accounts that overaccentuate ideological purity. By contrast, the neoliberal restructuring is largely
revealed as a product of efforts to maintain a liberal trajectory following the defection of labor
and to revitalize U.S. economic hegemony within a new global macroeconomic climate.
The trade and neoliberalism scholarships furthermore fail to draw out the reciprocal
interactivity of the regime’s fracturing and reconfiguration with the decomposition of the New
Deal order and the reform of the international trading system. The surge of imports created by the
monetary-trade negative feedback loop fractured the business-labor coalition and, alongside
inflation and hostile regulatory and tax initiatives, inspired the political remobilization of business.
The political infrastructure developed to shape trade policy, in particular ECAT, foreshadowed
the techniques later applied by the Business Roundtable. The free and fair trade coalition
simultaneously worked through the organizations undergoing a resurgence to combat the New
Deal order, often by developing inventive tactics to overcome internal divisions over tariff rates
97

by refocusing attention on foreign regulatory barriers and labor’s restrictive proposals. Organized
labor, in retrospect, appears to have made a grave tactical error in defecting from the trade
coalition that overestimated its capacity to convert the Democratic Party to its new position. The
trade crisis arguably presented a final opportunity to revitalize New Deal liberalism, as
demonstrated by widespread appeal of the deteriorating competitiveness diagnosis and its
inclusion in the Williams Commission report. Instead, the AFL-CIO found its position undercut
by inflation and enhanced U.S. monetary power and institutional reforms that dramatically
weakened its power to influence trade policy, which in turn led to an agenda that pushed the costs
of trade liberalization onto workers. These domestic dynamics culminated in a Tokyo Round
agreement profoundly shaped by U.S. commercial and monetary power that commenced the
GATT’s own reconfiguration away from postwar embedded liberalism. Chapters five and six
examine more closely how the outcomes from upheavals of the 1970s dictated the neoliberal
transformations of the 1980s.
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Chapter Five
The Neoliberal Dilemma: Mitigating the Conflict of Liberal Trade and Finance
Chapters five and six examine the relationship between the trade regime and the profound
economic and political transformations that produced and arose from the construction of the
neoliberal order. The two previous chapters set the stage by revealing the centrality of trade in the
collapse of Bretton Woods and the influence of its demise on trade strategies, coalitions, and
institutions. The fifth chapter employs interviews and archival data from the Reagan Presidential
Library to interrogate a second inflection point: the 1980s trade crisis. What caused it? What
dictated the response? And how did the response influence the regime’s path of development? I
argue the pursuit of liberal trade and finance within the global dollar system established the
structural conditions for a trade crisis, which was triggered by the unintentional co-development
of U.S. neoliberal macroeconomic policies and Japan’s statist export-oriented economic model.
The solutions to this “neoliberal dilemma” – the intercurrent clash between U.S. neoliberal trade
and macroeconomic policies in the global dollar system – pursued by Reagan and a changing
Democratic Party molded the regime and the growth strategies that replaced New Deal liberalism.
Ronald Reagan entered office championing free trade. He left, in the words of his Chief
of Staff and Treasury Secretary James Baker, having “granted more import relief to U.S. industry
than any of his predecessors in more than half a century.”360 Rapid import penetration,
unprecedented trade deficits, and a dramatic shift in trade composition challenged his ideational
proclivities and ignited a national debate over the meaning of this overwhelming blur of data and
dislocations. Reagan inherited the crisis postponed by Nixon: a deteriorating current account
balance and declining trade competitiveness now further complicated by financial liberalization
and floating exchange rates. Its specificities, however, resulted from the regime’s intercurrent
clashes with the final throes of the New Deal order and the “quiet failures” of early neoliberalism,
which were hardly quiet at the time.361 The Volcker Shock, Reagan’s supply-side fiscal policies,
and the defense buildup combined to force a deep recession followed by a debt-fueled recovery
financed by hundreds of billions of dollars of capital inflows from Japan and other surplus
countries. Capital inflows eased resource constraints and enhanced monetary power by enabling
the indefinite delay of balance of payments adjustment. Yet the influx caused a precipitous dollar
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appreciation and the dramatic reorientation of the U.S. position in the global political economy,
which delimited its policy choices and completed its postwar reversal into a structural importer of
both goods and capital with lasting effects on patterns of trade, investment, and production.
Actors once again developed competing crisis diagnoses that largely reproduced the 1970s
divisions, albeit with greater variation in proposed reforms and within a political environment
captivated by fear of hegemonic decline. Policymakers, business and labor leaders, and academics
clashed over the importance of macroeconomic, trade, and competitiveness factors and offered
solutions spanning the ideological spectrum. The muddled, tripartite response that officials
ultimately advanced reflected the decentralized institutional landscape in which they operated, the
embrace of different crisis defining ideas by conflicting political factions, and the constraints on
policy autonomy imposed by U.S. – Japan co-development. The administration’s inability or
unwillingness to regulate capital flows left trade and monetary policies as the principal avenues
for adjustment. Reagan, under intense pressure from Congress, resorted to hegemonic tactics in
an effort to force Japan, Western Europe, and the NICs to reformulate their policies rather than
thwart his own domestic agenda by addressing underlying imbalances. The path dependent
processes catalyzed by the 1974 Act helped maintain a predominantly liberal trajectory by
incentivizing mobilization around a trade-based adjustment strategy combining administered
protection and foreign industrial targeting. His administration was forced to pair this approach
with the Plaza Accord, a negotiated dollar depreciation that used monetary power to reinforce
coalitional coherence and combat pressures for import restrictions and interventionist solutions.
The trade and current account consequences of the Reagan revolution nonetheless
contributed substantially to its failure and replacement with a “national competitiveness” dialogue
explicitly designed to counter the economic challenge posed by Japan and Germany. This third
component of the crisis response, led by an ascendant congressional faction of “New Democrats”
and a group of business leaders, supplanted the Democrats’ New Deal liberal agenda and
dampened the party’s demands for import protection. The blueprint became the epicenter of its
own version of supply-side neoliberalism institutionalized in the Omnibus Trade and
Competitiveness Act of 1988. The “competitiveness movement” transformed the neoliberal
project by reimagining it as a response to foreign competition and integrating liberal international
economic policies into a more comprehensive strategy focused on the promotion of markets,
investment, and long-term productivity growth. In drawing out these dynamics, the chapter
advances the dissertation’s arguments concerning the nationalist content of U.S. neoliberal
economic policies and the contradictions embedded within the neoliberal project.
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The chapter proceeds in eight parts. The first section engages leading accounts of the
1980s trade crisis and neoliberal turn before employing the dissertation’s analytical framework to
illuminate their complex interactivity. Sections two and three trace the origins of the crisis and its
disruption of the Reagan administration’s first-term trade agenda. The fourth section details the
crisis diagnoses and proposed solutions. Sections five, six, and seven examine the trade, monetary,
and competitiveness responses. Section eight concludes.
The Interactive Neoliberal Turn
Reagan’s landslide election marked a critical juncture in the political order.362 The perceived
inability of Keynesianism to resolve stagflation or mounting fiscal and distributional crises
combined with widespread belief in hegemonic decline to provoke a reconsideration of the
postwar settlement.363 Classic accounts, as Best identifies, present the transition through overly
smooth narratives that gloss over the failures of early neoliberalism and the extent to which
policymakers combined Keynesian and neoliberal ideas before and after the early 1980s.364
Mudge and Cebul similarly illuminate the need for nuanced analysis of changes in party ideologies
and platforms by revealing a variety of paths to and versions of neoliberalism.365 Reagan
nevertheless asserted himself as “the single most important political figure” in a “free market
conservative” movement committed to overthrowing the New Deal order.366 His promises to halt
government expansion and generate a surge in private savings, fixed investment, productivity
growth, and profits by relying on the “magic of the marketplace” never came to fruition.367 Yet
he oversaw a profound reconfiguration of the U.S. political economy unleashed by failures and
successes alike that included taming inflation, crushing labor power, rolling back social
protections, catalyzing financialization, and initiating the trend toward growing inequality.
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International trade is noticeably absent from leading accounts on the ascendance of the
neoliberal order despite “free trade” being deemed central to it.368 Its exclusion fortifies the
impression that “the logic of neoliberalism is inexorable” by obfuscating the incompatibility of
different components of the neoliberal project and the manner in which accelerating global
economic interdependence transformed “actually existing neoliberalism.”369 The trade
scholarship reinforces this separation. Critical accounts emphasize important topics including the
growing political power and coherence of MNCs and the use of institutional design to “lock-in”
liberal policies yet critically miss the opportunity to interrogate the relationship between trade and
early neoliberalism.370 The mainstream literature does, by contrast, pay close attention to the trade
consequences of early neoliberal macroeconomic policies without invoking the term. Destler’s
representative account maintains the regime was “sorely tested in the 1980s” by macroeconomic
forces but that the “dikes constructed over the decades to protect liberal U.S. trade
policies…held.”371 These interpretations, however, approach trade as a quarantined domain
battered by exogenous forces rather than as part of a co-constituted and evolving political project
shaped by interactive processes that transformed both the regime and order.
The holistic framework established in chapter two allows us to break down these silos and,
in doing so, generate new insights into the intercurrent development of the regime and the political
order in the 1980s. Most studies in the mainstream trade literature engage two central debates.
The first problematizes the sources of heightened pressures for import restrictions. The sharp
increase in demand for protection is predominantly attributed to the strong dollar and rising trade
deficit, which are in turn credited to U.S. macroeconomic policies.372 There is substantial truth in
this nearly consensus argument but also important problems with it. For one, the emphasis on
temporally proximate causes obscures the deeper and historically contingent sources of 1980s
368
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trade pressures. The macroeconomic roots of the crisis, returning to chapter three, can be traced
to the inherent conflict between liberal trade and finance identified by Keynes. The prioritization
of financial openness and the floating exchange rates of the global dollar system gave new life to
an old challenge that incited a multi-faceted search for new ways to counter the painful and violent
adjustments in trade created by enormous capital flows. In addition, as Klein and Pettis help
illuminate, the standard narrative’s singular focus on domestic macroeconomic policies overlooks
the role of capital inflows “pushed” onto the U.S. in driving the rapid growth of its current account
deficit and the abrupt reconfiguration of its hegemonic position in the global political economy.373
The second debate disputes the causal mechanisms responsible for trade outcomes. The
most prominent exchange contests the relative importance of interests and institutions. Interestbased arguments maintain changing business preferences driven by increased internationalization
and enhanced MNC countermobilization against import competing industries curbed
protectionism.374 Institutional arguments emphasize the delegation of trade authorities to the
executive and the reform of trade remedies introduced in the Trade Act of 1974.375 Although each
side offers critical contributions, the debate is profoundly constrained by these battle lines. For
one, the dualistic approach neglects interpretative context and the self-reinforcing feedback
processes between interests and institutions instigated by the 1974 Act. Most important, however,
is that their treatment of the trade regime as a separate and analytically distinct domain leaves the
literature prone to substantial omitted variable biases. The narrow lens of “interests versus
institutions” disguises how the trade conflicts of the 1980s were shaped by and spilled into the
fierce concurrent debate over the reconstitution of the political order. Early neoliberal
macroeconomic policies triggered the trade crisis and the resulting political pressures
overwhelmed the trade regime, which forced the Reagan administration to sacrifice its neoliberal
exchange rate policy to preserve liberal trade and still enabled congressional Democrats to reverse
or modify core components of its domestic program.
The analysis of the U.S. trade regime in the 1980s remains incomplete without addressing
the question of hegemony. Bhagwati, among others, argues the American willingness to embrace
“aggressive unilateralism” was an unjustifiable departure from its postwar policies and liberal
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trade principles through which it sought to extract greater gains from trade.376 His latter contention
is undeniably true. The former, however, mis-categorizes the actions as an exception to the norm
rather than a reversion to the tradition of “liberal economic nationalism” in which U.S. officials
intermittently use their leverage to rewrite international economic rules in pursuit of self-defined
national interests.377 The construction of Bretton Woods, while infused with idealism, also
represented a “precise calculation of the balance of national interest” in establishing dollar
hegemony and an open trading system.378 The New Economic Policy exuded a more nakedly neomercantilist logic that lacked the sugarcoating and mutually beneficial outcomes of a systembuilding project. The Reagan project not only followed established precedence but also anticipated
Trumpian economic nationalism by attempting to pry open global markets to U.S. goods, capital,
and investment with illiberal, coercive trade policies.
Panitch and Gindin risk overstating its success but provocatively and accurately describe
the 1980s iteration as a project to reconstruct Japanese and European societies in order to integrate
them into global capitalism on U.S. terms.379 The crusade against unfair trade policies comprised
a central aspect of this effort. The global dollar system also crucially influenced the U.S. response
by providing officials with super-charged monetary power that enhanced their ability to deflect
adjustment in addition to delaying it through access to financing. However, as Green contends,
their singular emphasis on the unidirectional outward projection of power discounts how the
actions of foreign states also structured the United States. The result is an overemphasis on the
capacity of the U.S. to “choose and shape” the structural foundations of the global political
economy, which is “excessively voluntaristic” and overlooks the effects of unintended and
unexpected co-development of capitalist states. The intensification of U.S. – Japan codevelopment, as this chapter shows, established serious constraints on the policy options available
to U.S. officials and structured their actions in critical ways that were hugely consequential for
the trade regime and the political order. In the regime, trade patterns generated by the capital
inflows precipitated intense demands for import protection that upset Reagan’s promise to
implement the most liberal agenda in U.S. history and inspired his administration’s aggressive
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unilateralism. Even more profoundly, the political consequences of capital inflows impeded early
U.S. efforts to implement neoliberal economic ideas, upended its domestic politics, and eventually
forced a fundamental transformation of the neoliberal project.
Japan, Neoliberal Macroeconomics, and the Costs of Exorbitant Privilege
The global dollar system and financial globalization established the necessary structural
conditions for the crisis. The immediate cause of its deepening was an accidental and unexpected
form of U.S. – Japan co-development precipitated by early neoliberal macroeconomic policies.
The crisis progressed in three stages that produced a contradictory blur of change: the apex of
stagflation, the Volcker Shock and recession, and the “super dollar” inflated by a flood of hot
money.
Sectoral trade problems grew in magnitude throughout the 1970s despite the Nixon and
Carter depreciations. The U.S. economy, albeit still comparatively closed, became more tradedependent at the same time its firms faced a profitability crisis due to stagflation, high oil prices,
and growing labor costs. Exports and imports increased from 13 percent of GDP in 1960 to 24
percent by 1980. Trade composition also began changing as Japan, Western Europe, and the NICs
continued closing the immense postwar gap. The U.S. share of world manufactured exports shrank
23 percent over the decade, by the end of which 70 percent of its domestic market faced foreign
competition.380 Core postwar sectors including steel, autos, and textiles and apparel lost significant
domestic and world market share. Foreign firms also made rapid inroads in emerging high-tech
sectors including semiconductors, consumer electronics, computers, and machine tools,
exacerbating widespread anxieties of decline and deindustrialization before the end of the decade.
The escalation to “trade crisis” began in October 1979 when Paul Volcker, who Carter
appointed as Federal Reserve chairman, launched his monetarist attack on inflation. Volcker’s
decision to target the money supply regardless of interest rates marked a pivotal turning point in
the political order. He replaced a five-decade commitment to full employment at the heart of the
New Deal with a new monetary regime targeting price stability. Short-term interest rates climbed
above 19 percent in 1981. Tight money and credit forced the double-dip recession of 1980 and
1981-1982, the worst since the Great Depression. The shock propelled unemployment above 10
percent and created harsh conditions for productive investment, inducing a fixed capital purge that
exacerbated deindustrialization across the manufacturing belt. The U.S. experienced its steepest
recorded drop in fixed investment in manufacturing structures and equipment between 1979 and
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1983 while employment in durable goods manufacturing fell by 15.9 percent, or more than 2
million jobs. High interest rates spilled into the global economy by undermining commodity prices
and sparking the Latin American debt crisis. U.S. exports declined by 17.5 percent between 19801982 even as imports, which typically fall during a recession, grew by 8.3 percent.
Figure 5.1. U.S. trade weighted dollar index, 1973 - 1988
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The Volcker Shock intersected with Reaganomics and a turning point in Japan’s late
development model to transform U.S. and global patterns of trade and capital flows. Reagan, who
assumed office during the depths of the recession, announced a package uniting the ideas of his
supply-side, monetarist, and neoclassical advisors that promised explosive growth driven by a
balanced budget and higher fixed investment, private savings, and productivity.381 The reality
proved otherwise. The 1981 Economic Recovery Tax Act (ERTA) instead produced “deficits as
far as the eye can see,” creating fears public sector borrowing would “crowd out” private
investors.382 High interest rates instead pulled in Japanese capital – a product of a high national
savings rate generated through suppressed demand – freed in 1980 by cautious first steps toward
financial liberalization and in search of foreign opportunities amidst slowing rates of domestic
investment. U.S. deficits had, in brief, stimulated domestic demand filled by imports from Japan
381
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(and elsewhere). Japan then recycled the dollars used to pay for their exports back into U.S.
treasuries to finance the deficit, which enabled the cycle to continue.383
This entirely unanticipated outcome introduced a new set of tradeoffs. Foreign capital, on
the one hand, supercharged U.S. monetary power by allowing policymakers to escape fiscal
constraints and indefinitely defer difficult decisions about resource allocation without triggering
inflationary pressures, which were channeled into financial markets.384 Although not immediately
appreciated, the U.S. could now run virtually unlimited budget deficits and indefinitely delay
balance of payments adjustment. The Volcker Shock reinforced dollar primacy previously
threatened by inflation and transformed the U.S. into a net importer of capital, which began
running “uphill” into U.S. financial markets.385 Expansive fiscal policies financed by foreign
borrowing powered a consumption driven recovery. The economy entered into a period of rapid
expansion from 1982 until 1990, which helped hide the crisis facing many import-exposed
industrial sectors.
Capital inflows generated a sharp dollar appreciation that contributed substantially to the
rapid deterioration of the U.S. trade balance and a precipitous shift in trade composition. The
Volcker Shock effectively solidified the role of the U.S. as the consumer market of first resort for
the world’s export-oriented economies. The Reagan Treasury Department’s commitment to
exchange rate non-intervention collided with the surging demand for dollars to invest in U.S.
assets offering high rates of return. Treasury Undersecretary Beryl Sprinkel, a monetarist and
Milton Friedman acolyte, announced the policy in an April 1981 memo stating its consistency
“with the President’s domestic economic program” to allow “market forces to determine exchange
rates.”386 The Reagan administration cheered the strong dollar as evidence of economic vigor
despite its trade-distorting effects. The IMF and Federal Reserve measured the dollar’s
appreciation from its 1980 average through its February 1985 peak at 67 and 88 percent
respectively.387 Japan and West Germany capitalized on the strong dollar and burgeoning U.S.
demand for substantial portions of their GDP growth during the first half of the decade.388
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Figure 5.2. U.S. current account balance, 1970 - 1987
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Immense trade imbalances followed.389 The merchandise trade deficit, which measured $4
billion in 1971 and $35 billion in 1981, reached a historically unprecedented $170 billion in 1987.
U.S. imports rose 55 percent from $273 billion to $424 billion from 1981 to 1987 while its exports
increased by only 6 percent from $239 billion to $254 billion over that period. An influx of
increasingly sophisticated products meant that energy and raw material imports no longer
dominated the deficit. The bilateral deficit with Japan reached $59 billion in 1986, accounting for
one-third of the U.S. total. Japan’s recycling of its export earnings proved to be the first iteration
of a model repeated by South Korea and China. The cheap imports financed by U.S. capital
imports meanwhile became a defining feature of the neoliberal order that, alongside the cheap
credit conditions fostered by those capital inflows, both helped create and offset wage
stagnation.390
The Unraveling of the Reagan Trade Agenda
Reagan’s nascent trade agenda promptly collided with the neoliberal macroeconomic revolution
and U.S. – Japan co-development, creating dynamic intercurrent frictions that destabilized the
U.S. political system by disrupting an array of interdependent policy regimes. Import penetration
389
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and declining sectoral market share revealed deep intra-administration fissures on trade and set
the stage for a fierce, protracted conflict with congressional, business, and labor leaders that
gravely tested the frameworks for policymaking and administration established by the Trade Act
of 1974.
William Brock, a former senator and party chairman, led development of the
administration’s trade principles and Japan trade strategy as Reagan’s first trade representative.
The documents combine Reagan’s free market convictions with political imperatives. The
“Statement on U.S. Trade Policy” commits to “free trade, based on mutually acceptable trading
relations” and to “strongly resist protectionist pressures” while combatting “trade distorting
interventions by government” and “effectively” enforcing trade remedies.391 The competitiveness
and adjustment sections situate trade within Reagan’s neoliberal agenda. The administration’s
monetarist and supply-side macroeconomic and regulatory policies are sold as the solution to
foreign competition. The statement promotes a laissez-faire adjustment strategy, contending “U.S.
industry must either find a way of upgrading its own capabilities or shift its resources to other
activities” when other nations have a “natural comparative advantage,” and pledges to “avoid
import restrictions, subsidies to domestic industries, and other market distorting measures.”
The “Trade Strategy Toward Japan” portrayed transformative changes to Japan’s
economic structure as a precondition for liberalizing domestic trade policy.392 The internal memo
identified “the enduring imbalance in the relative openness of our two economies” as the “root of
difficulties” in the bilateral relationship, which is complicated by the Japanese belief “their
economy is rather open.” In response, the memo called for “a new U.S. trade policy approach”
focused on the reduction of “informal trade barriers…embedded in the structure and institutions
of the economy” because “substantial and long-term improvement” in bilateral trade performance
“cannot be achieved simply by dismantling the remaining formal barriers.” “Failure to make
substantial progress,” the memo argued, “would place enormous political pressure on the
Administration to retreat from its basically open trade position and would endanger the goal of
greater reliance on market forces.” The strategy prioritized disciplining industrial policies,
contending that “if we are to avoid another round of major industrial trade disputes…over a whole
range of new, high-technology products, we must take steps…to ensure that the Japanese do not
insulate another generation of infant industries while those industries become world-class
competitors.”
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Severe sectoral problems undermined both strategies even before the dollar entered its
steepest climb. One USTR staffer recalled “being pulled both ways” by “the ideologues of the
administration” and “business groups” struggling from import competition.393 Japan agreed to
voluntary export restraints on autos in order to preclude a congressional push for legislated quotas
organized by Senator John Danforth (R-MO).394 The decision pitted the Transportation,
Commerce, and Labor departments against Treasury, State, the Office of Management and Budget
(OMB), and the Council of Economic Advisers (CEA).395 Brock justified supporting the controls
despite his intellectual commitments in order to avoid a steeper mandated reduction.396 OMB
Director David Stockman, an architect of the Reagan Revolution, called the action
“philosophically inimical to what I thought we stood for.”397 The administration also renewed the
Multi-Fiber Agreement and negotiated new voluntary restraints on imports of European steel.
Import penetration simultaneously triggered sharp increases in administered protection and
petitions for national security safeguards.398 The denial of administered relief in high-profile cases
underscored a widespread belief in Congress that Reagan officials did not comprehend the gravity
of the crisis, which was further exacerbated by a breakdown in the consultative process.
Reagan’s competitiveness and adjustment policies encountered similar opposition.
Stockman succeeded in slashing TAA as part of his attack on government expenditure programs
despite the rush of labor market dislocations. Japanese competition, however, precipitated calls
for interventionist responses even from within the administration. The Cabinet Council on
Commerce and Trade (CCCT) launched a high-tech industries working group led by the
Commerce Department, which remained a stronghold for economic planning and trade activism,
that prepared a study on “the ability of key U.S. high technology industries to maintain
competitiveness” in global markets.399 The draft concluded “the United States faces a major
challenge to maintain its broad technological preeminence” and that in particular “the Japanese
have begun to close the gap in a variety of sectors.”400 The authors singled out semiconductors,
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warning the U.S. “no longer has the lead in several important areas of semiconductor technology”
and attributing blame to foreign industrial targeting and a litany of domestic problems including
technology transfer and the cost and availability of capital. Opponents blocked its publication.
Paul Krugman, then a CEA economist, objected “the paper explicitly states that the U.S. should
respond to foreign targeting with counter-targeting” and failed to provide evidence backing its
main assertions.401
These sectoral disputes soon escalated into a national debate over foreign competition, the
role of trade in the U.S. political economy, and deindustrialization. Interview subjects recall a
pervasive sense of crisis, uncertainty, and volatility. William Reinsch, a former adviser to Senator
John Heinz (R-PA), remembers the “intellectual ferment” created by repeated clashes over trade
restrictions that “put a bunch of issues in a debate on the table that had taken place in the back
room in the sixties and seventies.”402 Each time Reagan “did or did not take action,” according to
Reinsch, “created a philosophical debate about what kind of trading system do you want to have
and how far should the government go in dealing with problems.” The specifics of the debate
revolved around Japan. Bruce Stokes, a leading trade journalist at the time, underscores how the
“psychological shock” of the Japanese commercial challenge upended the worldview of a “whole
generation of Americans who grew up thinking the U.S. had no international competitors.”403
Rufus Yerxa, staff director of the House Ways and Means trade subcommittee and future Deputy
USTR, recollects “it was all about the Japanese” and “when the trade deficit went up to $150
billion…everybody thought the world was going to end.”404
Conflicting Crises and Competing Strategies for the 1980s
The rapid deterioration of the U.S. trade balance renewed conflict over its meaning, causes, and
solutions.405 The interpretations once again exhibited overlap while offering competing
assessments grounded in diverse normative commitments. This crisis also differed in crucial
respects. The 1980s trade battles became more deeply intertwined with the conflict over the
political order. Contestation over the trade regime emerged as a subcomponent, albeit a central
one, of a comprehensive debate over the U.S. political economy. The complexity of the crisis and
intra-party divisions led to a proliferation of crisis-defining ideas that produced a more fractured
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ideational and political landscape. The scale also meant its reach extended beyond elite circles
into “everyday politics.”406 Import penetration and the trade deficit symbolized hegemonic decline
to the mass public, which dictated discursive strategies and delimited the range of responses by
increasing the political salience of trade. Finally, path dependence shaped not just the crisis and
its resolution but also the interpretations. The prior triumph of the unfair trade diagnosis embedded
it within the policy debate. Decisionmakers, as Pierson notes, “overwhelmed by the complexity
of the problems they confront” will often “lean heavily on preexisting policy frameworks,
adjusting only at the margins to accommodate distinctive features of new situations.”407
Macroeconomic Diagnoses: Twin Deficits and Currency Manipulation
The first set of interpretations identified macroeconomic causes. Treasury Secretary Don Regan
and Sprinkel continued denying causal links among the budget deficit, real interest rates, the
strong dollar, and the trade deficit.408 Consensus, however, emerged outside the department on the
strong dollar’s pernicious effects despite disagreements over its causes and relative importance.
Brock, Secretary of State George Shultz, Commerce Secretary Malcolm Baldridge, and
Agriculture Secretary John Block pushed for depreciation.409 CEA Chairman Martin Feldstein
candidly described the tradeoffs but argued the capital inflows outweighed the costs of the strong
dollar.410
Feldstein popularized the “twin deficits” argument that contended the U.S. fiscal deficit
caused its current account deficit, which became the leading macroeconomic diagnosis and gained
nearly universal acceptance even among proponents of other stances.411 Classical liberals,
however, identified U.S. macroeconomic policies as the principal or even the sole factor
responsible for the trade deficit and the manufacturing sector’s problems. Prominent advocates
included the Brookings Institute’s Robert Lawrence and Charles Schultze, who was previously
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Carter’s CEA chairman, as well as former Federal Reserve chairman Arthur Burns.412 Schultze,
for example, pointed to a “faulty mix of macroeconomic policies” combining “excessively tight
money and prospective budget deficits of huge proportions.”413 C. Fred Bergsten warned that
Reaganomics “probably represents a greater immediate threat to U.S. global interests…than do
the Soviets.”414 Volcker, who maintained a similar stance, feared the U.S. becoming “addicted”
to foreign capital because producers “would be sacrificed” and “the process would break down”
when countries redirected savings toward domestic investment.415 The interpretation called for
reducing budget deficits, entrenching trade in fierce partisan battles over New Deal and neoliberal
policies.
The BRT also leveled charges against Japan for currency manipulation. Caterpillar CEO
Lee Morgan, the chairman of its international trade and investment task force, was the driving
force.416 Morgan commissioned a study that identified the yen as deliberately undervalued due to
Japan’s restrictive capital market policies and determined it a “major contributing factor to current
distortions” in bilateral trade.417 CEA economists including Krugman and Jeff Frankel strongly
contested its conclusions. 418 Krugman went so far as to call it “clever and deliberately
dishonest.”419 Frankel similarly argued the yen was “considerably less” undervalued against the
dollar than the European currencies and labeled U.S. monetary and fiscal policies as the primary
cause of the exchange rate swing.420 Morgan and the BRT nonetheless pressed for an active
exchange rate policy, the liberalization of Japanese financial markets, and the use of domestic
trade statutes to offset undervaluation through retaliation or an import surcharge.421
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Trade Diagnoses: Unfair Trade and Incompatible Systems
The second set of interpretations focused on trade. Proponents acknowledged the strong dollar
while contending that foreign trade and industrial practices, in particular those of Japan,
exacerbated the crisis. The unfair trade diagnosis, premised on perceived inequities in market
openness, gained further traction in the early 1980s. The claim inspired calls for single-issue
protection but, as Reinsch noted, also motivated philosophical and strategic debates. Danforth was
a key figure in a loose coalition clamoring for bilateral, sectoral, and even product-by-product
“reciprocity.” The demands, despite invoking GATT principles, challenged MFN and embedded
liberalism by pressuring trade partners to make unilateral concessions under threat of retaliation.
Susan Schwab, a Danforth advisor who later became U.S. trade representative, recalls determining
it was “the only thing that was going to counterbalance closing the U.S. market” and “enable
members of Congress who didn’t want to be protectionist to fight that pressure.”422 Business
support divided along sectoral lines. High-tech and services firms favored reciprocity while
agriculture and many MNCs in traditional sectors opposed it in fear of retaliation.423
Reciprocity and unfair trade exposed fissures within the Reagan administration. Brock and
other USTR officials became advocates for political reasons and based on the belief that Japan
did “unfairly” restrict imports and support domestic industries. In January 1983, Brock argued the
administration needed to “vigorously pursue unfair trade practices by other governments” in order
to “rebuild the coalition in support of an open trade policy.”424 The proposal translated into a
sustained effort to overhaul the administration’s Japan strategy. In May, he argued the U.S. had
“come to a stage in our trading relationship with Japan, strategically and politically, where a
redirection of emphasis is both appropriate and essential.”425 Frustrated that efforts to secure
equivalent market access had failed to produce measurable export gains, he pressed for action on
“what has become…the key issue” of “eliminating the trade distortions and market disruptions
emanating from Japanese industrial policies” and other barriers “that arise from deeply rooted
attitudes, beliefs, and practices in Japan’s business world.”
The administration’s classical liberals and “revisionists” challenged the fair traders. The
former, led by CEA Chairman William Niskanen, disputed claims concerning Japanese trade
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barriers and industrial policies. Niskanen singled out Japan’s high savings rate.426 Frankel
similarly maintained that “to our knowledge, no Japanese trade policy discriminates against the
U.S. per se.”427 The latter, mostly housed in the Commerce Department, advocated an activist
strategy more closely aligned with USTR but premised on a divergent view of Japan that inspired
calls for managed trade. Clyde Prestowitz, a chief proponent, challenged the twin deficits
diagnosis on the grounds “that by 1981 – before the dollar was strong or the deficits had an effect
on Japan – the result was clear.”428 Yet he also criticized fair traders for being “too oriented toward
making the Japanese like us” and demanding a fundamental societal overhaul to which Japan
would not acquiesce.429 U.S. officials, he concluded, had to “discard the belief that the Japanese
market is like that of the United States, and that it can be opened and made to operate similarly”
and instead focus on protecting national assets and creating frameworks in which competition
could occur.430
Fair and managed trade proponents benefitted from the rise of strategic trade theory (STT).
STT, which evolved out of the fields of industrial organization and economic geography,
challenged liberal orthodoxy’s assumptions of perfect competition and static comparative
advantage by examining how government industrial policies including subsidies, protection, and
targeting could affect patterns of international trade and help firms capture disproportionate
profits.431 For some, the research helped explain Japan’s success and offered a new model for the
United States, especially in high-technology sectors.432 Others, including STT progenitor Paul
Krugman, feared the findings would be used to justify protectionism and went out of their way to
clarify that liberal trade remained the optimum approach that maximized gains for all.433
Competitiveness Diagnoses: Government Impediments, Sectoral Problems, Productivity Growth
The crisis prompted a third set of interpretations concerning competitiveness and adjustment that
became central to interlocking debates over hegemonic decline and the political order.
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Reaganomics offered one response premised on wage suppression and eliminating impediments
to the operation of markets. The administration, despite pockets of activism and an unspoken
commitment to “weaponized” Keynesianism, opposed sectoral interventions and rejected
contentions of a competitiveness problem.434 The February 1983 Economic Report to the
President concluded “the concern about long-run competitiveness is based on misperceptions”
and “the overall performance of the United States…does not suggest a problem of
competitiveness.”435 Many disagreed. Motorola sponsored a study circulated among White House
officials that found “the problem of the Japanese challenge to American industry” aroused the
most concern of any issue investigated by the survey company in 20 years and a consensus among
business leaders on the need for a more collaborative relationship between the private sector and
government.436 Two supply-side alternatives sought to meet this demand: Industrial Policy and
Competitiveness Policy.
Industrial Policy advocates interpreted import penetration and decreasing global market
share as evidence of economic decline and proposed responding through targeted sectoral
interventions that embodied the ethos of New Deal liberalism. Growing frustration with
Keynesian macroeconomic solutions revived interest in tailored “micro-policies” inspired by
Japan and Western Europe to save “sunset” industries and support “sunrise” sectors.437 Industrial
Policy exploded in popularity during Reagan’s first term and fostered a proliferation of diverse
schemes supported by groups from the AFL-CIO to NAM. Some proposals, including Senator
Heinz’s Industrial Revitalization Act, sought to tie import relief to concrete adjustment plans,
which the Reagan administration strongly opposed. 438 Others, such as those advanced by Robert
Reich and Ira Magaziner, offered sweeping visions for economic restructuring.439 Reich and
Magaziner operated from the same premise underlying STT – that countries can create
comparative advantage – to critique deficiencies in U.S. public and private sector investment
strategies. Reich expanded on their work by arguing that rising international competition
necessitated a fundamental reorganization of the U.S. production model to break through the
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institutional gridlock blocking adjustments required to revive productivity and secure leadership
in high-tech sectors.440
Similar concerns gave rise to the “competitiveness movement,” which emerged from the
unlikely combination of a Democratic Party factional split and Reagan’s Presidential Commission
on Industrial Competitiveness (PCIC).441 Competitiveness offered a vehicle to respond to import
penetration “without the discomforts of targeting” by focusing instead on developing an economywide framework to deliver long-term productivity growth.442 Representatives Tim Wirth (D-CO),
Dick Gephardt (D-MO), and other pioneers behind the centrist New Democrats developed their
alternative to both Reaganomics and New Deal liberalism in the early 1980s. Their attention to
high-tech industries and fiscal responsibility arose in response to a political landscape shaped by
economic stagnation, technological change, and economic interdependence.443 House Democratic
Caucus Leader Gillis Long reinforced their ranks by forming the Committee on Party
Effectiveness (CPE) in 1982. The CPE published two path-breaking reports that, according to
staffer Kent Hughes, challenged “the views of many within the Democratic Party” and “risked
being charged with abandoning the spirit of Franklin Roosevelt” for a growth-oriented,
investment-led strategy promoting closer ties between business, government, and labor.444 The
group explicitly prioritized the rejection of import restrictions and instead sought to redirect
attention toward building a stronger domestic foundation for “winning markets abroad and staying
competitive at home.”445
Reagan formed the PCIC, chaired by Hewlett-Packard CEO and BRT member John
Young, as insurance before 1984 election. The commission, drawing on the work of Harvard
Business School’s Michael Porter, defined competitiveness as “the degree to which a nation can,
under free and fair market conditions, produce goods and services that meet the test of
international markets while simultaneously maintaining or expanding the real income of its
citizens.”446 Their report sharply countered Reagan’s CEA by identifying five key trends as
evidence “the United States is losing its ability to compete in world markets:” slow productivity
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growth, wage stagnation, falling manufacturing profits, record trade deficits, and declining global
market share in high-tech industries. Their recommendations specified four mutually-reinforcing
components of a long-term competitiveness strategy: technology and innovation; the availability
of capital for investment; education and human resources; and international trade. On trade, the
PCIC invoked the language of free and fair trade by calling for measures to facilitate adjustment,
strengthening unfair trade statues and disciplines on foreign industrial targeting, and reforming
the multilateral system. The PCIC rejected sectoral interventionism, contending instead that
“government has not effectively performed the legitimate roles it already has” including the
responsibility “for creating an environment within which American business can effectively
compete.”
The Reagan Reversal: The Pursuit of a Trade-Based Adjustment Strategy
U.S. policymakers stitched together a contested and ideologically hybrid crisis response
incorporating trade, macroeconomic, and competitiveness policies that relied heavily on
hegemonic tactics to deflect adjustment. The trade response itself blended diagnoses as a
consequence of dispersed authorities across the executive and legislative branches. Unfair trade
nonetheless remained the dominant interpretive lens despite its contested normative and material
conclusions. The response, in addition to reinforcing judicialization, escalated the use of
commercial power to challenge foreign industrial practices and eliminate impediments to U.S.
exporters and investors in a manner that fractured the postwar embedded liberal compromise.
Why did “unfair trade” retain such a central role? The reasons are manifold. From a
structural lens, U.S. trade policies can be understood as a reaction to the dynamics wrought by
financial globalization and the global dollar system. U.S. officials increasingly prioritized
financial openness in the 1970s and became increasingly unwilling or unable to regulate capital
flows. Carter and Reagan officials, reflecting the neoliberal shift in macroeconomic policy and
the growing practical difficulties of implementation, declined to impose capital controls during
the dollar crisis of 1978 and failed in their efforts to regulate the Euromarkets in the early 1980s.447
Trade policy thus emerged as a principal, if largely ineffective, avenue for deflecting adjustment
from Japanese imports with the reintroduction of an illiberal financial system squarely off the
table. Commercial power offered an alternative mechanism to address the political pressures and
distributional ramifications produced by the influx of foreign capital.
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Powerful political incentives reinforced its prominence. The synthesis of the free and fair
trade platforms remained the most effective vehicle for maintaining a diverse and corroding
coalition. Congressional Democrats and Republicans, lacking influence over exchange rate policy,
employed it as a cudgel to bridge bipartisan differences and attack Reagan as “weak” on Japan
without facing backlash for “going protectionist.” The Reagan administration similarly used
unfair trade to eschew blame for the crisis. Path dependent processes explain the reliance on
specific mechanisms. The policy feedback trajectories initiated by the 1974 Act incentivized
stakeholder mobilization around unfair trade statutes and centralized executive branch trade
authorities within USTR, which empowered its officials over free traders in the CEA and managed
traders in the Commerce Department. Memos also reveal that, irrespective of “correctness,” key
officials believed Japan was acting “unfairly” even when policies did not violate existing rules, a
view shaped by business complaints and the rising influence of neoliberalism in changing
perceptions of what constituted a trade barrier by delegitimating previously acceptable forms of
government intervention as outdated or misguided.
The power of protectionist interests was weakened by the combination of quasi-judicial
administered protection and the disciplining of labor. Import-competing industries reacted by
turning en masse to the unfair trade remedies strengthened by the 1974 Act and lobbying for
statutory revisions to further increase the rate of positive determinations. Congress, over Reagan’s
objections, included an array of changes in the Omnibus Tariff and Trade Act of 1984 that
improved the position of petitioners by broadening definitions, loosening criteria, and expanding
petitioner access. The number of AD/CVD petitions filed and rate of positive determinations
exploded. The Volcker and Reagan assault against labor simultaneously compounded the dilution
of its influence on trade, already weakened by the frameworks for policymaking and
administration. The number of unionized workers plunged by 3.1 million people between 1980
and 1986 as the overall share of the workforce represented by unions dropped from 23 percent to
17.5 percent after a postwar peak of more than one-third.448 Mark Anderson, the Director of the
AFL-CIO’s Task Force on Trade during the 1980s, recollected during an interview that “the
diminution of worker power and the ascension of corporate power naturally carried over into the
international economic arena.”449
Policymakers employed “aggressive unilateralism” to divert the political pressures from
the clash of liberal trade and finance that nevertheless threatened to overwhelm the regime’s
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institutional arrangements toward the elimination of foreign barriers to U.S. exports and
investment. The Reagan administration executed a major policy shift in September 1985 that
attempted to enforce liberal market structures abroad through the targeted application of
commercial power. Its proximate sources can be traced to 1984. Congress used the 1984 Act to
continue escalating pressure on Reagan. The bill includes a modified version of Danforth’s
reciprocity legislation expanding executive negotiating authority and strengthening Section 301
powers of retaliation. The legislation enumerates a list of “objectionable” foreign trade practices
including “measures that deny national or most-favored-nation treatment or otherwise
discriminate in favor of domestic industries” and “measures that facilitate or encourage
anticompetitive market practices.” The act also includes a series of amendments to Section 301.
One enables the president to exercise retaliatory authority with respect to any goods or sector
“without regard to whether or not such goods or sector were involved in the act, policy, or practice
identified” as being unjustifiable, unreasonable, or discriminatory. A second granted USTR the
ability to “self-initiate” Section 301 cases rather than await a petition.
The administration reevaluated its agenda after winning reelection. Brock orchestrated an
overhaul of the Japan strategy that clearly embraced the unfair trade diagnosis. In a memo to the
TPC and CCCT, he acknowledged the role of macroeconomic forces before identifying Japan as
a unique problem because its “economy does not respond to international market forces as it
should under free trade circumstances.”450 He argued that although “some portion of the Japanese
trade surplus is structural and appropriate, part of the surplus is non-structural and is due to a
variety of factors, including market barriers in the capital and current account areas.” The
conclusion led him to contend a “significant reduction in the Japanese surplus – and, in turn, a
substantial reduction in pressures on the system – could result from actions which attack the nonstructural component of the Japanese trade surplus.” Doing so, he maintained, required replacing
the administration’s first-term approach “focused on barriers to access” and dependent on “an
almost total reliance on verbal persuasion” with a strategy to get “Japan to buy more manufactured
goods” through an “explicit willingness to use the leverage available to the United States.”
Brock’s proposal became the basis for a joint memo to President Reagan with Commerce
Secretary Malcolm Baldrige and National Security Decision Directive (NSDD) 154 on “U.S.Japan Trade Policy Relations.” Brock and Baldridge label Japan “the key problem in world trade”
before detailing the two principal elements of the “new approach:” (1) intensive, high-level
negotiations with the objective of securing all market barriers in selected sectors with high U.S.
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export potential; (2) greater willingness to use leverage in response to Japanese refusal to remove
barriers or implement targeted objectives.451 NSDD-154 blames “the buildup of protectionist
pressures in the U.S.” on Japan’s low ratio of manufactured goods imports to GNP and formalized
the strategy targeting structural reforms. U.S. business unified behind an aggressive strategy
toward Japan. ECAT, NAM, COCOM, NFTC, and nine sectoral associations urged Reagan’s
personal intervention.452 Reagan and Japanese Prime Minister Yasuhiro Nakasone agreed in
January to launch the Market-Oriented Sector-Specific (MOSS) negotiations targeting the
elimination of all import barriers to telecommunications, electronics, forest products, and medical
equipment and pharmaceuticals. Prestowitz later recalled “pointing out that, in effect, we were
proposing nothing short of the complete restructuring of Japanese society.”453
Personnel changes and intense pressure from Congress and business ultimately dictated
the September 1985 reversal. James Baker and Don Regan swapped roles as treasury secretary
and White House chief of staff and Sprinkel moved to the CEA. Brock’s appointment as labor
secretary also resulted in Clayton Yeutter becoming trade representative after a lengthy delay.
Congressional activism exploded in the spring in response to the strong dollar and spiking trade
deficit. Ongoing perceptions of the administration’s indifference, exemplified by its elimination
of the auto quotas and rejection of multiple escapes clause petitions, exacerbated frustrations and
closed off established channels for relief. Danforth engineered a Senate resolution denouncing
unfair Japanese trade practices and calling for retaliation absent equivalent market access that
passed 92-0. Senator Lloyd Bentson (D-TX) and Representatives Dan Rostenkwoski (D-IL) and
Gephardt cosponsored legislation pressuring countries running large trade surpluses with the U.S.
to enact reforms under threat of an import surcharge. House Majority Leader Jim Wright (D-TX)
wrote to Reagan in August that “the burgeoning trade deficit is a matter of grave urgency.”454 The
Democrats, in a vivid reflection of their ideological shift, sought “a global economy that is free of
government-imposed trade distortions” but demanded Reagan “use the leverage we have to make
our trade partners toe the line,” warning that unless he “put teeth into America’s trade policy” that
“Congress will have no choice but to take matters into its own hands.”
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Reagan, Baker, and Yeutter unveiled symbiotic trade and exchange rate strategies in
September. The administration’s comprehensive “Trade Policy Strategy,” which Baker internally
called “free trade with a bite,” advanced an integrated set of microeconomic and macroeconomic
policies that welded multiple crisis diagnoses to address that the U.S. “can no longer afford, at
least politically, to maintain open markets without challenging our trading partners to do the
same.”455 The administration premised its plan on the understanding “that the trade deficit is not
largely a result of unfair trade practices but caused in great part by the recent strength of the
dollar.”456 The plan nevertheless called for “tactical measures to eliminate unfair foreign trade
practices and open foreign markets” and to “reduce the trade deficit by increasing exports, not
restricting imports.” Public statements placed even greater emphasis on portraying the U.S. as a
victim of unfair trade. Reagan announced the plan in a September 23 speech to the ACTN. He
proclaimed that “free trade is, by definition, fair trade” and maintained his administration would
“not stand by and watch American businesses fail because of unfair trading practices.”457
Reagan, in contrast with Nixon, rejected calls for an import surcharge and did not directly
link depreciation to trade concessions. The administration did, however, increase pressure on other
countries to support U.S. export expansion through trade and macroeconomic policies. The new
approach can be situated within a longer lineage of “export politics” through which the executive
redirects demands for protection toward reducing foreign barriers. Reagan’s activism, however,
was not only frequently inconsistent with GATT rules but also departed from postwar embedded
liberal precedent by pressuring trade partners into undertaking reforms penetrating deep into their
social compacts, an issue further explored in chapter six. The plan directed USTR to aggressively
use Section 301, including its new self-initiation authority, and launch a new “strike force” with
the Commerce Department to identify and target unfair foreign trade practices The escalation of
U.S. – Japan semiconductor negotiations epitomized the new approach and the thin line between
fair and managed trade.458 The Semiconductor Industry Association (SIA) filed a Section 301
petition alleging structural barriers closed Japan’s market to foreign producers. The case led to a
five-year agreement signed in July 1986 in which Japan committed to stop dumping, open its
domestic market, enforce an export price floor, and encourage businesses to purchase foreign
semiconductors. Japan also committed to increase foreign market share to 20 percent from 8
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percent in a controversial secret side-letter. In 1986, the administration declared Japan noncompliant in response to SIA complaints and retaliated with 100 percent tariffs on $300 million
of computers, televisions, and power tools that were not fully lifted until 1991.
The reversal’s macroeconomic components beyond the Plaza Accord, the subject of the
next section, are often overlooked. Reagan officials rejected Carter’s locomotive strategy in favor
of neoliberal structural adjustment.459 They hoped to reduce the trade deficit by “encouraging our
trading partners” to improve growth in order to increase their purchases of U.S. exports and absorb
more domestic production not through “an old fashioned ‘prime pumping,’ but rather major
[through] structural adjustments such as less government, more private enterprise, tax reform, and
financial market liberalization.”460 The administration pursued this objective through the IMF and
bilateral negotiations such as the U.S. – Japan Structural Dialogue and Structural Impediments
Initiative. The trade strategy also tied into the Baker Plan to address the Latin American debt
crisis. U.S. officials identified the debt crisis sparked by the Volcker Shock as an important cause
of export underperformance and sought to use structural adjustment programs to accelerate trade
and capital liberalization objectives, most notably in Mexico. The administration’s 1985
Statement on International Trade Policy draws the connection explicitly. The document states “the
Administration believes that reform of trade and investment policies should be part of the policy
reforms being negotiated by the IMF as part of conditional financing programs” on the grounds
that “such efforts will contribute to a more open and healthy international environment for U.S.
and developing country trade and growth.”461
The Plaza and Louvre Accords: The Advantages and Limitations of Monetary Power
The Reagan administration released its revised trade agenda the day following the announcement
of the Plaza Accord, which comprised the second pillar of its hegemonic strategy to resolve the
neoliberal dilemma. The intercurrent clash between trade and macroeconomic policies produced
by capital inflows threatened to impede and reverse foundational elements of Reagan’s neoliberal
agenda, including his supply-side tax cuts, and opened cracks in the Republican coalition. Baker
responded by abandoning Regan and Sprinkel’s monetarist-inspired policy of exchange rate nonintervention and resuscitating the devaluation tactics of Nixon and Carter. He employed monetary
power to restore policy autonomy, ease domestic protectionism, and revive manufacturing
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profitability by deflecting adjustment. However, fears of a hard landing from a loss of foreign
investor confidence in dollar-denominated assets complicated his task. The Plaza Accord was the
first in a series of G-5 negotiations between September 1985 and 1987 to depreciate and then
stabilize the dollar. The negotiations ultimately secured a 40 percent reduction in the value of the
dollar against the yen and the deutschmark that contributed to a steady rebound in U.S. exports
and a reduction of its trade deficit.
The dynamics that produced the Plaza Accord are similar to those which motivated the
trade reversal: structural, political, and interpretive. Depreciation offered the ability to remediate
the exchange rate problem without restricting capital inflows or overhauling global trade and
monetary relations. Monetary power, in other words, helped partially offset the neoliberal
dilemma by enabling officials to reap the benefits of trade and capital imports and address the
domestic distributional ramifications of the strong dollar without resolving the underlying
imbalances. The specific solution was the product of political processes even if the structural
pressures were “unsustainable” without a correction. Powerful and bipartisan domestic interests
waged a decentralized political campaign in support of depreciation through deficit reduction,
monetary reform, and eventually negotiations. Other G-5 members, in particular Japan, also
supported a moderate realignment in order to limit U.S. import restrictions from threatening
market access.462 The closed institutional setting of monetary policymaking, however, left the
decision in the hands of the Treasury. Baker’s appointment as treasury secretary effectively
prompted an ideational change within the department from monetarist benign neglect to a more
pragmatic and activist approach. He circumvented Regan and Sprinkle by secretly negotiating the
accord and directly informing President Reagan only one or two days in advance.
The Plaza Accord in fact followed two earlier efforts premised on competing
macroeconomic diagnoses which, in an illustration of co-developmental constraints on U.S.
autonomy, threatened to stop the Reagan revolution in its tracks. In November 1983, the Treasury
responded to BRT lobbying based on its manipulation diagnosis by launching an offensive to
liberalize Japanese financial markets.463 The agenda ultimately strengthened rather than weakened
the dollar by increasing Japanese capital outflows. Krippner questions whether Treasury
recognized the report’s misguided assumptions and infers that the administration viewed it as an
opportunity to redirect demands for exchange rate negotiations toward removing barriers to capital
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flows while also responding to business without abandoning free trade principles.464 Political
divisions spawned by the inflows forced the administration into backtracking on its tax reforms
after efforts to balance the budget through spending cuts fell short of expectations. The BRT and
other business groups campaigned for a balanced budget motivated by the belief the fiscal
imbalance was central to declining competitiveness. 465 Reagan ultimately supported tax hikes
through the Tax Equity and Fiscal Responsibility Act of 1982 (TEFRA) and the Deficit Reduction
Act of 1984 (DEFRA), which diminished one of his biggest accomplishments and fractured his
coalition while generating only one-third of the revenue lost due to ERTA.
Baker signaled openness to policy change and his belief in the twin deficits diagnosis as
early as his January 1985 confirmation hearing even as Reagan continued cheering capital inflows
and the strong dollar. He discretely commenced G-5 consultations with the political crisis
mounting and domestic stakeholders coalescing around intervention. The BRT further escalated
its campaign and began expressing tentative support for foreign exchange intervention and even
capital controls.466 Other business associations including NAM and ECAT as well as the CEOs of
companies including Ford, U.S. Steel, Honeywell, Chrysler, Motorola, General Motors, Eastman
Kodak, and Pfizer joined the crusade. NAM sent a missive demanding the U.S. “undertake steps
immediately in cooperation with the central banks and finance ministries of other countries to help
assure the dollar is in the right direction.”467 The AFL-CIO came out strongly in support of
intervention on the grounds the “overvaluation of the dollar greatly contributed” to the trade
deficit, although its lobbying remained more heavily focused on industrial policies and import
protection.468 Senators Bill Bradley (D-NJ), Daniel Patrick Moynihan (D-NY), and Max Baucus
(N-MT) threatened to impose statutory constraints on the Treasury’s autonomy by submitting
legislation to make intervention mandatory in response to large current account deficits.
Monetary power, similar to commercial power, enabled the U.S. to bridge competing
diagnoses and material divisions by deflecting adjustment. Plaza Accord signatories announced
their commitment to a “further orderly appreciation of the non-dollar currencies” on September
22. The parties agreed to target a 10-12 percent dollar depreciation in addition to the 10 percent
drop experienced since its early 1985 peak. The accord, as Taggart explains, served two purposes:
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first, signaling the dangers to speculators of continuing to bet on dollar appreciation, and second,
an actual agreement on how to bring the dollar down, including the creation of an $18 billion war
chest to finance interventions.469 Baker also urged G-5 members to run larger fiscal deficits and
in return signaled support for what became the Gramm-Rudman-Hollings Act of 1985, which tied
the agreement to the twin deficits diagnosis by establishing mandatory annual deficit reduction
targets. Macroeconomic cooperation between the surplus and deficit countries broke down soon
thereafter. In early 1986, Japan and especially West Germany sought to slow the falling dollar,
which by the end of the 1985 broke the 200-yen level and fell to just over 2.4 marks.
Reagan officials nonetheless became increasingly anxious about the trade deficit’s nonresponsiveness, which fed back into the unfair trade and competitiveness debates. Internal
analyses suggested its continued deterioration was a product of rising import volume rather than
the “J-curve” effect.470 Yeutter, sharing the data with Baker in July 1986, wrote “we still have a
long way to go if exchange rate adjustments are to be the principal factor in correcting our trade
imbalance.”471 “Putting it another way,” he continued, “we’re not likely to see much of a shift in
our trade deficit this year, and perhaps not for the rest of the Reagan Administration, unless we
get some help from our trading partners, or unless we go a whole lot better job on the federal
budget deficit.” USTR economists warned in August that, because of Japan’s economic structure,
“we see little prospect for change in these fundamentals in the near term, and so believe that
substantial trade deficits with Japan will persist despite recent exchange-rate movements and
action on trade barriers.”472 By 1987, Yeutter pled with Howard Baker, Reagan’s new chief of
staff, for a plan to “control the federal budget deficit much more effectively than we have to date”
in order to resolve the “big problems with the trade deficit.”473
Secretary Baker resorted to coercion to secure further realignment. The dollar’s sharp fall
against the yen convulsed Japanese politics. Baker capitalized by signaling support for
stabilization in response for lower Japanese interest rates, which would allow the U.S. to lower
rates as well without precipitating a feared flight of foreign capital. The U.S. and Japan formalized
an agreement through the Baker-Miyazawa Accord of October 1986, in which Japan also agreed
to submit a supplemental spending package and proceed with tax reform. The Louvre Accord,
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signed by the G-5 plus Canada in February 1987, was a further attempt to stabilize exchange rates
in return for fiscal spending and deficit reduction commitments. The agreement failed to stem the
dollar’s decline fueled by speculation and its growing external imbalances. U.S. authorities
responded verbally and with interventions. Their efforts were dwarfed by foreign central banks,
particularly Japan, which aggressively intervened to prevent further appreciation. Frenzied efforts
followed the October 1987 stock market crash before the dollar rebounded in 1988 and 1989. The
trade deficit in goods and services peaked in 1987 at $152 billion before gradually declining to
$30 billion by 1991 which, like the NEP, helped quell the protectionist sentiment in Congress.
The decline, however, proved temporary and returned with vengeance in the mid 1990s.
The episode illuminates the unique privileges of U.S. monetary power but also reveals the
limitations of its ability to choose and shape the contours of the global political economy, which
increasingly constrained its policy autonomy. During the negotiations, U.S. officials failed to
convince Japan and West Germany to agree to specific exchange rate levels that would trigger
automatic interventions or a common set of macroeconomic indicators that would signal a need
for reflation or deflation.474 Monetary power, in other words, provided a short-term solution to the
neoliberal dilemma but provided no respite from the long-term implications of capital inflows on
U.S. trade competitiveness. The U.S. decision to veto rules on surplus countries at Bretton Woods
continued to cause major problems. Nixon responded to persistent overvaluation by breaking the
dollar’s peg to gold. Neoliberal economists predicted flexible rates would enhance adjustment but
instead the periphery reloaded and began recycling excess savings to maintain access to the U.S.
market at undervalued rates. The bilateral trade deficit with Japan hardly budged despite the
depreciation. Japan’s bilateral surplus declined slightly after 1987 but never below its 1984 level
and resumed its climb in the 1990s. Japanese officials offset the stronger yen by increasing credit
expansion and lowering interest rates to shift consumption from households to business, which
helped recapture its competitive edge but inadvertently fueled its late 1980s bubble economy.
The Competitiveness Moment: The New Democrats and the Omnibus Trade Act of 1988
Domestic political and economic turmoil fueled by the influx of foreign capital dominated
Reagan’s second term despite his trade and exchange rate reversals, giving rise to congressional
activism based on the deteriorating competitiveness diagnosis that unmistakably altered the
trajectory of the U.S. neoliberal project. The New Democrats and other party centrists invoked
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trade competitiveness and the threat of relative economic decline to forge a coalition with
Danforth, Heinz, and other likeminded Republicans around a response heavily influenced by the
PCIC. Their efforts culminated in the Omnibus Trade and Competitiveness Act of 1988, a
sweeping bill that extended well beyond the standard confines of trade legislation.475 The trade
chapters ultimately reinforced the 1974 Act framework by further empowering the executive with
authorities to deflect adjustment. The competitiveness strategies, by contrast, institutionalized key
aspects of the Democratic Party’s emerging neoliberal alternative to Reaganomics.
Why did the deteriorating competitiveness diagnosis surge to the forefront of the national
debate after failing to gain traction in the early 1970s? Competitiveness offered a third avenue to
respond to the crisis without regulating capital flows or imposing broad import restrictions and
involved policies under congressional jurisdiction. The scale of the crisis, however, was necessary
but insufficient. Policy entrepreneurs developed and executed a political strategy premised on the
competitiveness diagnosis that enabled actors to overcome disagreements and form new alliances
to drive institutional transformation. Competitiveness, similar to the hybrid “free and fair” trade
platform, proved effective based on its critique of existing arrangements and the constructive
ambiguity of its prescriptions for reform. The platform, which bridged the Democratic Party’s
factional battles, both reflected and advanced the ascendance of the progressive or
“neoliberalized” New Democrats.476 Competitiveness helped the party build new relationships
with high-tech business sectors, which strongly supported and shaped the competitiveness
agenda.477 This notably included John Young and his allies, who launched the private-sector
Council on Competitiveness after Reagan dismissed the PCIC report, which nonetheless played
the same role as the Williams Commission report by providing the “intellectual blueprint” for
congressional reform.
The Democrats converged on competitiveness after abandoning Industrial Policy in the
final stretch of the 1984 election, which Reagan won by a historic margin. The super dollar of
1985 subsequently triggered the nearly four year process that culminated in the 1988 Act. The
Democratic Leadership Council (DLC), the “home” of the New Democrats, formed a Task Force
on Economic Growth and Competitiveness that released an “Economic Competition Index” and
a “blueprint for winning in trade” in October.478 Their plan, which attacked Reagan by drawing
heavily from his own PCIC, welded the unfair trade and deteriorating competitiveness diagnoses.
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The platform called for elevating trade as a national priority and signaled a significant departure
from the New Deal order by emphasizing responsible fiscal policies and the need for strategic
investments in growth and productivity to compete in the global economy. The momentum around
competitiveness accelerated after the Democrats reclaimed control of the Senate in the 1986
election. Members formed a bipartisan Congressional Caucus on Competitiveness that rapidly
grew to more than 170 members. Wright, now speaker of the house and a member of the DLC
competitiveness task force, acted on Young’s recommendation to host a competitiveness
conference in January 1987 and subsequently instructed committees to prepare an omnibus bill.
Michael Wessel, a top Gephardt aide, assumed overall responsibility for coordinating the
legislative package. The bill, he recalled, became the focal point of Democratic efforts to advance
an investment-led approach emulating what other governments were doing to support new
industries and foundational technologies but in a less invasive manner.479 The multi-jurisdictional
process proceeded in a bottom up fashion and with uniform support from across the party. Reinsch
contends its breadth and the hands-off approach adopted by leadership secured critical bipartisan
political support to move the bill through the legislative process.480 Debate centered on the
Gephardt amendment, a revised version of the Bentsen-Gephardt-Rostenkowski proposal that
targeted countries maintaining “excessive and unwarranted” current account surpluses with
retaliatory tariffs. The proposal directed the president to launch negotiations to eliminate unfair
trade practices and work toward a 10 percent annual reduction in their trade surplus. Reagan and
much of the business community attacked the amendment, which featured prominently in
Gephardt’s 1988 presidential campaign, as protectionist. Wessel, by contrast, describes it as an
attempt to use U.S. market power to address unfair practices that ultimately remained grounded
in the broader project to depoliticize trade and develop strong, fairly applied rules.481 Danforth
ultimately brokered a compromise that produced the “Super 301” provision detailed below.
BRT, ECAT, COCOM, and NAM aggressively mobilized to influence the legislation.
Schwab contends their positioning between the administration’s free traders and the activists in
congressional leadership gave them substantial influence over the final version.482 The
associations reversed precedent by identifying their own positions early in the process rather than
waiting for the administration. USTR organized a regular, off-the-record “insiders” meeting with
lobbyists from the major associations and their member companies as part of its efforts to shape
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the bill.483 Business, however, focused their attention on Congress. Wessel suggests the groups
succeeded in efforts to “sand off” the rough edges of trade statutes but underscored the significant
political momentum and broad public support behind aggressive action. The associations, which
played a central role in defeating Industrial Policy, rallied behind competitiveness as a means to
enhance public-private cooperation on business terms. The BRT argued against “closing markets
or relying on a falling dollar to solve the problems of unsynchronized economic policies.” Its
members continued lobbying for deficit reduction and moderate measures to eliminate unfair trade
while pressing for increased federal investment in research and development, a reduced tax and
regulatory burden, and flexible and decentralized labor market adjustment programs.484
The 1988 Act institutionalized hegemonic trade and monetary tactics along with the
foundations of a new investment-based approach to enhancing international competitiveness.
Reagan signed the bill into law on August 23, 1988 after Congress split off a plant-closing
notification provision into a separate bill in order to secure enough votes to override his veto
earlier that summer. The comprehensive legislation delegated new negotiating and fast track
authorities, revised trade laws and adjustment assistance programs, enhanced export promotion
programs, and established the Committee on Foreign Investment in the United States among an
array of other changes.485 Super 301, the act’s most controversial provision, bolstered the strategy
of resolving domestic adjustment problems by restructuring the economies of trading partners.
The section established strict deadlines for USTR to designate “priority foreign countries” chosen
for the “number and pervasiveness” of their “acts, policies, and practices” impeding U.S. exports
and estimate the export gains that would result from their removal.486 Super 301 furthermore
mandated that USTR initiate Section 301 investigations on all priority practices identified for the
priority foreign countries. Critics maintained its unilateral approach undermined GATT dispute
settlement and positioned the U.S. as the judge, jury, and executioner on practices allowed under
international law. The act additionally required the Treasury Department to analyze foreign
exchange rate practices for evidence of manipulation intended to prevent balance of payments
adjustment or gain unfair competitive advantage in international trade.
The competitiveness chapters realized core aspects of the New Democrats’ supply-side
agenda that, in combination with a surprising proliferation of sectoral activism in the final years
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of the Reagan administration, transformed the foundations of the emerging neoliberal order. The
bill, for example, funded an array of new initiatives intended to boost the high-tech sector
including the creation of the National Institute of Standards and Technology to provide an
institutional base for a civilian technology program; the launch of a national network of centers to
enhance the competitiveness of small and medium sized manufacturers; and the Advanced
Technology Program to provide research grants to small businesses and seed money for joint
ventures.487 The act established a twelve-member Competitiveness Policy Council comprised of
business, government, labor, and public interest groups charged with developing a “coherent,
comprehensive, long-run competitiveness strategy.” It additionally elaborated requirements for
SEMATECH, an industry-sponsored, government-sanctioned and subsidized consortium
intended to restore U.S. primacy in semiconductors. Reagan and Congress doubled-down on the
defense-driven investment agenda by boosting funding for the Defense Advanced Research
Projects Agency (DARPA), authorizing a new consortium of machine tool companies, and
announcing a new council on superconductivity research. Despite its rejection by President Bush,
the competitiveness agenda became a focal point of Clinton’s campaign four years later.
The Dynamic Frictions of the Neoliberal Order
The Volcker Shock and Reaganomics marked the decisive end of the New Deal era and signaled
the birth of the neoliberal order. This chapter, by resituating trade as a central component of this
transition, contributes to a growing research program that pierces the common narrative of a
smooth and inevitable rise of neoliberalism.488 Reagan entered office intending to enact the most
liberal trade agenda in American history before running headfirst into a contradiction at the heart
of the neoliberal project: the incompatibility of liberal trade and finance. The neoliberal
configurations of the trade regime and the political order that crystallized in the 1990s emerged
from the strategies developed by his administration, business, and both parties in Congress to
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offset the political and economic disruptions created by this intercurrent conflict incited by
Japanese capital inflows within the context of the global dollar system.
The unintentional and unexpected interactivity of U.S. tight money and fiscal deficits with
Japan’s excess savings rates and liberalizing financial system was the proximate cause of the
second major trade crisis in as many decades. This clash, a product of uneven and combined
patterns of global development, constrained U.S. policy options and shaped its path of
development by producing an historically unparalleled influx of capital that instigated the
comprehensive transformation of American hegemony by reversing its position in the global
political economy. The strong dollar powered an import shock in manufactured goods and
undermined the international competitiveness of domestic manufacturers already struggling from
the double-dip recession produced by the Volcker Shock even as services and non-tradeable
sectors began to reap the benefits from a strong debt-financed recovery. State officials and
nonstate actors once again responded by aggressively contesting the sources of the crisis and
developing rival blueprints that advanced competing responses. The platforms, in an indication of
the ideological tumult of the decade, spanned classical, New Deal, and neoliberal solutions flecked
with new ideas about the role of the state in determining comparative advantage.
The ultimate outcome was a multi-faceted bricolage of responses indelibly shaped by
Nixon’s solutions to the early 1970s crisis, which influenced the political strategies and perceived
interests of actors. The trade-based adjustment strategy paired the reinforcement of judicialized
trade remedies and the imposition of quotas, voluntary export restraints, and orderly marketing
arrangements with the aggressive use of Section 301 and other coercive legal instruments
institutionalized in the 1974 Act to combat “unfair trade” by restructuring foreign markets in
alignment with U.S. interests. The macroeconomic response relied on the augmentation of U.S.
monetary power stemming from Nixon’s abandonment of Bretton Woods in order to deflect
adjustment through depreciation without risking the capital inflows required to finance the budget
deficit. In sharp contrast with the 1970s, however, the crisis burst through the levies of the trade
and monetary regimes into the broader debate over U.S. growth strategies, ultimately leading to
the replacement Reaganomics with a national debate over international competitiveness.
By tracing this response, the chapter underscores a number of the core arguments advanced
in this thesis. From a methodological standpoint, I identify a series of interactive processes
spanning the trade regime, the political order, and the global macroeconomy with an appreciation
for the importance of timing and sequencing. In particular, I illuminate intercurrent tensions
between the trade regime and the political order by focusing on the disastrous and entirely
unanticipated conflict of neoliberal trade and macroeconomic policies that derailed the Reagan
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revolution. I furthermore draw out the path dependencies and contingencies that determined the
U.S. response. In doing so, I reveal that the neoliberal turn was more uneven and less ideologically
coherent than commonly suggested. The conversion of the Democrats during the 1980s emerges
as an extremely significant event in the trajectory of the trade regime by moving the party away
from protectionist responses to the crisis and providing the basis for the new bipartisan supporting
coalition that underpinned the consolidation of its neoliberal configuration in the early 1990s.
Finally, the chapter delves into the complexities of American power through its analysis
of U.S. – Japan co-development. Despite fears of hegemonic decline, U.S. officials retained
unparalleled capacities to shape the contours of the global political economy through the exercise
of commercial and monetary power, which in addition to structuring the actions of other states
played a critical role in maintaining domestic coalitions and supporting the regime’s path
dependent trajectory. U.S. liberal economic nationalism in the 1980s thus served two competing
purposes: using state power to offset the political consequences of macroeconomic imbalances
and achieve more open global markets by challenging “unfair” foreign trade practices but also to
avoid the closure of the domestic market or the imposition of interventionist economic policies.
The chapter nevertheless underscores the real limits of U.S. power as well spawned by the growing
interdependencies of the global political economy. Co-development opened new opportunities,
including the capacity to run tremendous fiscal deficits, but also profoundly unsettled U.S.
domestic politics and forced a fundamental shift in its trade, macroeconomic, and growth
strategies. Chapter six continues to focus on this theme by showing how the U.S. responded to
changing patterns of trade, capital, and investment by launching a global industrial policy to
support the international disintegration of production.
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Chapter Six
Rules for the World: Trade Regulation as Global Industrial Policy
Chapter six continues to interrogate the U.S. response to the 1980s trade crisis. Chapter five
locates its origins in the neoliberal dilemma and U.S. – Japan co-development in a global economy
structured by the dollar system. Rather than limit capital inflows, Reagan responded to political
backlash with monetary and commercial power, temporarily mitigating the conflict of liberal trade
and finance by deflecting adjustment through depreciation, negotiated protection, and coercive
market opening. Chapter six examines a second aspect of the response that further explains the
triumph of the competitiveness diagnosis over a New Deal liberal industrial policy of coordinated
microeconomic interventions. I argue the aggressive pursuit of rules governing the “new issues”
– services, intellectual property, and investment – comprised the core part of a “global industrial
policy” to revive corporate profitability by constructing an international legal framework to
support global production networks (GPNs) and pursuing market access for an emerging package
of services and high-tech manufacturing industries with large first-mover advantages.
The content of U.S. trade policies underwent a fundamental transition during the Reagan
administration that is often overshadowed by the debates over protectionism and hegemonic
decline.489 Services, intellectual property, and investment emerged at the forefront of the agenda
in the early 1980s before becoming principal negotiating priorities in the Uruguay Round and the
Canada – U.S. Free Trade Agreement (CUSFTA), the nation’s first significant preferential
arrangement. The literature often treats the new issues as a natural extension of existing rules and
a predictable response to technological change.490 The new issues, while in certain ways exhibiting
continuity, embodied a more essential neoliberal reconfiguration through which international law
became the principal vehicle to restructure foreign regulatory barriers impeding the transnational
expansion of MNCs in accordance with market-oriented principles that both limited the role of
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the state – the case in services and investment – and strengthened other forms of intervention
deemed necessary for market construction, in particular intellectual property rights. U.S. trade
objectives evolved in a matter of years from shallow integration involving reciprocal tariff
reduction to these new forms of deep integration that penetrated domestic economic and social
arrangements through the imposition of substantive obligations made binding through enforceable
international treaties.
The chapter seeks to answer three questions about this transformation. How and why were
the new issues embedded in the U.S. trade regime? What motivated U.S. negotiators to prioritize
their international diffusion once embedded? And how does examining the new issues inform our
understanding of the relationship between U.S. hegemony and globalization? I contend structural
and technological change created the conditions for their integration but are insufficient for
explaining the specific developmental trajectory. The long-term shift from Fordism to a postFordist or “knowledge intensive” economy increased the political power of emerging sectors,
heightened profitability pressures on older industries, and introduced the ICT infrastructure
enabling GVCs and GPNs. This transition intersected with the neoliberal macroeconomic shock
and intensification of U.S. – Japan co-development, sparking a severe recession and capital purge
that created space for new policies to emerge in addition to accelerating financialization, the rise
of services, and a restructuring of the manufacturing sector. The abrupt reconfiguration of trade
and investment flows simultaneously challenged the domestic market share of U.S. firms, creating
a perfect storm for a disproportionate surge in the offshoring of production.
Within this context, private and public sector policy entrepreneurs jointly developed
political strategies shaped by the Trade Act of 1974 to respond to the corporate profitability crisis
by embedding the new issues into the trade regime to support the international disintegration of
production. USTR and the advisory committee system emerged as a crucial locus of collaboration,
codependence, and leverage. Integration occurred in three phases. Issue development spanned
from 1972 until 1980. Policy entrepreneurs constructed three discrete strategies that involved
organizing coalitions around new policy devices and capitalizing on institutionalized access to
USTR and the regime’s extension into NTBs. Each employed ideational tactics to build coalitions
and justify forum shifting into the trade regime through institutional layering. Strategy
consolidation lasted from 1981 until 1984. USTR, working alongside MNCs, compressed the new
issues into a global industrial policy sold as a liberal response to the crisis diagnosis of competitive
decline. Officials saw the strategy as a means to counter protectionism and strengthen the trade
coalition by opening opportunities in areas of comparative advantage. Business simultaneously
ramped up policy development and lobbying. The Omnibus Tariff and Trade Act of 1984 firmly
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entrenched the new issues in the regime. International diffusion extended from 1985 into the next
decade, although the analysis herein ends in 1988. USTR and MNCs prioritized the new issues in
their trade offensive and used commercial power to embed them in the multilateral agenda.
This analysis challenges common arguments on structural power and generates crucial
insights into the unique role of the U.S. state in the processes underlying globalization. I argue the
global industrial policy reveals that U.S. structural power is inconstant in its sources and its
reproduction depends in part on its relational power, which complicates explanations premised
purely on network effects, by moving beyond state-level analyses to examine how the underlying
sectoral reconfiguration manifested through the trade regime. In doing so, the chapter supports the
contention that the U.S. played an exceptional role in the expansion of global capitalism, including
by restructuring other states through the internationalization of its own legal arrangements. The
rules organizing globalization are imbued with power asymmetries that enabled U.S. firms to
secure disproportionate profits. The strategy, however, emerged in reaction to the changing
structural landscape molded by U.S. – Japan co-development, which reopens a main chapter five
argument about the limits of U.S. structural power and the constraints on its agency. Capital
inflows engendered by the reemergence of global finance and triggered by neoliberal
macroeconomic policies ultimately shattered the New Deal trade regime. The growing power of
business, combined with new ideas and institutional reform, guided the regime’s neoliberal
restructuring in an era of internationalized production with substantial distributional
consequences.
The chapter is divided into six sections. Section two continues by injecting trade regulation
into the debates on structural power and globalization. The third section then examines the
structural reconfiguration of the U.S. political economy. The fourth section excavates the origins
of the three discrete political strategies to integrate services, intellectual property, and investment
into the trade regime. The fifth section details the compression of the global industrial policy and
the sixth section traces its international diffusion. The seventh section concludes.
Trade Regulation and the Reproduction of Structural Power
The debates over hegemonic decline and globalization dominate the IPE literature on the 1980s.491
Susan Strange defied conventional wisdom at the time by arguing U.S. hegemony had in fact
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increased.492 Her argument earned retroactive support amidst post-Cold War triumphalism and
the U.S. economic boom of the 1990s. On productive power, Strange contests the declinists’
reliance on territorial metrics, such as the global share of industrial output and exports. What
matters, she maintains, is the share of world output under the direction of U.S. executives because
“the location of productive capacity is far less important than the location of the people who make
the key decisions on what is to be produced, where and how, and who design, direct and manage
to sell successfully on the world market.”493 She calculates U.S. domiciled firms accounted for
142 of the world’s 300 leading enterprises in the mid-1980s while noting their dominance in
services and growing share of high-tech production. Strange, however, offers no insight into the
sources of structural power or the mechanisms driving its reproduction.494
Recent studies revisit structural power to consider its continued relevance and address its
theoretical limitations. Starrs reveals that, thirty years later, U.S. companies continued to hold
unrivaled profit-shares in nearly every sector and especially those at the technological frontier.495
Winecoff employs network analysis to examine all four domains identified by Strange and finds
the U.S. maintained its position as the “best connected” economy in trade despite China’s
emergence as the top trading nation.496 Schwartz explicitly adopts a different approach by
interrogating the mechanisms generating dollar centrality beyond network effects in order to
“identify the actual forces that maintain a network.”497 Most relevant is his contention concerning
the relationship between productive and infrastructural power. He argues the extension of U.S.
intellectual property laws through the WTO Agreement on Trade-Related Aspects of Intellectual
Property Rights (TRIPS) and other agreements allows a small number of its firms to capture a
disproportionate share of global profits. He finds U.S. firms accounted for 33.9% of cumulative
profits generated by any firm appearing on the Forbes Global 2000 list from 2006 to 2018 and
that firms in sectors characterized by robust intellectual property rights account for 26.6% of those
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profits. In other words, intellectual property rights “are what give U.S. firms monopoly or near
monopoly power in the global (and local) commodity chains they construct.”498
This agent-centered approach offers new insights into the reproduction of structural power.
His sole emphasis on intellectual property, however, oversimplifies the dominance of U.S. firms
in GVCs and GPNs. The spatial unbundling of production gave rise to complex trade flows
defined by what Robert Baldwin calls the trade-investment-services nexus, or (1) trade in goods;
(2) international investment; and (3) infrastructural services used to coordinate dispersed
production.499 This disaggregation illuminates that U.S. structural power also depends on the
services and investment disciplines contained in the WTO General Agreement on Trade in
Services (GATS) and Agreement on Trade-Related Investment Measures (TRIMS), FTAs and
bilateral investment treaties (BITs), OECD codes, and IMF-World Bank structural adjustment
programs. These rules facilitate the construction of GVCs and GPNs by U.S. “lead firms,” which
outsource peripheral and frequently low-value functions to low-cost regions while maintaining
control of core nodes of value creation and retention in the United States.500 Services liberalization
additionally enabled cross-border transactions in sectors dominated by U.S firms and, especially
in the case of FTAs, offered substantial first-mover advantages in newly liberalized markets.501
Investment rules assure non-discrimination, limit and mandate compensation for expropriations,
and facilitate investment-related capital flows. TRIMS rules, the principal focus herein, enhance
profitability by restricting practices that redistribute profits from firms to the host countries.502
Schwartz also neglects to reflect on the broader theoretical implications of an agentcentered approach to the reproduction of structural power. For one, it improves our understanding
of the U.S. role in the processes driving globalization. The “first wave” of globalization literature
explains the rapid acceleration of cross-border flows of capital, goods, and services as the outcome
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of economic or technological developments occurring outside the control of states. The term first
appeared in a 1983 paper by Theodore Levitt in which he states “the sweeping gale of
globalization” necessitates that companies “operate…as if the entire world were a single entity”
and ignore “superficial regional and national differences.”503 This line of inquiry, premised on a
state-market dichotomy, limits the political dimension of analysis to the manner in which
policymakers and business leaders react to inescapable structural pressures generated by abstract
market forces. The approach catalyzed a countermovement from political economists and
sociologists who contend it obfuscates the social and political construction of markets and
therefore the power imbalances embedded within economic institutions and networks.504 The
resulting studies emphasize the unique U.S. role in constructing global capitalism, in particular
stressing its hegemonic imposition of rules through the internationalization of the state.505
This chapter aligns with their critique by illuminating the political processes underlying
regime expansion. I nevertheless continue drawing on Green to warn against excessively
voluntaristic explanations that overlook how macro-processes delimited policy choice. The global
industrial policy emerged from political strategies spawned by the interactive combination of
sectoral reconfiguration and uneven global developmental, which unsettled the foundations of
U.S. structural power and funneled its response in a particular direction. The agent-centered
approach consequently reveals the need to think about structural power as a historically changing
feature of the global political economy rather than a static tautology. The global dollar system and
intensification of U.S. – Japan co-development forced a tradeoff between industrial dominance
and manufacturing employment that could only be partially offset by the Plaza Accord. Reagan,
who entered office promising a domestic manufacturing revival, responded to the strong dollar
and influx of imports by consciously supporting the offshoring of the manufacturing base through
trade and investment policies. In doing so, he decisively answered the fierce 1970s debate over
the (mis)alignment of state and MNC interests that led not only to Burke-Hartke but also extensive
Senate investigations into their influence over foreign and economic policy.506
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The structural power lens faces a related limitation which is, by contrast, at the center of
the globalization debate: the issue of domestic distribution. Structural power accounts offer a
necessary corrective for the mainstream trade literature, which often discounts power imbalances
embedded within the rules governing deep integration by assessing them through the lens of
liberalization rather than regulation. However, structural power’s state-centrism overlooks the
concrete coalitions of interests underlying hegemonic practices and thus fails to consider the
domestic welfare effects of the changing structure of the global political economy. Returning to
Strange, the offshoring of productive capacity may not diminish U.S. structural power but it did
hold distributional ramifications that threatened endogenous decay. Capital and labor were both
locally organized and vulnerable during the New Deal order, which created a limit on how far
capital could squeeze labor to achieve profitability. The supply chain revolution, which
reproduced U.S. structural power in the 1980s, fractured that relationship by enabling business to
go global while labor remained local.507 This fundamental change enabled an increasingly
antagonistic business stance toward labor and helps explain their divergent strategies for reviving
competitiveness that became a defining clash of the neoliberal order. Strange also failed to predict
the possibility of a divergence in state and MNC interests following the transnational
disintegration of production, an issue to which the dissertation returns in chapter seven. The
chapter now turns to a detailed consideration of the structural transformations that incentivized
the global industrial policy before employing the thesis’s theoretical framework to trace its
construction.
The Political Economy of the New American Capitalism
The profound transformations in the U.S. and global political economies often described as the
transition from Fordism to post-Fordism held widespread ramifications for the trade regime and
political order.508 In the United States, the profitability crisis enveloping the core industries of the
New Deal order gave way to a new “leading-sector package” of services and high-tech
manufacturing that stabilized its share of the global economy, revived productivity growth, and
upended employment patterns.509 These structural shifts gradually altered the balance of political
power and inspired the growing demand for trade rules governing the new issues. While the
underlying developmental trajectories originated in the 1960s and 1970s, the early 1980s marked
507
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a political and economic turning point. The dual macroeconomic shock created by financial
globalization and U.S. – Japan co-development intensified the sectoral reconfiguration and
heightened incentives for internationalized production at the same time as it fomented a political
crisis that opened space for policy entrepreneurs to embed the new issues in the trade regime.
The rise of U.S. service industries, bolstered by their domestic market-oriented
reregulation, empowered a new set of corporate actors that demanded access to foreign markets
which remained highly regulated in accordance with the embedded liberal compact. Rapid service
sector growth dates to the postwar era and instigated concerns of deindustrialization as early as
1973.510 Financialization, a critical subcomponent defined as the increasing importance of
financial activities as a source of profits, originated with deregulation in the 1960s. Both trends
flourished in the 1980s. The ICT revolution hastened growth in telecommunications and
infrastructural services that are inputs for other activities and outputs or products in their own
right. The Volcker Shock, as Krippner argues, “perfected” financialization.511 Capital inflows
attracted by high interest rates dramatically expanded credit, which, in turn, fueled tremendous
growth in financial sector profits and an extraordinary increase in public, private, and household
debt. The finance, insurance, and real estate (FIRE) industries generated just over 10 percent of
corporate profits in 1950 compared to 50 percent for the manufacturing sector. FIRE’s proportion
measured in the mid-teens in early 1980s, when it exploded upward to reach nearly 45 percent by
2000 as manufacturing slumped under ten percent.
The relative decline in manufacturing’s share of profits, however, did not signal a sectorwide collapse. The dual macroeconomic shock instigated a two-decade period defined by “neither
decline nor moderation, but restructuring.”512 The deep recession and strong dollar sparked a
dramatic purge in which capital precipitously disinvested from the principal industries of the New
Deal order.513 Chapter five examined the responsible macroeconomic dynamics in greater detail.
To briefly recount, import competition intensified as Japan, Europe, and the NICs capitalized on
the strong dollar and improved technological capabilities to undercut U.S. dominance across a
range of manufacturing sectors. More broadly, the dollar system reversed the U.S. position in the
global political economy from structural exporter to structural importer of both goods and capital
with lasting effects on trade, investment, and production patterns. Capital inflows driving the
current account deficit persisted and in fact increased during subsequent periods of low interest
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rates as countries suppressing domestic demand continued exporting capital in order to pursue
export-led growth strategies targeting its consumers.514 This dynamic created persistent upward
pressure on the dollar that disadvantaged domestic production and incentivized offshoring.
Two trends accelerated in this new environment following the pause in fixed investment:
growth in high-tech sectors and the internationalization of production. The emergence of
internationally competitive “sunrise” industries positioned new manufacturing actors alongside
services at the forefront of trade politics. Capital rushed toward the firms driving the “new
industrial revolution” in intellectual property intensive industries including semiconductors,
pharmaceuticals, aerospace, and scientific instruments. U.S. firms dominated these industries,
many of which benefitted from significant government support in the form of procurement,
commercialization strategies, and research and development.515 U.S. manufacturing output,
bolstered by the 35 percent of global high-tech production occurring within its borders, grew more
quickly than overall GDP from 1983-1999 despite the disadvantages to domestic production
stemming from the dollar system. Internationalized production and a growing reliance on
imported intermediate components contributed to this success, enabling firms to concentrate on
high value-added aspects of the production process while reaping the cost-saving benefits of
GVCs and GPNs.
In fact, the capital purge occurred just as technological progress in telecommunications
and transportation, financial liberalization, and new corporate management strategies enabled
high-tech and older industries to pursue profitability through the disintegration of production.
Vertical specialization (i.e. trade in intermediates) accounted for over 50 percent of the growth of
U.S trade between 1962 and 1997.516 Early adopters included the automotive industry, which
lobbied for the U.S.-Canada Auto Pact of 1965, and retail and electronics firms that began
developing Asian supply and assembly networks in the 1960s.517 Internationalization surged,
however, in the 1980s. MNCs responded to the strong dollar and rapid foreign penetration of the
domestic market through corporate restructuring and the reorganization of production to maintain
cost competitiveness amidst punishing conditions for investment. The Volcker Shock
simultaneously triggered a debt crisis that opened opportunities for investment in previously
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apprehensive developing countries.518 Mexico, for example, entered the GATT in 1985 under
terms of a radically liberalized import regime having already liberalized its maquiladora sector in
1983.
Figure 6.1. U.S. direct investment position abroad, 1966 – 1999*

Millions of Dollars (Historical Cost Basis)

1,400,000
1,200,000
1,000,000
800,000
600,000
400,000
200,000

1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999

0

Year

Source: U.S. Bureau of Economic Analysis

The data reflect a sharp post-1980 trend toward the “slicing of the value chain” in which
U.S. trade was increasingly managed by MNCs on an intra-firm basis.519 The U.S. outbound FDI
stock more than doubled between 1977 and 1988 from $146 billion to $327 billion, of which more
than 40 percent was in manufacturing.520 Imports under items 806.30 and 807.00 of the Tariff
Schedule increased 140 percent between 1984 and 1987 and accounted for 17 percent of total
imports in 1987.521 Offshore sourcing from foreign affiliates increased from $44.7 billion in 1977
to $77.2 billion in 1977 and then jumped to $159.2 billion in 1989, an increase in real terms of
60.5% from 1982 to 1989.522 Imported inputs increased from 5.7 percent of total intermediate
purchases by U.S. manufacturing industries in 1972 to 8.6 percent in 1979 and 13.9 percent in
518
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1990.523 U.S. intra-industry trade with Mexico grew from just over 10 percent in 1982 to more
than 30 percent by 1990 and 50 percent by late 1990s, indicating a sharp increase of trade in
intermediate goods.524 MNCs controlled more than 50 percent of U.S. exports and imports by the
end of the 1980s and, by 1997, the share of overseas production relative to total manufacturing
output by U.S. headquartered firms reached 30 percent compared to 6 percent for Japan.525
This combination of sectoral restructuring and the supply chain revolution furthered the
downfall of organized labor and its diminishing capacity to shape U.S. trade policies. Employment
declined sharply in heavily unionized sectors including steel, autos, and textiles. U.S.
manufacturers complemented their international expansion by shifting domestic production to
“right-to-work” states, which also received the majority of inbound investment from Japan and
Europe. The risk of relocation severely undermined labor’s bargaining power. Mark Anderson,
the AFL-CIO’s trade task force director, recalls “it is not in any way an exaggeration…for me to
say that in the 1980s…in the traded goods sector, if the union was in bargaining with a company,
the first issue that came out of the box was international. The company would say you have to
take concessions because of international competition, or if you don’t, we’re going to move…it
became number one on the list in the eighties.” 526 Terence Stewart, a prominent trade lawyer,
similarly reflects “it was remarkable how many companies constantly were playing the Mexico
card to beat down workers’ wages.”527 The manner in which these transformations played out
through the trade regime revolutionized the regulation of international commercial relations and
reproduced U.S. structural power on reconfigured domestic foundations.
The Discrete Origins of the New Issues
The global industrial policy originated within this rapidly evolving political and economic
landscape. The campaign began as three separate political strategies shaped by a shared structural
and institutional context rather than a full-fledged agenda. The strategies exhibited striking
similarities in their roots and trajectories during this period of issue development. Policy
entrepreneurs generated new ideas, translated them into blueprints, and engaged in direct political
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action in pursuit of institutionalization. Their proposals served as the basis for collective action
and relied on ideational tactics to stipulate forum shifting from existing regulatory arrangements
grounded in principally social paradigms into the market-oriented trade regime. The strategies
advanced specific commercial interests through policies justifiable within the contemporaneous
neoliberal turn, which altered perceptions of the responsibilities of government and, particularly
in the context of services, created a competitive dynamic through which unilateral liberalization
generated intense frustration over nonreciprocal market access.
The Trade Act of 1974 decisively shaped the tactics, timing, and success of all three
strategies, which also benefitted from the corporate political mobilization. The reforms created
opportunities for policy entrepreneurs to achieve their diverse objectives through the trade regime
by opening the door to the extension of trade rules and enhancing private sector influence over
trade officials. The act, as detailed in chapter four, empowered liberalization advocates by
establishing non-majoritarian frameworks for policymaking and administration; changed interest
group structure and goals by fostering cohesion through the trade advisory committee system and
establishing new mechanisms to challenge foreign trade practices; and institutionalized an
empowered USTR, concentrating expertise and power in an agency oriented toward corporate
interests. The Trade Agreements Act of 1979 further entrenched private sector influence by
reallocating authorities to USTR and establishing the right of private petition to Section 301.
Business and public officials, however, struggled to push the issues to the forefront of the agenda
during a decade in which U.S. politics remained riven by intense conflicts over domestic industrial
revitalization and trading partners remained wary of the international expansion of U.S. MNCs.
Trade in Services
The project to reposition services as a trade issue can be traced to a small group of predominantly
American policy entrepreneurs. Although principal actors included technocratic experts,
commercial interests imbued the campaign from the outset. Services had crossed borders for
centuries, yet neither governments nor businesses thought these “invisible transactions”
constituted trade for a multiplicity of reasons including limited data and the socially embedded
nature of services. Excluded from the GATT, services were supervised by sector-specific regimes
that gave preference to regulatory rather than market-based rules. International cooperation
occurred through organizations including the International Telecommunications Union, the Basel
Committee on Banking Supervision, and the International Civil Aviation Organization.
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The OECD High Level Group on Trade and Related Problems published the first report
referencing trade in services in September 1972.528 U.S. representatives William Eberle and
Harald Malmgren helped initiate the short chapter.529 The report broke ground by contending
service sectors posed “problems similar in nature to those met with in merchandise trade” and that
“the main need is to avoid any tendencies to protectionism and to aim at achieving a more
thorough liberalization.” Drake and Nicolaides capture the radicalness of their proposal, which
“took a huge leap” by applying the principles of trade in goods to service transactions.530 Their
contention that the advisory group did not “represent any state or private interests” is less
convincing. Eberle and Malmgren were USTR and Deputy USTR by the time the report was
released. Malmgren had also previously served in USTR and on the Senate Finance Committee.
U.S. services companies quickly embraced the nascent concept. Ronald Shelp, an
American International Group (AIG) executive previously with COCOM, convinced AIG
president and CEO Hank Greenberg to organize a campaign to include services in the Trade Act
of 1974. The ad hoc coalition secured key wins including the expansion of the definition of
“international trade” to include services, a clause directing the president to include services
representatives on the ACTN, a requirement for USTR to include services in its annual report on
actions to eliminate foreign barriers, and a provision making services actionable under Section
301.531 The Ford administration launched an Interagency Task Force on Services and the
Multilateral Trade Negotiations in 1975 and commissioned the first government-sponsored
analysis of trade in services. The task force concluded the issue remained too underdeveloped to
pursue comprehensively in the Tokyo Round but should be raised on a “carefully selected” basis.
The self-proclaimed “services mafia” redoubled their mobilization effort in response.532
Shelp agreed to chair COCOM’s International Service Industries Committee established in 1976.
The group prepared an inventory of barriers that became the main reference document for U.S.
negotiators. In 1978, American Express (AMEX) government affairs executive Harry Freeman
convinced CEO Jim Robinson to join the effort. The firm faced significant market access problems
and, in particular, sought nondiscriminatory access to foreign telecommunications and payments
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networks. Robinson promised Freeman an “unlimited” budget for their campaign, which Freeman
calls “the single most important decision in the history of this subject.”533 AMEX, in collaboration
with AIG and Citigroup (CITI), launched a “strategy of illumination” to establish the “meaning
of financial services,” a term not previously in use; develop a sense of shared interest among
disparate service industries; and generate meaningful data on cross-border transactions.534
The coalition secured important footholds. U.S. negotiators secured modest references to
services in the Tokyo Round and an informal agreement to initiate an OECD study. Geza
Feketekuty, a career USTR official who served as the first-ever assistant U.S. trade representative
(AUSTR) for services during the Reagan administration, attributes this progress to the coalition’s
unwillingness to “let the administration forget about services.”535 USTR Robert Strauss appointed
Greenberg to the ACTN, a platform he used to pressure officials still trying to determine the
meaning of “trade in services.” Feketekuty later revealed their initiatives were designed to appease
the “pushy” Greenberg.536 The 1979 Act further reinforced the coalition’s influence by mandating
the creation of the Services Policy Advisory Committee and Industry Sector Advisory Committee
for Services. The committees, chaired by Robinson and Shelp, helped organize services firms
from diverse sectors that previously lacked a shared sense of identity. Feketekuty contends the
end of the Tokyo Round was the key turning point, marking the moment when business’s “uphill
battle trying to persuade a reluctant government to adopt a more activist trade policy in services”
convinced USTR to “dedicate itself to the more long-term task of building the domestic and
international consensus necessary to pursue successful negotiations.”537
Trade-Related Intellectual Property Rights
Industry pressure also embedded intellectual property in the regime. The trade-based approach, as
Susan Sell explains, was neither natural nor obvious.538 The Paris and Berne Conventions,
consolidated under the World Intellectual Property Organization (WIPO), historically served as
the basis for international regulation. Intellectual property rights, in fact a topic of fierce debate
533
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among neoliberal intellectuals, arguably cut against the benefits of trade liberalization by
constructing scarcity and limiting competition through state-sanctioned monopolies. 539 Jagdish
Bhagwati, a staunch free trade advocate, insists intellectual property protection “does not belong”
in the WTO.540 The forum shift did not necessitate the construction of a new conceptual edifice
like services but did require an ideational shift. U.S. firms organized nationally and internationally
to link intellectual property with trade and replace the dominant developmentalist framing by
focusing on its role in innovation and targeting foreign “pirating.”
The U.S. government, despite supporting intellectual property rights as a matter of policy,
did not historically dedicate significant resources to protection.541 Embassies helped individual
companies on a case-by-case basis. The 1974 Act was once again a turning point. The act included
the first major revision to Section 337, a principal intellectual property statute in U.S. trade law,
since 1930. The steel and agricultural industries lobbied to transfer from the president to the
International Trade Commission the power to seize imported goods that violated the rights of U.S.
intellectual property holders.542 More importantly, the new policymaking framework provided
intellectual property interests with an opening to expand the intellectual property – trade linkage
through the advisory committee system and Section 301.543
These changes laid the foundation for early traction in the second half of the decade.
Businesses developed three strategies for establishing stronger overseas protections. Pfizer and
IBM initially sought to reform the Paris and Berne Conventions.544 Agrochemical and luxury
brand companies established the foundation for the trade-based approach. Jim Enyart, the Director
of International Affairs for Monsanto, played a critical role.545 Monsanto, FMC, and Stauffer
Chemical approached Congress, the Commerce Department, and USTR for assistance with
Hungarian chemical manufacturers copying their products. Enyart was among the first to make
the case that IP should be treated as a trade issue and its systematic theft therefore targetable as
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an unfair trade practice.546 Commerce and USTR responded following initial skepticism by
instigating successful negotiations backed by a threat from Senators Abraham Ribicoff (D-CT)
and John Danforth (R-MO) to revoke Hungary’s MFN status.
Monsanto then joined forces with the International Anti-Counterfeiting Coalition (IACC),
a group founded by Levi-Strauss in 1978, to pursue sanctions against overseas trademark
violations through the GATT. Enyart called them “unlikely allies” given Monsanto’s focus on
patents.547 His logic, however, was that “if we worked together to influence the government we
could get a hell of a lot further.”548 The IACC represented a diverse membership at its inception
including the American Apparel Manufacturers Association, Christian Dior, Coca Cola, General
Mills, and General Electric.549 The IACC convinced Strauss to organize a late push to incorporate
an Anti-Counterfeiting Code in the Tokyo Round. The effort ultimately came up short but marked
the first step on the path toward TRIPS. One U.S. negotiator recalls the development of the draft
agreement “put IP on the GATT agenda.”550 The campaign also cemented the new coalition. Pfizer
CEO Edmund Pratt Jr. and IBM CEO John Opel were both active IACC members and together
began lobbying in favor of stronger foreign patent and copyright protections.551
Trade-Related Investment Measures
By contrast, policy professionals launched the TRIMS campaign before its adoption by industry.
Investment regulations were among the decade’s most fraught issues. No meaningful international
architecture existed. The International Trade Organization dealt with national FDI policies at the
urging of U.S. businesses, which reversed their stance and blocked ratification when the
provisions ultimately favored the interests of host countries.552 The U.S. government subsequently
adopted a policy of benign neglect. However, as previously documented, Johnson imposed
restrictions on investment outflows to ease balance of payments constraints and organized labor
pushed the regulation of outbound investment to the forefront of the political agenda. U.S. FDI
simultaneously emerged as a controversial issue in industrialized countries and postcolonial states
that viewed the issue as a fundamental question of sovereignty. The New International Economic
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Order (NIEO), announced in 1974, demanded an internationally recognized right to regulate MNC
activities and expropriate foreign investments. MNCs dealt directly with host states on TRIMS,
which were often part of negotiated packages also including investment incentives.
Similar to TRIPS, early proponents of TRIMS regulation worked to displace the dominant
developmentalist narrative. Goldberg and Kindleberger published a foundational article in 1970
recommending a “GATT for Investment” that categorized policies later identified as TRIMS a
“legitimate…exercise [of] sovereign powers.”553 Even the Williams Commission, which
recommended the U.S. “strive to reduce artificial incentives and impediments to foreign
investment,” failed to mention TRIMS.554 C. Fred Bergsten, the former Nixon aide, was a central
figure in the early TRIMS network.555 In 1974, he published one of the first articles advocating
new rules to restrict host country investment policies intended to “tilt the benefits brought by
multinational companies as far as possible in their favor.”556 He contended changes in the
international economy had empowered governments over MNCs and identified Canada’s Foreign
Investment Review Agency (FIRA) as a dangerous example of an intensifying global trend.
Bergsten later co-published a seminal study challenging domestic detractors of American FDI by
concluding it served national interests and that foreign restrictions eroded its benefits.557
The Ford administration, caught between the NIEO and domestic politics, countered G-77
demands by using the OECD to develop a voluntary code of conduct. Bergsten moved to the
Treasury Department during the Carter administration and laid the groundwork for Reagan era
policies. His proposal for a “GATT for Investment” including rules governing performance
requirements proved unsuccessful.”558 He did, however, engineer a formal statement on
international investment policy that established a market-based “neutral” position on FDI that
opposed government intervention.559 He additionally served as the official U.S. representative to

553

Charles Kindleberger and Paul Goldberg, “Toward a GATT for Investment: A Proposal for Supervision of the
International Corporation,” Law and Policy in International Business 2, no. 2 (1970).
554
“United States International Economic Policy in an Interdependent World: Report to the President.”
555
Edward Graham, “Fred Bergsten as an Early Architect of an International Regime for Foreign Investment,” in C.
Fred Bergsten and the World Economy, ed. Michael Mussa (Washington: Peterson Institute for International
Economics, 2006).
556
C. Fred Bergsten, “Multinationals: The Game and the Rules: Coming Investment Wars?,” Foreign Affairs 53,
no. 1 (1974). Other early contributions include: John Dunning, “The Future of the Multinational Enterprise,”
Lloyd’s Bank Review, 1974; A. E. Safarian and Joel Bell, “Issues Raised by National Control of the Multinational
Corporation,” Columbia Journal of World Business 21, no. 4 (1973); David Robertson, “International Regulations
for Multinational Enterprises,” Pacific Community, 1975.
557
C. Fred Bergsten, Thomas Horst, and Theodore Moran, American Multinationals and American Interests
(Washington: Brookings Institution, 1978).
558
C. Fred Bergsten, “49. Memorandum From the Assistant Secretary of the Treasury for International Affairs
(Bergsten) to Secretary of the Treasury Blumenthal,” August 5, 1977, FRUS, 1977–1980, Volume III.
559
Edward Graham and David Marchick, US National Security and Foreign Direct Investment (Washington:
Institute for International Economics, 2006).

150

the World Bank’s 1979 Task Force on International Direct Investment, which was the first time
the U.S. secured the agreement of trading partners that performance requirements can have
adverse consequences on trade and investment flows.560
Three other key policy changes transpired in the late 1970s. First, the State Department
launched the BIT program in 1977 to establish compensation standards for expropriation, protect
existing U.S. investments, and depoliticize investment disputes.561 The U.S. did not publish its
first model BIT until 1982 but, when finalized, it diverged from European models by incorporating
TRIMS disciplines. Second, the administration initiated data collection efforts to define and
document the scope and consequences of TRIMS. A Commerce Department survey found that 14
percent of U.S. overseas affiliates were subject to export, local content, employment, or equity
participation requirements.562 Third, and most critically, the 1979 reorganization granted USTR
primary responsibility for negotiating and coordinating investment policy, a decision premised
upon its receptivity to industry concerns and a growing desire for a more activist government
role.563 The institutional change enabled a trade-based strategy to dismantle investment
restrictions, opening up the use of unilateral mechanisms and trade agreements in addition to BITs,
and fostered the creation of a TRIMS constituency through the agency’s institutionalized private
sector access. The ACTN emerged as a major proponent of TRIMS disciplines.
The Compression of the Global Industrial Policy
The early 1980s marked the pivotal inflection point in the global industrial policy. The dual
macroeconomic shock created severe competitive pressures that threatened to decimate domestic
manufacturing sectors already under siege from foreign producers. The crisis, as documented in
chapter five, pushed questions about international competitiveness to the forefront of the debate
by inspiring visceral fears of decline. Policy entrepreneurs in the state and business responded to
the crisis by firmly embedding the new issues in the regime and compressing them into a single
agenda sold as a liberal tonic for competitive decline, emerging as a key part of the broader agenda
to combat unfair foreign trade despite their GATT legality. USTR, reinforced by the institutional
reforms of the 1970s, was the principal site for groundbreaking transformations that redefined the
boundaries and purpose of trade regulation. The advisory committee system served as a crucial
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public-private nexus through which industry lobbied for rules to support its preferred offshoring
strategy and policymakers worked to preserve a coalition capable of maintaining open trade.
Business leaders, sensing a major opening, also escalated their policy development and
mobilization through overlapping membership in a web of powerful industry associations.
William Brock, Reagan’s trade representative from 1981 until 1985, emerged as a key
player in the advancement of the global industrial strategy through his adoption of an aggressive
business-oriented stance that translated Reagan’s neoliberal vision into the trade agenda and by
elevating the work of technical experts including Feketekuty and Harvey Bale. Brock asserted
during his confirmation testimony that USTR “has as its single-minded goal the advancement of
American commercial interests.”564 During an interview, he shared his belief that the domestic
deregulatory agenda “absolutely” shaped trade policy and that the two areas were “mutually
reinforcing,” crediting Reagan with sparking a global movement that held “enormous
consequence…for those trying to do something in the trade arena.”565 His prioritization of the new
issues amidst short-term pressures for import protection is visible as early as the July 1981
statement on trade policy, in which the administration announced its intention to pursue
negotiations on both services and TRIMS.566 Although the statement excluded intellectual
property, Brock noted in congressional testimony on the day of its release that “we haven’t dealt
with counterfeiting adequately at all.”567
The development of blueprints occurred at the technical level through intimate
coordination with private sector lobbyists and spawned further institutional innovations.
Feketekuty recalls leading the development of the first comprehensive services strategy with a
“coalition of about a dozen key business executives and government officials.”568 The Trade
Policy Committee signed off on Feketekuty’s initial work plan in April 1981 and released it to the
private sector for feedback.569 USTR and the Commerce Department established dedicated units
to develop and centralize services expertise. U.S. officials, according to Feketekuty, relied on
business-generated data to establish sectoral negotiating objectives, which in turn were discussed
with industry for their input. This work formed the basis for U.S. efforts to develop OECD
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consensus on a “conceptual framework” similar to that for trade in goods.570 Critical issues
included the definition of trade in services; the distinction between services trade and investment;
and differentiating between legitimate and illegitimate forms of services regulation. U.S.
negotiators faced substantial skepticism but secured a major victory when the OECD agreed to
support GATT negotiations.
Bale, a lesser known figure than Brock and Feketekuty, assumed responsibility for
investment and intellectual property. He became the first AUSTR for Investment Policy in 1981,
a position created at the behest of the ACTN along with an Investment Policy Advisory
Committee.571 Bale announced a pathbreaking agenda in October 1981 while testifying alongside
the NFTC, the American Electronics Association, and the Labor-Industry Coalition for
International Trade.572 He criticized past administrations, asserting the “government should not
and does not have a neutral or benign neglect attitude toward foreign investment,” before sharing
three new objectives: liberalizing foreign investment barriers, encouraging private investment in
LDCs, and maintaining an open domestic climate. On TRIMS, he laid out a three-part approach:
negotiating bilateral and multilateral disciplines, testing the applicability of existing GATT rules,
and building leverage through unilateralism. Unable to start GATT negotiations, USTR filed an
agenda-setting case challenging FIRA, which Brock intended as a “signal…to Canada and other
countries that the U.S. will not sit idly by if countries are initiating or continuing policies
which…place undue restrictions on U.S. investment.”573 The GATT panel delivered a partial
victory by finding its local content requirements violated national treatment.
Bale simultaneously worked closely with business to build momentum for the trade-based
intellectual property strategy, with the official expansion of the position to AUSTR for Investment
and Intellectual Property coming in 1985.574 USTR displaced the traditional role of embassies by
becoming the “go to” agency for firms seeking protection of their intellectual property abroad.575
USTR involved the IACC and the Copyright Alliance in its first bilateral consultations to
strengthen patent, trademark, and copyright protection with South Korea, Mexico, Singapore, and
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Taiwan in 1982. Enyart underscores that these interim successes convinced “a large segment of
high-technology and creative industries in America” of the USTR approach.576 The U.S.
concurrently continued building support for a GATT anti-counterfeiting code. A U.S. – Canada
dispute stemming from a Section 337 determination also produced the first GATT case dealing
with intellectual property rights. The GATT panel finding, which upheld the U.S. exclusion order,
“brought an intellectual property issue for the first time formally under the GATT.”577
The November 1982 GATT Ministerial marked a critical stage in the compression of the
global industrial policy. Brock, describing his motivations in calling for the ministerial, identified
the desire to fix the GATT’s institutional shortcomings and restore systemic stability by
developing processes to “deal the entire range of goods, services, intellectual property, and
investment.”578 In February 1982, the U.S. submitted its proposal seeking agreement to complete
the counterfeiting code and political commitments to establish study programs on services and
investment.579 Preparations, however, proved difficult. Brock warned the TPC that the global
recession and rising geopolitical tensions risked an unsuccessful meeting that “could open the
door to increased protectionism, bilateralism, and a general deterioration of the multilateral
trading system” that would “threaten the maintenance of GATT as the cornerstone of U.S. trade
policy.”580 Brock called the ill-timed ministerial “a disaster” in our interview and suggested it
reflected declining U.S. relational power within the GATT.581 Proceedings broke down due to
major disagreements including the explosive North-South dispute on services.582 The U.S.
delegation did secure important progress in the form of agreements on a “modest work plan for
trade in services” and a working party to consider “possible action in the GATT” on the counterfeit
code.583 The work program, however, excluded TRIMS.
The escalation of the domestic crisis forced policymakers to double down on their efforts
to integrate the new issues following the ministerial in order to reinforce the free and fair trade
coalition. Brock, fearing coalitional erosion, pushed for rapid implementation of the GATT work
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program and a more vigorous attack on unfair trade practices including TRIMS while being “very
clear that countries which work against us in the GATT or which pursue trade policies inimical to
our interests that a price will be paid for their actions.”584 The U.S. was the first country to deliver
its national study on services to the GATT Secretariat in December 1983, listing over 900
restrictions in 102 countries covering 16 service sectors. The administration also released an
investment statement in September 1983 that, for the first time, announced the U.S. would pursue
an active agenda aimed at reducing foreign government actions that impede or distort investment
flows.585 The statement responded to BRT pressure for a more high-profile supportive
approach.586
MNCs, in particular ascendant services and high-tech manufacturing firms, responded to
the import surge with an explosion of political activity intended to enhance corporate cohesion
and raise pressure on government officials for the global industrial policy. AMEX partnered with
AIG, Citibank, Bechtel, AT&T and other firms to launch the Coalition of Service Industries (CSI)
in 1982.587 Pfizer compelled the membership of the Pharmaceutical Manufacturers Association
(PMA) and the Chemical Manufacturers Association (CMA) to lobby for enhanced intellectual
property protection and also prioritized the campaign against TRIMS. The PCIC, led by HewlettPackard CEO John Young, released a special report on the damaging effects of weak international
intellectual property protection. Copyright industries, led by Jack Valenti of the Motion Picture
Association of America (MPAA), launched the International Intellectual Property Alliance (IIPA)
in 1984, which rapidly grew to more than 1,500 member firms.
These sectoral associations developed critical relationships with the trade advisory
committees and major industry associations that shaped the direction, compression, and success
of the global industrial strategy. Pratt and Robinson became dominant figures in this tight-knit
network. Pratt chaired the ACTN, ECAT, and the BRT and served on the Young Commission.
Robinson succeeded Pratt as ACTN chairman after leading the Services Policy Advisory
Committee, a position in which he was replaced by CITI CEO John Reed, and assumed leadership
of the BRT trade task force before becoming co-chairman. Pratt and Robinson were additionally
among the six CEOs selected to join the U.S. delegation to the 1982 GATT ministerial.588 Senior
Pfizer and AMEX officials were also active in other business organizations and many previously
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served at USTR, including AMEX SVP Joan Spero. Pfizer executives, for example, held
leadership roles in the USCIB, NFTC, and COCOM.589 The associations relied heavily on a small
group of lawyers and lobbyists active in the revolving door between the public and private sectors.
Charles Levy, who in the 1980s simultaneously served as counsel to the BRT, IPC, and
CSI, described these dynamics in an interview.590 Core groups of services firms and IP-intensive
companies “realized they needed to have their own group or they would get washed out.” They
launched CEO-level business associations dedicated to their issues and “developed their own
strategies, their own objectives, their own ties to the administration, their own international
lobbying campaign, their own ties with foreign negotiators and foreign businesses.” Overlapping
membership enabled these groups to “basically co-opt” the major industry associations including
BRT, COCOM, and NAM, which adopted their positions on services and IP. The ACTN
simultaneously became “very important because the CEOs on that committee were also the CEOs
that ran the Coalition of Service Industries, the Intellectual Property Committee, the Business
Roundtable” and other groups. Meanwhile, the Trade Action Coordinating Committee described
in chapter four evolved into a “working group of ECAT, the Chamber, NAM, NFTC, the USCIB,
and the Business Roundtable where we met every week to go over legislation and develop
common positions.” He credits this “full court press by CEOs” for the direction of U.S. trade
policy. It was “all the same CEOs and it was very unified, so business was pounding on the
administration and pounding on Congress with very unified messages.”
Business pressure motivated the official linkage of trade and intellectual property between
1983 and 1984, when U.S. policies moved beyond its dual-track approach to anti-counterfeiting
and other forms of protection toward a coordinated agenda.591 Gerald Mossinghoff, an assistant
secretary of commerce and the commissioner of patents and trademarks, delivered an agenda
setting speech in January 1984 outlining the relationship between patents, trademarks, and
international trade. Mossinghoff, it is worth noting, left to become president of PMA in 1985.
Valenti and the MPAA had already successfully lobbied for an intellectual property provision in
the Caribbean Basin Initiative (CBI) that denied benefits under the Generalized System of
Preferences (GSP) to countries pirating U.S. copyrighted products. USTR led a mission to Taiwan
and Singapore with twenty private sector participants representing ten associations that broke
ground by bringing together copyright and patent interests. Finally, Congress passed the
Semiconductor Chip Protection Act in response to lobbying from the Semiconductor Industry
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Association (SIA). The 1983 bill included a provision granting domestic IP protection only to
nationals of foreign countries that provide protection comparable to U.S. law.592
Business and state proponents used the Omnibus Trade and Tariff Act of 1984 to solidify
the status of all three new issues at the forefront of the trade agenda by layering them onto
authorities established in the 1974 Act and bolstering U.S. commercial power by establishing new
tools to advance their international diffusion. First, the act established negotiating objectives on
services and investment for the first time and amended existing negotiating authority for NTBs to
clarify its coverage of both issues. Second, Congress confirmed Section 301 covered services and
broadened its scope to include the failure to provide adequate intellectual property protections
(including trademarks, patents, and copyrights) and trade-related investment issues. The extension
is noteworthy given their GATT legality under the postwar embedded liberal compact, thus
positioning USTR as judge, jury, and executioner in determining which domestic practices of
trading partners imposed “unreasonable” or “unjustifiable” restrictions. Congress also granted
USTR the authority to “self-initiate” Section 301 cases, reflecting growing demands for a more
activist approach to securing foreign market access amidst the deteriorating trade deficit.
Third, the act’s eight-year extension of the Generalized System of Preferences program
directed the president to consider intellectual property protections, investment policies, and
barriers to trade in services when designating beneficiaries for its preferences, which was intended
to advance the U.S. objective of creating favorable investment environments in LDCs.593 Fourth,
Congress mandated USTR submit an annual report documenting the acts, policies, and practices
constituting barriers to foreign investment and exports of goods and services, explicitly including
intellectual property. USTR was also required to include “information with respect to any action
taken (or the reason for no action taken) to eliminate any act, policy, or practices identified” in the
report. The act additionally charged the secretary of commerce with collecting an array of
information on services relating to foreign policies, domestic regulation of foreign and U.S.
service suppliers, and the adequacy of U.S. policies to promote international competitiveness in
services. Finally, the legislation extended fast track to the ongoing U.S. – Israel negotiations,
which enabled the U.S to conclude its first preferential agreement in 1985, and authorized the
president to enter additional agreements subject to congressional notification and approval.
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The Internationalization of the Global Industrial Policy
Beginning in 1985, the Reagan administration prioritized the international diffusion of the new
issues as a central priority of the trade-based adjustment strategy introduced in chapter five. The
strategy funneled the political pressures generated by U.S. – Japan co-development, including the
strong dollar and restructuring of global trade flows, into a coordinated plan that employed
commercial power to reconfigure foreign markets in alignment with the interests of the U.S. firms
responding by offshoring production to enhance cost competitiveness. The strategy was shaped
by immediate commercial interests and ideational processes but also represented the culmination
of path dependent trajectories initiated by 1974 Act reforms, including the non-majoritarian
policymaking framework, the institutionalized codependence of USTR and business, and the
creation of its coercive mechanisms to combat unfair trade practices. Corporate lobbyists, in
addition to shaping the U.S. agenda, embarked on major efforts to build support in Europe, Japan,
and Canada. This joint offensive ultimately helped reproduce U.S. structural power within the
new global political economy by negotiating international rules that enabled U.S. MNCs to
rationalize and expand their operations across borders with major distributional ramifications for
labor.
The burgeoning focus on the new issues is evident in internal memos documenting the
development of the administration’s “multi-pronged trade policy strategy.” Reagan approved its
three elements on May 16: escalating efforts to launch multilateral negotiations in 1986; the
organization of plurilateral negotiations in services, investment, and intellectual property in the
absence of full GATT participation; and the pursuit of bilateral negotiations to improve market
access and stimulate multilateral negotiations by “spurring currently reluctant countries to greater
support.”594 The ACTN, in response to a request from Brock, submitted the negotiating priorities
of each sectoral advisory committee and industry associations including the BRT, ECAT, NAM,
NFTC, and USCIB.595 Their proposals reflected strong cohesion on the new issues, recommending
“the GATT system be expanded to include new areas, such as trade in services, intellectual
property, and international investment.” According to Pratt, “we told our Administration…[that]
unless we included services, investment rules, and intellectual property, we would not support a
new round of negotiations.”596 In July, the U.S. submitted initial objectives to the GATT that
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underscored its interest in comprehensive negotiations on services, investment and the full scope
of “trade distortions resulting from inadequate treatment of intellectual property rights.”597
The September 1985 trade reversal explicitly leveraged commercial power to diffuse the
new issues. On September 7, Reagan directed USTR to “self-initiate” Section 301 cases for the
first time. Two of the three investigations targeted the new issues: a South Korean law prohibiting
foreign companies from entering its insurance market and a Brazilian law on informatics affecting
services, investment, and intellectual property.598 As part of the major September 23
announcement, Reagan threatened GATT members that he was “instructing our trade negotiators
to explore regional and bilateral alternatives” if multilateral negotiations “are not initiated or if
insignificant progress is made.” The policy statement formally announced the newly
comprehensive approach to intellectual property, stating “an important new trade priority will be
to reduce and eliminate barriers to and distortions in U.S. trade arising from inadequate foreign
protection of U.S. – generated intellectual property – patents, copyrights, and trademarks.”599
The September announcements commenced a period of sustained pressure across all three
prongs of the negotiating strategy that advanced U.S. objectives through an increasingly coercive
aggressive unilateralism. On October 2, the U.S. and Canada agreed to launch comprehensive
bilateral negotiations following nearly two years of intermittent discussions. USTR officials,
beginning with Brock, saw regional initiatives as a vehicle to establish models for the new issues
while threatening to limit MFN treatment to those who cooperated. Canadian business leaders
pressured their government into the negotiations due to fears of losing U.S. market access amidst
the rapid deterioration in the bilateral relationship.600 U.S. pressure tactics also broke through the
stalemate in the multilateral round. Preeg, for example, documents “the unusual step of requesting
a postal ballot of GATT members” to schedule a meeting over the resistance of developing
countries opposed to the inclusion of services.601 GATT members concluded their September 30
- October 2 meeting with an agreement to begin formal preparations for the new round and, on
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November 28, agreed to establish a preparatory committee to develop a negotiating mandate by
July 1986 for adoption at a ministerial meeting to be held in September.
These early successes reinforced incentives for U.S. negotiators to expand their use of
coercive unilateralism to shape the multilateral round. Feketekuty defended the administration’s
use of Section 301 by maintaining it established a clear policy linking its use to the Uruguay
Round.602 The new “strike force,” incorporating input from extensive industry consultations,
prioritized intellectual property and investment barriers.603 In October 1985, Reagan self-initiated
a Section 301 case against South Korean intellectual property violations that resulted in legislation
enhancing protections of foreign patents, copyrights, and trademarks. The strike force established
an intellectual property committee that in turn developed a “comprehensive strategy that combines
a legislative initiative with intensified ongoing efforts to combat foreign violations of intellectual
property rights” and released an administration statement on efforts to improve international
protections.604 The strike force pursued the same approach on TRIMS. Officials prepared a
strategy that led to an administration statement on the U.S. intention to use multilateral and
bilateral channels to challenge investment restrictions.605 The administration used its new
authorities in March 1986 to self-initiate the first Section 301 TRIMS case, which concluded with
Taiwan agreeing to eliminate export performance requirements for its automotive sector.
U.S. negotiators also actively encouraged business to build international support for the
new issues. The inclusion of intellectual property remained particularly tenuous, with the U.S. not
formally proposing a comprehensive approach to the GATT until April 1986. Clayton Yeutter,
Brock’s successor at USTR, advised Pratt and Opel to organize business in Europe, Japan, and
Canada to pressure their governments to support the inclusion of intellectual property in the
GATT. They founded the Intellectual Property Committee (IPC), a group of 13 CEOs of leading
U.S. companies, in March 1986 and hired Jacques Gorlin as executive director.606 Gorlin, a
consultant to IBM and the ACTN’s intellectual property taskforce, is a foundational figure in the
development of TRIPS. He premised the IPC strategy on his September 1985 paper, “A Trade-
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Based Approach for the International Copyright Protection for Computer Software,” which
detailed the contours for a multilateral agreement and strategies for consensus building.607 The
paper, commissioned by Opel, also formed the basis of the ACTN IP Task Force’s
recommendations in October 1985. Gorlin recounts that IPC representatives traveled to Tokyo,
Bonn, London, Paris, Brussels, and Copenhagen from June to August 1986 to “work with the
private sector within those countries to get them to put pressure on their trade ministries.”608 The
IPC overcame a lukewarm initial reaction to forge a tripartite coalition with Keidanren, a powerful
federation of Japanese business associations, and the European Union of Industrial and
Employers’ Confederation.
The joint trade offensive secured agreement to place the new issues on the agenda for the
multilateral round, which GATT members approved in September 1986. The U.S. ramped up its
pressure tactics in advance of the Punta del Este ministerial and at the meeting itself, where
negotiators worked side-by-side with official private sector delegates including Pratt and
Robinson. The combination of coercion and education fractured Global South solidarity amidst
the financial pressures created by the debt crisis, creating space for a set of compromises favoring
U.S. objectives. Yeutter threatened India and Brazil in September, stating that nations “engaged
in three of four percent of the world’s trade cannot be allowed to jeopardize the future of the world
trade system.”609 During the opening plenary, he overlooked the macroeconomic sources of the
U.S. trade deficit and instead blamed “global trade distortion and economic disequilibrium”
caused by the absence of GATT rules in “many of the most important sectors of the world
economy.”610 He stated the U.S. delegation, as a result, “cannot envision – nor agree to –
comprehensive new trade negotiations that do not include these four issues [agriculture, services,
investment, and intellectual property] on the agenda.” Yeutter argued the new issues would benefit
LDCs through expanded trade and investment before underscoring the unequal burdens of failure,
warning “resurgent protectionism” would hurt developing countries far more than the United
States.
The adoption of the ministerial declaration by the 96 GATT contracting members was a
revolutionary moment for the international trading system, opening the door to deeper integration
and absolute requirements even if the language on the new issues did reflect varying degrees of
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commitment. Trade in services, which received the most extensive consideration in the
preparatory phase, was the most substantive. Ministers agreed to launch negotiations aiming “to
establish a multilateral framework of principles and rules for trade in services, including
elaboration of possible disciplines for individual sectors, with a view to expansion of such trade
under conditions of transparency and progressive liberalization.” The U.S. also achieved the broad
scope it demanded on intellectual property, with the declaration stating “the negotiations shall aim
to clarify GATT provisions and elaborate as appropriate new rules and disciplines” in addition to
a commitment to pursue negotiations on counterfeit goods. TRIMS, by contrast, received only a
single subdued sentence stating that “negotiations should elaborate, as appropriate, further
provisions that may be necessary to avoid such adverse effects on trade.”
Following the ministerial, U.S. negotiators turned to the CUSFTA as a vehicle through
which to construct rules on the new issues both as a model for the Uruguay Round and as an end
itself. The negotiations received surprisingly limited domestic attention despite the concurrent
dominance of trade issues in the public debate. The agreement’s implementing legislation passed
the House and the Senate in August and September 1988 respectively, with overwhelming
bipartisan majorities in both chambers. One advisor remarked following the conclusion of
negotiations that it “could be one of the President’s biggest accomplishments…Yet the general
public is virtually unaware of the issue.”611 The ambivalence is particularly striking in contrast
with the reaction in Canada and the fierce battle over the North American Free Trade Agreement
(NAFTA) a few years later. The negotiations, however, attracted substantial business interest due
in large part to their emphasis on the new issues. More than 500 U.S. firms joined the American
Coalition for Trade Expansion with Canada, an ad hoc coalition organized to support the
agreement led by AMEX CEO James Robinson, who had assumed the chairmanship of the ACTN.
The final agreement represented a major triumph for the advocates of services and
investment rules despite largely omitting intellectual property. CUSFTA established the first
binding international rules for trade in services. Both countries agreed to national treatment, the
right of establishment, the right to cross-border sales, disciplines on public monopolies, and to
include services under the agreement’s binding dispute settlement mechanism. The agreement
furthermore eliminated discrimination and improved market access for financial services and
provided separate undertakings covering enhanced telecommunications and computer services,
tourism, and architecture. Reagan’s Economic Policy Council identified American Express,
General Electric, Citibank, IBM, AT&T, Hewlett-Packard, and “all insurance companies” as
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particularly significant beneficiaries of the services provisions.612 CUSFTA also provided national
treatment for investment with limited grandfathering of existing restrictions. In a major win for
U.S. negotiators, Canada committed to making permanent its recent policy to not screen new
business investment and significantly reduced screening of direct acquisitions. Perhaps most
importantly for the Uruguay Round, Canada pledged to significantly reduce and eliminate
performance requirements. The U.S. decided against including intellectual property after failing
to secure key objectives, although Canada did agree to new protections in broadcasting and
pharmaceuticals and committed to pursuing ambitious GATT negotiations. The agreement set the
stage for NAFTA and the Uruguay Round agreement, which are focal points of chapter seven.
The New Issues, U.S. Hegemony, and the Neoliberal Regime
The integration of services, intellectual property, and investment into the U.S. trade regime was a
critical development in its neoliberal reconfiguration. This process, although inspired by structural
transformations, was the product of highly contingent political strategies and specific institutional
developments that reflected the agency of corporate leaders and trade officials and the changing
intellectual environment. The global industrial policy began as three discrete strategies in the
1970s. Policy entrepreneurs developed blueprints that proposed forum shifting and served as the
basis for collective action. Institutional innovations in the 1974 Act established the frameworks
for policymaking and administration that opened opportunities to embed the issues in the regime,
helped solidify coalitional coherence, and produced the co-dependent relationship between
executive branch officials and an increasingly organized MNC coalition intertwined with the
campaign against the New Deal order. Efforts to advance the new issues slowly gained momentum
but suffered in the absence of state prioritization and in the face of the foreign opposition.
Ronald Reagan’s inauguration was the decisive turning point. The dual macroeconomic
shock triggered by his administration’s management of the neoliberal dilemma produced
conditions ripe for the advancement of the new issues. The strong dollar and intensified foreign
competition led business to heighten its demands for the state to pursue the new issues in order to
improve foreign market access and enable corporate restructuring around GVCs and GPNs. Policy
entrepreneurs capitalized on the crisis to promote the new issues as a liberal solution to the
declining trade balance and deteriorating competitiveness. USTR officials compressed them into
a single agenda that became a central component of the administration’s strategy to revive
corporate profitability alongside its domestic agenda focused on deregulation, tax cuts, and wage
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suppression. The administration, under pressure from Congress and bolstered by the new
authorities in the 1984 Act, launched an aggressive trade offensive in 1985 that relied on
commercial power and direct support from business organizations to coerce recalcitrant trading
partners into entering negotiations that led to the diffusion of the new issues.
The chapter, in tracing this trajectory, contributes to a growing literature on the sources of
U.S. structural power. I complicate Strange’s static conception and recent scholarship on network
effects by showing its fluctuating sectoral foundations and the need for reproduction through
commercial power. In this case, the U.S. state partnered with globally dominant firms in emerging
sectors and older core industries to pursue a competitiveness strategy dependent on improved
access to foreign consumers and new rules enabling the international disintegration of production.
The global industrial policy played a pivotal role in reconstituting U.S. corporate dominance by
enabling the expansion of its services firms and the renovation of its manufacturing sector. The
strategy did not come without risks for the state and business. By fracturing the local relationship
between business and labor, the global industrial policy set the stage for a new era of clashes
between business and labor and risked a divergence in state and corporate interests.
More broadly, chapters five and six jointly reveal the pressing need for a reappraisal of
Reagan’s trade legacy. His agenda was, on the one hand, part of an evolutionary process dating to
Nixon and even Roosevelt. “The Reagan imprint,” as summarized by one scholar, “was simply
added to that of his predecessors through adherence to the traditional American trade policy of
multilateral liberalization.”613 This dissertation illuminates the substantial influence of the path
dependent trajectories instigated by Nixon, most notably by the collapse of Bretton Woods and
the Trade Act of 1974. Nixon also encouraged the development of the “free and fair” trade
coalition and institutionalized the strategy of deflecting adjustment to maintain coalitional unity
when threatened by macroeconomic pressures. The overemphasis on continuity, however,
obscures the revolutionary components of his approach to the global political economy even if
only certain aspects were planned. Reagan ultimately oversaw the reconstitution of U.S. economic
hegemony and structural power in a manner that sharply diverged from Nixon’s and Carter’s
efforts to sustain the compact at the core of the New Deal regime. His administration became the
first to actively encourage the transnational reorganization of production.
The chapters relatedly shed further light on the contours of the neoliberal regime and the
complex lines of causality that motivated its construction. The regime emerged out of an extensive
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domestic legal and institutional restructuring that progressed in tandem with their international
projection. The analysis of the dual macroeconomic shock, similar to the collapse of Bretton
Woods, challenges common theoretical approaches to critical junctures by revealing how such
events not only open up space for change but can also slant the political landscape in favor of
specific actors and outcomes. The chapter also illuminates the privileged role of MNCs in the
regime’s reconfiguration. The institutional arrangement, the broader political mobilization of
business, and the Reagan administration’s ideological convictions all contributed to this privileged
position. However, as in the 1970s, state policies transpired from a process of public-private coconstitution and mutual interdependence rather than corporate capture. The state, particularly
USTR, played an essential role in developing and articulating the policy platform and in shaping
corporate interests and coalitions. Chapter seven extends this discussion into the 1990s.
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Chapter Seven
The Unstable Consolidation of the Neoliberal Trade Regime
The four preceding chapters offer a theoretically informed account of the trade regime’s evolution
from Nixon to Reagan. Chapter seven concludes the analysis by examining the crystallization of
its neoliberal configuration in the 1990s with an emphasis on three initiatives that embedded and
diffused its core components: the North American Free Trade Agreement (NAFTA); the Uruguay
Round, which established the World Trade Organization (WTO); and U.S. efforts to manage
China’s integration into the global economy, including the domestic battles over China’s most
favored nation (MFN) status and permanent normal trade relations (PNTR) as well as the Bilateral
WTO Agreement that paved the way for its accession. Elite interviews and previously unreleased
memos from U.S. Trade Representative Carla Hills to President George H. W. Bush are relied
upon to answer three questions: How did the neoliberal regime differ from previous approaches
to regulating international trade? What motivated and enabled U.S. officials to recast the managed
trade and protection of the Reagan era into the regime’s neoliberal reconstitution? And how did
the regime’s reconfiguration entrench the endogenous sources of its own decay?
The 1990s were a watershed in the regime with dramatic implications for the global
political economy. Interviewed practitioners describe the decade as the “high watermark” for U.S.
economic leadership and the “halcyon days” of the international trading system.614 Post-Cold War
triumphalism gave rise to widespread belief in the “unabashed victory of economic and political
liberalism” and the naturalization of globalized liberal interdependence.615 The neoliberal
regime’s consolidation institutionalized a deeper, broader, and highly legalized mode of trade
governance that embodied the changing content of postwar liberalism and offered U.S.
multinationals a particular solution to the competitive difficulties wrought by the neoliberal
dilemma. NAFTA, the first North-South preferential trade agreement, established a tightly
integrated continental market and became the template for a global wave of regional accords. The
Uruguay Round, concluded as a single undertaking by 123 countries, created a judicialized dispute
settlement mechanism as the centerpiece of the system’s profoundly thickened legal-institutional
framework. Both agreements introduced far-reaching disciplines on the new issues and other
regulatory areas that, in another major departure, included absolute obligations penetrating
national compacts. Once established, the WTO became the focal point of U.S. efforts to integrate
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and liberalize China by demanding rigorous entry requirements intended to create commercial
opportunities and provoke its convergence with the West.
Rather than a “return” to classical liberal orthodoxy, this chapter invokes the literature on
the compatibilities of neoliberalism and nationalism to argue the Bush and Clinton administrations
paradoxically achieved these momentous international breakthroughs by doubling down on the
liberal economic nationalist policies commenced by the Reagan administration in 1985.616 Worldhistoric events unquestionably shaped the transition. The fall of the Berlin Wall and dissolution
of the Soviet Union created a critical juncture by renewing belief in U.S. hegemony and releasing
its officials from the Cold War demands of maintaining strategic cohesion. The reverberations of
the Volcker Shock, which sparked the ideological reorientation of many postcolonial and
communist states requiring new sources of foreign capital, were equally important. The bursting
of Japan’s bubble economy also diminished the urgency of bilateral competition. U.S. officials
maintained strategic continuity in this rapidly changing environment. They aggressively wielded
commercial and monetary policies to bolster national power and prosperity by advancing MNC
interests through the global industrial policy and using the international trade system as a vehicle
to reinforce hegemony. Their policies reacted to the acceleration of corporate offshoring, a
dynamic already underway amidst the structural reconfiguration of the global political economy,
in a manner that secured disproportionate gains for leading-sector package firms and helped
reinvigorate older core sectors through illiberal provisions and particularistic privileges.
Their trade strategies and objectives were decisively influenced by the path dependent
trajectories commenced in the 1970s and closely intertwined with the broader realization of the
neoliberal order. State-corporate cooperation reached unprecedented levels, grounded in strategic
alignment fostered by the advisory committee system and the growing dominance of business in
the political landscape. The non-majoritarian policymaking process produced agreements that
garnered sufficient congressional and business support to be passed through fast track procedures
with the backing of highly coordinated and expensive ratification campaigns orchestrated by the
corporate trade network under development since Burke-Hartke. The ascendance of the New
Democrats, with Clinton as their standard-bearer, provided the political basis for the congressional
majority that codified the neoliberal regime in addition to reforming the welfare state, balancing
the budget, and deregulating telecommunications and finance. Section 301 and its multiple
616
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adaptations persisted as a pivotal instrument for achieving negotiating priorities and fortifying the
fragile free and fair trade coalition. The combination of competitive depreciation, trade
legalization, sectoral restructuring, and industrial adjustment served to temporarily offset the
political and economic effects of the neoliberal dilemma.
I nevertheless argue that this supreme moment of free trade consolidation instigated the
neoliberal regime’s own unraveling which, in contrast with prevailing wisdom, arose from
endogenous developmental processes in addition to a “backlash from below.” Regime decay, as
detailed in chapter two, consists of the erosion of consensus over goals, an unraveling of support
coalitions, and an exhaustion of institutional capacity to structure the policymaking process.617
The chapter identifies how all three agreements triggered unintended trajectories and reactive
sequences that, in combination with interactive developments in the political order and global
macroeconomy, undermined the political foundations of the neoliberal regime and set the stage
for its rupture and reconfiguration in in the aftermath of the global financial crisis. In doing so, I
reveal how an appreciation for long-term institutional dynamics offers a different understanding
of contemporary sources of contestation and transformation.
The chapter continues in five parts. Section two critically reviews major debates on the
1990s conjuncture before elucidating the role of U.S. liberal economic nationalism in both the rise
and fall of the neoliberal regime. The following three sections apply the chapter’s main arguments
to NAFTA, the Uruguay Round, and Sino-American development. The sixth section concludes.
The Nationalist Motivations of Neoliberal Reform
Two rifts divide the literature on the landmark reforms of the 1990s. The first contests whether
the decade marked a moment of expansion and deepening or a fundamental departure from
postwar precedent. Ikenberry situates the Uruguay Round and NAFTA in a moment described as
the “last gasp in the completion” of the postwar liberal order defined by “triumph, continuity, and
consolidation.”618 U.S. practitioners widely share this view. Mickey Kantor, who finalized both
agreements as Clinton’s trade representative, identifies a “fairly consistent consensus…beginning
with the GATT in 1947 and all the way through until Trump” premised on “the value of rule of
law in international trade” and the need to “level the playing field.”619 Critical interpretations, by
contrast, depict the decade as an inflection point in the disembedding of U.S. and global liberalism.
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Rodrik identifies the launch of a neoliberal “hyper-globalization” project that neglected the
lessons of the postwar era.620 For Schwartz, the U.S. “undermined the essential nature of the
GATT” by pressuring countries to open domains previously closed to market pressures.621
The second debate over causal mechanisms roughly aligns with the first. Studies that
locate the reforms within a continuous liberal trajectory often determine growing depth and scope
arose as a functionalist response to improve management of escalating cross-border economic
interdependence. Lawrence argues behind-the-border rules emerged from a convergence of
interests: developed economies wanted to meet “the functional needs of corporations” and
developing economies collaborated to attract capital and pursue export-led growth.622 Legalization
is correspondingly viewed as a way for states to address the shortcomings of GATT 1947 by
reducing transaction costs, strengthening the credibility of their commitments, and resolving
problems of incomplete contracting.623 This perspective tends to underscore the maximization of
mutual gains. Internationally, one dominant argument suggests that the WTO established a world
economy governed by rules rather than the power politics of its predecessor.624 Domestically,
binding international commitments are perceived as a necessary corrective to offset the
disproportionate influence of “rent seekers” demanding protection.625
Competing critical accounts contrastingly attribute the divergence to corporate power.
Joseph Stiglitz, who served on Clinton’s Council of Economic Advisers (CEA), argues the
administration “did not have a vision of the new post-Cold War international order, but the
business and financial communities did: they saw new opportunities for profits.”626 Transnational
capital, in this view, captured the state to advance its own special interests through the diffusion
of neoliberal rules and institutions.627 Institutionalists contend the U.S. strategy reflected and
reinforced state-business dynamics endogenous to the trade regime. Chorev, for example,
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maintains U.S. internationalist business motivated GATT/WTO legalization to enhance
enforcement of international obligations and weaken the opportunities available to domestic
protectionists.628 Class agency accounts situate “the system of corporate-managed trade” within a
larger phenomenon of “business-managed democracy.”629 The new constitutionalism literature
ties together these threads into a single framework. Trade legalization, according to Gill and
Cutler, is one component of a corporate-driven project of disciplinary neoliberalism seeking to
“lock in” market reforms through the use of multilevel governance to constrain government
intervention.630
I contend that both sides of these Janus-faced debates are correct in certain respects and
incorrect in others. The central argument of this thesis aligns with the critical interpretation: that
the U.S. trade regime and international trading system underwent a sweeping normative,
substantive, and institutional reconfiguration during the final decades of the twentieth century.
This neoliberal restructuring, however, assumed the evolutionary trajectory documented in the
mainstream literature as opposed to occurring in an instantaneous “big bang” as presumed by
many critical accounts.631 The paradigmatic 1990s neoliberal accords were a product of the
specific 1980s historical context and path dependent trajectories originating in the 1970s.
Neoliberal trade rules and institutions, with few exceptions, emerged gradually through processes
of layering and conversion that played out among and between the domestic and international
levels.
Yet, in contrast with mainstream accounts, this chapter reveals that U.S. officials achieved
these neoliberal breakthroughs by maintaining strategic continuity rather than reverting to a
mythologized postwar commitment to classical trade doctrine. This thesis, as established in
chapter two, follows Helleiner by defining economic nationalism according to its nationalist
content rather than as an ideology of protectionism.632 The approach shifts our attention away
from outcomes towards motivations which, in the case of Bush and especially Clinton, remained
decidedly nationalist in a contemporary tradition dating to the New Economic Policy. U.S.
628

Nitsan Chorev, “The Judicial Transformation of the State: The Case of U.S. Trade Policy, 1974-2004,” Law &
Policy 31, no. 1 (2009).
629
Moses Naim, “Lori’s War,” Foreign Policy 118 (2000); Sharon Beder, “Business-Managed Democracy: The
Trade Agenda,” Critical Social Policy 30, no. 4 (2010); Michael Dreiling, “The Class Embeddedness of Corporate
Political Action: Leadership in Defense of the NAFTA,” Social Problems 47, no. 1 (2000).
630
Stephen Gill and A. Claire Cutler, “New Constitutionalism and World Order: General Introduction,” in New
Constitutionalism and World Order, ed. Stephen Gill and A. Claire Cutler (Cambridge: Cambridge University
Press, 2014).
631
Kay and Evans, for example, suggest that “in the decades prior to 1993, international trade policy was a
nonissue” that “did not generate discussion, much less public debate.” Tamara Kay and Rhonda Evans, Trade
Battles: Activism and the Politicization of International Trade Policy (Oxford: Oxford University Press, 2018), 4.
632
Helleiner, “Economic Nationalism as a Challenge to Economic Liberalism?”

170

officials not only promoted trade agreements through nationalist discourse but actively sought to
reproduce structural power by developing trade rules and institutions that secured the variegated
interests of diverse corporate and financial sector actors. Their negotiating stances, public
statements, and published works reveal the persistent influence of the 1980s competitiveness
debates; the offensive trade agenda resulted from a reactive posture that gives new meaning to the
Clinton quote in the thesis’s introduction that globalization was not “something we can hold off
or turn off” but can only be molded “to maximize its benefits and minimize its risks.”633 The U.S.
strategy to do so successfully secured corporate profits and supported economic growth but, in the
process, shifted adjustment costs onto domestic manufacturing and labor with uneven
geographical outcomes.
The critical hypotheses of forced neoliberal dissemination and corporate capture are
nevertheless incomplete if not entirely incorrect. The convergence of national interests described
by Lawrence, aided by the changing structural context and the spread of the Washington
Consensus, played a dominant role in negotiating contexts even as U.S. officials relied on coercive
power politics to achieve core objectives.634 In addition, as introduced in chapter four, the
domestic policymaking framework created a process of co-constitution as opposed to full-throated
capture of USTR even as business power increased as a consequence of corporate political
mobilization and cross-sectoral organization. In addition, the Democratic Party’s ideological
conversion continued to be extremely significant in shaping U.S. trade strategy. The transactional
Wall Street approaches of Treasury Secretary Robert Rubin and Commerce Secretary Ron Brown
crucially shaped Clinton’s agenda, which depended on threadbare congressional majorities resting
on the New Democrats. It also, however, embodied intellectual foundations developed by
administration officials including CEA Chair Laura Tyson and Labor Secretary Robert Reich, in
particular their shared contention that global competition had shifted away from the politicalmilitary sphere toward market domination and control of sophisticated technologies.635
The U.S. pursuit of hard law in trade governance exemplifies the nationalist and pragmatic
motivations underlying neoliberal reforms. Much of the literature adopts an idealized perception
of the “rule of law” and the “rules-based trading system” rather than treating law as a policy
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instrument.636 The lens of political strategy permits its deconstruction. Legalization, according to
the seminal definition from Abbott et al., is a form of institutionalization discernable by higher
levels of obligation, precision, and delegation.637 For U.S. officials, I suggest it served at least
three purposes. For one, the U.S. pushed to establish clearer rules (higher precision), more strictly
enforced (higher obligation), by a formal and effective dispute settlement system (higher
delegation) as a central aspect of its multi-decade crusade against unfair trade. Second, higher
precision and obligation conversely enabled U.S. officials to secure the disproportionate benefits
that helped reproduce structural power, including the global industrial policy, and particularistic
privileges that enabled the cooption of protectionist industries. Finally, U.S. officials viewed the
increasingly legalized trading system as a geopolitical instrument capable of socializing
developing economies, post-Communist states, and China into their vision of international order.
The excavation of the neoliberal regime’s nationalist motivations also offers the final piece
of the puzzle in our explanation of its decay. This chapter, after all, introduces a puzzle: why did
the most deeply institutionalized form of governance provoke the greatest level of resistance?
Advocates and critics alike predicted the construction of international and regional trade
“constitutions” would lock in neoliberal policies by legalizing and judicializing commercial
relations, which offered a means to reinforce closed domestic regimes and prohibit selective
implementation.638 The chapter offers a two-fold explanation grounded in intertemporal
institutional processes. First, the regime’s consolidation triggered reactive sequences that
generated fierce opposition and the organization of new coalitions on both ends of the political
spectrum as well as within the civil and corporate sectors that challenged its legitimacy and
durability. This half of the argument, which incorporates the geographically and sectorally uneven
distributional outcomes of economic integration, roughly aligns with neo-Polanyian arguments on
the current conjuncture regarding causal mechanisms if not timing. Second, I also identify how
the regime’s institutionalization triggered endogenous developmental trajectories responsible for
the deterioration of its political foundations and growing elite dissatisfaction. Under these
circumstances, the nationalist and pragmatic motivations behind its construction suggest that elite
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departure and attempts at coercive renegotiation are not only less surprising than typically
suggested but also grounded in ample historical precedent within the postwar period.
Regional Integration for International Competitiveness
The importance of NAFTA is difficult to overstate. Bush and Clinton officials touted its
geopolitical benefits, most notably the development of stronger ties with Mexico and support for
its incipient democratic reforms and liberalization, and viewed the negotiations as an opportunity
to spur multilateral negotiations.639 NAFTA, however, also offered a novel solution to the
competitiveness crisis and the pattern of trade flows produced by the dollar system. The agreement
established a continental export platform by underwriting vertically integrated production that
promised commercial revival for core industries and growth opportunities for emerging sectors in
which the U.S. possessed an overwhelming comparative advantage over its neighbors.640 U.S.
objectives reflected the regime’s non-majoritarian framework, which dictated high levels of statebusiness collaboration to the exclusion of a new opposition coalition comprised of labor,
environmental, and consumer activists. The resulting conflict over ratification and the trajectories
spawned by its implementation revolutionized U.S. trade politics.
Rapidly changing regional and global political economies established the context for the
negotiations. U.S. proposals for continental integration in the 1970s met staunch opposition in
Canada and Mexico. The shifts documented in chapter five motivated the Canadian reversal that
prefigured the CUSFTA. In Mexico, the Volcker Shock unleashed a debt crisis that precipitated
its dramatic transition from statist development to unilateral liberalization.641 Mexican officials
implemented a sweeping IMF austerity program and liberalized the national investment regime,
which paved the way for GATT admission in 1986. The timing corresponded with the U.S. capital
purge and the intensification of Japanese import penetration. U.S. firms responded by launching
a new wave of investment into Mexico and repurposing existing Mexican facilities for export
rather than reorganizing production processes at home. The maquiladora program attracted
significant investment from U.S. firms that, under Sections 806 and 807 of the tariff code, could
export products to Mexico for processing and then reimport them while paying effectively no
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import duties courtesy of Mexico’s duty-drawback scheme. The share of American firms’ total
sales exported back to the U.S. grew from 14.3 percent in 1983 to a peak of 40 percent in 1996.642
Initial U.S. objectives reveal overlapping geopolitical and economic motivations. For
James Baker, then secretary of state, the negotiations presented a “grand chance to stabilize
Mexico as a free-market, democratic nation.”643 USTR’s preliminary assessment similarly
prioritized lock in through legalization, determining an agreement would “increase the chances
for making permanent pro-market reform,” and identified economic gains from efficiency
enhancing outsourcing and the liberalization of highly regulated Mexican markets.644 An
agreement would “enhance the current trend of production sharing (intra-industry trade) in the
manufacturing sector…dominated by U.S. companies that shift the labor-intensive phase of their
production to Mexico” and generate “new inter-industry trade” in sectors “in which investment is
now prohibited in Mexico” such as banking and “in which Mexico currently maintains high trade
barriers” including services, government procurement, and pharmaceuticals. Business leaders
seeking a response to Japanese competition saw the agreement as a nationalist lifeline. Fairbrother,
noting the neo-mercantilist discrepancy with neoclassical trade theory, quotes a business
association leader who explained: “The political impetus, the business impetus that gave birth to
NAFTA, was: How does American business deal with the competitive threat from Japan?”645
The 1974 Act framework structured the co-constitutive dynamics that bent U.S.
negotiating positions sharply toward business to the exclusion of the opposition coalition led by
labor, environmental, and public interest groups. Negotiators staged nearly 1,000 meetings with
the ACTPN and the more than 30 sectoral and technical committees in addition to regular business
consultations.646 Business associations, which had penetrated the advisory committees, also
invested heavily in their capacity to shape the agreement and ensure its ratification. State
dependence on business created substantial leverage for particularistic interests.647 Pfizer
Chairman Ed Pratt and the Pharmaceutical Manufacturers Association threatened to withhold
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active support during the pivotal 1991 battle for fast track extension pending revisions to a
Mexican intellectual property law.648 USTR officials, fearing their absence would influence 40
votes, compelled Bush to press Mexican President Carlos Salinas de Gortari. Financial services
CEOs similarly obtained improved market access and national treatment provisions during the
negotiations by threatening to “not bankroll the pro-NAFTA lobby.”649 The Business Roundtable
launched and funded the ad hoc USA*NAFTA campaign to secure its approval, which rapidly
grew to 2,300 members and became the principal coordinator for the major business associations.
Estimates suggest the group spent record sums of up to $50 million dollars on this effort.650
In August 1992, President Bush signed the main NAFTA agreement consisting of 22
chapters far surpassing the CUSFTA and Uruguay Round commitments achieved to date in their
scope, depth, and legalization. U.S. officials capitalized on changing Mexican interests and
substantial power asymmetries to achieve top negotiating priorities.651 NAFTA phased out all
tariffs in five, ten, and fifteen year blocks. The accord promoted and protected investment by
prohibiting trade-related investment performance requirements, establishing an array of investor
protections, and forming an investor-state dispute settlement (ISDS) mechanism allowing firms
to challenge governments in international arbitration. The services provisions substantially
expanded CUSFTA commitments by establishing national treatment and MFN obligations in
addition to barring local presence requirements on a negative rather than positive basis. Separate
financial services and telecommunications chapters incorporated new rights of access and
establishment. Intellectual property commitments, largely omitted from CUSFTA, required
adherence to the four major international conventions and prohibited patent infringement through
compulsory licensing, a top priority for pharmaceutical companies, in addition to granting up to
20 years of protections.
The agreement aided sectors struggling from intense foreign competition by including an
array of discriminatory and trade-distorting rules intended to secure the benefits of co-production
to the exclusion of Japanese, European, and other third country firms.652 Notable examples include
the 62.5 percent rule of origin requirement for the automobile sector, which at the time comprised
one-quarter of trilateral trade, as well as the “yarn forward” rule and “triple transformation test”

648

Carla Hills, “Memo for the President: Mexican Patent Issues and Fast Track,” April 5, 1991, On file with author.
Frederick Mayer, Interpreting NAFTA: The Science and Art of Political Analysis (New York: Columbia
University Press, 1998), 136.
650
Benjamin Waterhouse, Lobbying America: The Politics of Business from Nixon to NAFTA (Princeton: Princeton
University Press, 2014).
651
Maxwell Cameron and Brian Tomlin, The Making of NAFTA: How the Deal Was Done (Ithaca: Cornell
University Press, 2000).
652
Manger, Investing in Protection.
649

175

for textiles and apparel that created a vertical rent chain in which eligible goods had to be cut and
sewn in a NAFTA country from fabric woven in a NAFTA country from yarn made in a NAFTA
country. The agreement additionally raised costs on non-NAFTA firms by phasing out
maquiladora benefits including the duty-drawback scheme under substantial pressure from U.S.
manufacturers.653 Negotiators simultaneously attained the active or tacit support of politically
powerful agricultural groups through carveouts, including on sugar and orange juice, and
protections against import surges on citrus, tomatoes, onions, and watermelons.
Clinton inherited NAFTA and engineered a solution to his ensuing political dilemma that
reshaped the regime and the order. NAFTA inspired a powerful countermobilization from
opponents spanning the political spectrum. During the 1992 campaign, Ross Perot famously
charged NAFTA would create “a giant sucking sound of jobs being pulled out of this country”
while Patrick Buchanan exploited anti-immigrant resentment, both intellectual frames that
foreshadowed Trumpian rhetoric.654 Liberal activists waged a more cohesive political strategy.
Political entrepreneurs forged a new coalition that united disparate groups by developing
innovative linkages between trade, labor, and environmental issues and elevating transparency.
The coalition, in addition to organizing an unprecedented grassroots campaign, targeted openings
in the non-majoritarian framework including fast track, the advisory committee system, and
congressional ratification to improve leverage in negotiations and then oppose the agreement.
Clinton, campaigning as a New Democrat, pledged contingent support premised upon the
negotiation of labor and environmental side agreements. He pressed ahead in September 1993
despite the risk of fracturing the party’s base. The environmental agreement managed to split
conservation groups despite the failure of the labor agreement to sway unions or their allies.
Clinton engaged in frenzied last-minute deal-making to win over enough Democrats to secure a
234-200 victory in the House with the Senate following suit three days later.
NAFTA’s economic effects are hard to isolate but suggest the partial success of U.S.
nationalist intentions.655 Most estimates conclude the agreement had a small but positive impact
on U.S. GDP.656 One widely cited model determines NAFTA augmented U.S. intra-bloc trade by
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41 percent and increased U.S. welfare by 0.08 percent.657 Half of those gains are found to stem
from improved terms of trade, which by definition come at the expense of trading partners.
Romalis similarly determines the agreement had a substantial impact on intra-bloc trade volume
but modest effects on prices and welfare with trade diversion effects swamping trade creation
benefits.658 NAFTA is frequently credited with reviving U.S. automobile firms by enabling cost
reductions and productivity gains through vertical restructuring, which some analysts argue
preserved domestic manufacturing jobs in the sector by avoiding its collapse.659 Most studies
reveal modest if highly concentrated negative distributional impacts. One of the most aggressive
credible estimates finds trade with Mexico since NAFTA displaced 682,900 American jobs and
caused 116,400 net job losses, which amounts to less than 0.1 percent of the U.S. labor force.660
Hakobyan and McLaren uncover limited effects for most workers, but highly negative outcomes
for a minority; those without a high school diploma in industries protected before NAFTA
experienced a 17 percent drop in wage growth relative to those in unaffected industries.661
The agreement set in motion developmental processes that both reinforced the neoliberal
order and destabilized the trade regime. Clinton’s embrace of NAFTA affirmed the triumph of the
New Democrats over the Democratic Party’s remaining New Deal liberal contingent. The
agreement itself strengthened the faction’s position by reinforcing their relationship with business.
More broadly, congressional ratification was a major intra-party victory that enabled the
administration’s pursuit of a comprehensive international economic policy combining further
trade liberalization with an aggressive campaign to dismantle barriers to free capital flows.662
NAFTA also displaced domestic components of the competitiveness agenda by fulfilling the role
initially envisioned for targeted industrial promotion and reducing business demand for
investments in domestic competitiveness.663
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NAFTA conversely catalyzed new patterns of political mobilization that undermined the
regime’s supporting coalition and deteriorated its capacity to structure the policymaking process.
The wider trend toward partisan polarization played an important role alongside deeper sources
of tension.664 The coalition of labor, environmental, and civil society groups and their
congressional allies, who coopted the “fair trade” label, morphed into a sustained activist
movement that stymied the trade agenda and pressured successive administrations into reforming
the content of agreements. Thea Lee, a leading figure in the coalition, explained that NAFTA “was
the crystallization of big societal questions about what kind of globalization rules we wanted to
have” and shifted the debate from free trade versus protectionism to “what kinds of rules should
we have for workers, consumers, the environment, communities, and the health of the
manufacturing sectors.”665 The coalition altered tactics and began targeting the non-majoritarian
aspects of trade policymaking and administration. The activists successfully blocked renewal of
fast track authority in 1997 and 1998, gained greater access to the advisory committee system,
and derailed negotiations on the Multilateral Agreement on Investment (MAI) over opposition to
ISDS mechanisms and the proposed Free Trade Area of the Americas.666 Their efforts upended
trade politics and secured commitments from Clinton and Bush to incorporate labor and
environmental protections into the main text of agreements, which nevertheless failed to stem
opposition.
Political dynamics simultaneously increased the difficulty of maintaining the coherence of
the regime’s supporting coalition despite the inordinate power of business during the neoliberal
order. Rising trade partisanship, inflamed by House Speaker Newt Gingrich (R-GA) as a wedge
issue, drove CEOs to withdraw from active participation in trade politics. More broadly, Drutman
reveals that corporate political activity as a whole became increasingly particularistic as individual
corporations adopted an “everyone-for-themselves approach” driven by the proliferation of
lobbyists and the growing complexity of public policy.667 The data show that trade followed the
same trajectory. Numerous studies reveal that firms, rather than industry associations, assumed
dominance in trade lobbying.668 Osgood, building on their findings, suggests the “increasingly
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firm-centric” nature is driven by intra-industry disagreements, which is supported by other studies
showing the largest and most competitive multinationals benefit disproportionately from U.S.
PTAs.669 Rep. Jim Kolbe (R-AZ), an eleven-term congressman who played a leadership role on
NAFTA, confirmed these findings, contending “the problem is [trade policy] has become so
complex,” which makes it “extraordinarily difficult, much more difficult than it ever was” to
balance constituent groups.670 Future administrations attempted to offset the new trade politics by
further restricting access to the policymaking process, with limited success.671
The Reconstitution of the International Trading System
Bush and Clinton expanded on Reagan’s progress in the Uruguay Round to advance the gradual
but fundamental reconstitution of the international trading system motivated by the unfair trade
diagnosis, sectoral restructuring, and new global trade patterns. U.S. officials strategically
employed commercial power through mechanisms originating in the 1974 Act to advance the
global industrial policy and create the judicialized Dispute Settlement Understanding (DSU), a
radical reform intended to mitigate alleged unfair trade practices and cement market access gains
by securing compliance with new rules demanding politically sensitive and intrusive reforms. The
agreement helped reinvigorate U.S. structural power by codifying an enforceable system of
intellectual property protections and enhancing its access in services and other emerging areas of
comparative advantage. U.S. negotiators fell short of objectives on certain priorities, in particular
investment, but far surpassed the blueprint developed by the Williams Commission amidst the
monetary-trade negative feedback loop. Its fulfillment nevertheless challenged U.S. popular and
elite support, and therefore systemic sustainability.
The end of the Cold War unleashed U.S. officials to use commercial power to achieve
trade objectives. The extent of the policy and rhetorical shifts are remarkable despite the common
tendency to overstate the subordination of commercial to foreign policy objectives in the postwar
period. One U.S. negotiator described the Uruguay Round posture as “whatever worked best for
U.S. trade interests would be U.S. trade policy,” which he maintains “would have been simply
unthinkable in earlier decades.”672 The Bush administration escalated Reagan’s post-1985
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aggressive unilateralism to break down negotiation obstacles and offset domestic protectionism
by forcing open foreign markets. Clinton’s team, by contrast, placed a more activist approach to
economic statecraft at the center of their reconceptualized basis for U.S. foreign policy. Kantor,
encapsulating this stance, declared “the days of the Cold War, when we sometimes looked the
other way when our trading partners failed to live up to their obligations, are over.” “National
security and our national economic security,” he contended, “cannot be separated…No more
something for nothing, no more free riders.”673 David Rothkopf, a senior trade official in Clinton’s
Commerce Department, later described the strategy as “manic mercantilism,” which he directly
ties to the party’s centrist shift and attempts to recruit business.674
Bush and Clinton officials, despite their distinct motivations, both aggressively pursued
Uruguay Round priorities in open partnership with business. Carla Hills, under intense pressure
from Congress, used the Super 301 and Special 301 provisions of the 1988 Act to target GATT
legal policies in countries resisting U.S. demands on the new issues.675 In May 1989, she initiated
Super 301 investigations into five priority practices by three countries, including Indian export
performance requirements and restrictions on foreign insurance and Brazilian quantitative import
restrictions undertaken for balance of payments purposes. She simultaneously announced the
addition of eight countries, including India, Brazil, and Mexico, to its Special 301 “Priority Watch
List” targeting intellectual property rights infringements. The Super 301 announcement
established a clear link to negotiations, stating that although “the lack of effective multilateral
rules and enforcement mechanisms has forced us to resort to Section 301, we look forward to the
day when such actions will be unnecessary.”676 Hills similarly resorted to coercion to break
through a protracted impasse over the Common Agricultural Policy. The U.S. imposed steep
tariffs on more than $1 billion of European exports in retaliation for its subsidies for oilseed
producers, which precipitated an agreement to reduce agricultural export subsidies by 21 percent
over six years.
The U.S. also formed partnerships with other “Quad Group” members to fracture Global
South coalitions and maximized its leverage by making credible threats to abandon
multilateralism. The U.S. allied with the Europeans, Japanese, and Canadians to break through
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impasses on TRIPS and GATS. In 1991, the U.S. and EC jointly unveiled the Uruguay Round’s
boldest use of commercial power. “The power play” involved withdrawing from GATT 1947 and
signing an identical but distinct legal instrument (GATT 1994) in order to disengage themselves
from MFN commitments to all third countries.677 The move threatened closure of the world’s two
largest markets to any country that did not accept all of the WTO multilateral agreements, which
led to the Uruguay Round’s conclusion as a single undertaking. The U.S. turn to regionalism
underscored the gravity of the threat. Bush announced his Enterprise for the Americas initiative
in 1990, which envisioned extending NAFTA into a hemispheric free trade zone. Secretary of
Commerce Robert Mosbacher summarized the evolving U.S. stance: “We could be okay either
way. The U.S. could always make regional or other agreements. In truth, we’re doing this now.”678
U.S. MNCs exerted unprecedented influence over domestic priorities and waged
pioneering transnational campaigns to secure their objectives. The deteriorating competitiveness
diagnosis, institutionalized codependence, and the expectation of narrow political margins both
heightened corporate leverage and facilitated the convergence of state and corporate interests.
Hills explained to Bush that the “extremely delicate political balance here at home” meant that if
“we lose the support of any single major sector (e.g., telecommunications, maritime,
pharmaceuticals), we will not have the votes needed to approve the final result.”679 Business
waged coordinated multi-million dollar influence and ratification campaigns through the MTN
Coalition and the Alliance for GATT NOW, which claimed to represent more 13,000 and 200,000
members respectively.680 The sectoral and issue-specific coalitions introduced in chapter six
remained the epicenter of corporate influence efforts. The Intellectual Property Committee (IPC)
ultimately convinced the Europeans and Japanese of their approach and produced the proposal
that became the TRIPS agreement – a remarkable development in which twelve corporations in
effect “made public law for the world.”681 The Coalition of Service Industries (CSI), according to
Harry Freeman of AMEX, became “the most powerful trade lobby…in the world” by the end of
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the round represented by more than 400 lobbyists.682 CSI replicated IPC tactics by activating
foreign firms with shared interests in support of a comprehensive services accord.683
The final agreement, signed in April 1994, revealed the extent and limitations of U.S.
commercial power.684 Negotiators achieved varying levels of success in the three new issues
comprising the global industrial policy. TRIPS ushered in a “full-blown, enforceable intellectual
property regime” that established binding obligations covering patents, trademarks, copyrights,
industrial designs, and trade secrets.685 GATS fell short on market access and sectoral coverage
aspirations but established an essential foundation for future commitments. The agreement locked
in existing liberalization levels and created a framework of rules and principles including MFN,
national treatment, safeguards, transparency, dispute settlement, and the free flow of payments
and transfers. USTR, at the request of the industries, held back financial services and
telecommunications, a decision that paid dividends with ambitious sectoral agreements in 1997.
TRIMS, by contrast, was considered a failure. Global South opposition, OECD disagreements,
and divergent U.S. public and private sector priorities limited progress to modest compromise that
established a limited set of principles and prohibited measures including local content
requirements. Business altered tactics and refocused on the OECD, which launched negotiations
on the ill-fated MAI. TRIMS, however, also proved most expendable given the significant
progress achieved in NAFTA and made possible through BITs and other PTAs. The round secured
nearly universal U.S. business support, including from traditionally protectionist industries by
shielding AD/CVD laws and imposing long phaseout periods and new rule of origin requirements.
U.S. officials also relied on commercial power to establish the DSU, which codified a
more automatic, obligatory, and depoliticized adjudication mechanism in response to mounting
frustrations with alleged unfair trade and the inability to enforce positive panel findings under
existing dispute settlement arrangements.686 The U.S. proposed the remarkable step of replacing
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the positive consensus requirement for establishing panels and adopting reports with a negative
consensus, which eliminated individual member veto power over initiating investigations and
made rulings binding unless rejected by the entire membership. The U.S. also proposed the
creation of the permanent Appellate Body (AB) to oversee the work of the ad hoc panels and hear
appeals of their decisions. This position was contingent upon reaching an agreement containing
adequately specific rules that reflected U.S. objectives and included protections for policy
autonomy, including the expectation that Section 301 would remain legal.687 Europe and Japan,
initially hesitant, endorsed the reforms as a preferable alternative to U.S. unilateralism.
Domestically, negotiators sold the reforms as a way to increase foreign compliance while insisting
the WTO had no power to modify U.S. law without congressional action. Clinton ultimately won
ratification with significant bipartisan margins in the House (293-123) and the Senate (76-24), an
achievement he celebrated as “a victory for the idea that America can lead in the 21st century.”688
The Uruguay Round, however, planted the seeds for U.S. popular and elite discontent. The
agreement triggered well documented reactive sequences interwoven with the opposition
coalitions formed in response to NAFTA. Neither the Clinton administration’s refutations nor the
creation of a “WTO Dispute Settlement Review Commission” at the behest of Gingrich and
Senator Robert Dole (R-KS) could temper latent right-wing concerns about the usurpation of
sovereignty which, on the far end of the spectrum, tied into fears of a world government.689 The
greater activist challenge within the U.S. once again came from liberal activists through a series
of intensifying conflicts that exploded into the public imagination with the “Battle of Seattle”
protests outside the third WTO ministerial conference in December 1999.690 The expanding scope,
depth, and legalization of trade governance inspired transnational nongovernmental organization
and labor campaigns that challenged WTO legitimacy by demanding institutional accountability
and targeting intellectual property, labor, environmental rules and AB decisions.691
U.S. elite discontent, by contrast, largely emerged in response to the unintended outcomes
of WTO institutional design in combination with shifting global power relations. In short, the
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Uruguay Round increased U.S. structural power, but the WTO’s rules and operation restricted its
relational power, which undermined future attempts to reproduce structural power and impeded
its capacity to deflect adjustment. The Doha Round, launched in 2001, collapsed over
irreconcilable disagreements between the U.S. and China, India, and Brazil over agricultural
concessions and special and differential treatment for developing countries. Manifold factors
underlie the WTO negotiating impasse, which has resulted in an inability to update the trading
system.692 Two critical but less appreciated causes are that WTO judicialization and legalization
unintentionally increased the difficulty of reaching agreements by raising the stakes of
negotiations through the reduction of available exit options and eliminating the need to resolve
problems through negotiations by encouraging members to instead “legislate through dispute
settlement.”693
From the U.S. perspective, a third overlooked cause is the legal and normative barriers
that gradually restricted its negotiators from using the hegemonic tactics that secured
breakthroughs in the past – an institutional feature often conflated with pressing but complex
questions of relative decline. The Clinton administration invoked Section 301 to impose steep
tariffs on Japanese automobiles in May 1995, which produced a negotiated compromise after
Japan filed for a WTO consultation.694 Between 1998 – 2000, the U.S. again turned to Section 301
in its “Banana War” with Europe. The EU, which was joined by 35 other WTO members,
responded by filing a complaint jointly condemning Section 301 as a derogation of its international
obligations. The panel delivered a politically astute report that upheld the WTO-consistency of
Section 301 but did so only on the precondition that its use be in strict accordance with WTO
rules, which precluded USTR’s discretion to make unilateral determinations or retaliatory
sanctions prior to the completion of DSU proceedings or without WTO authorization. Neither
Bush nor Obama employed Section 301 and instead increasingly turned to “competitive
liberalization” through bilateral and regional negotiations in which they maintained greater
leverage.
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The Section 301 dispute presaged the gradual intensification of U.S. frustrations with the
AB that exploded during the Trump administration but in fact originated in the early 2000s from
unexpected outcomes of its design and disagreements over its authorities. U.S. officials have long
favored the view that the AB should be deferential to the WTO’s contracting members and
restrained in its judgements, which is reflected in the Uruguay Round provision that its rulings
“cannot add to or diminish the rights and obligations” in WTO agreements.695 The AB, in a
position supported by the EU, reacted to the high level of delegation and the breakdown of the
negotiating function by interpreting its responsibilities more expansively, including as having a
duty to make international law by clarifying ambiguities and filling gaps in WTO agreements.696
AB panel decisions furthermore brought the body into conflict with the U.S. trade regime by
challenging its adjustment mechanisms, including by ruling against its antidumping practices and
the “Foreign Sales Corporation” tax subsidies in addition to its Section 301 determinations.697
What has been called the WTO’s “constitutional flaw,” or the absence of effective checks and
balances on AB decisions, left U.S. officials unable to respond to decisions found politically
unacceptable.698 China’s meteoric rise exacerbated these complaints, which is where the chapter
now turns.
The Interdependence of Sino-American Development
China’s WTO accession marked the zenith of the U.S. project to fortify the liberal international
order after the Cold War. China’s re-emergence posed a historic geopolitical challenge and
unparalleled commercial opportunity. The WTO assumed an outsized role in the U.S. strategy to
both navigate and benefit from its ascendance. The Clinton administration adopted and promoted
the argument that admission would not only transform China into a “responsible stakeholder” by
binding its officials to the market-oriented rules of the trading system but also place the nation
firmly on the path toward democratization by spurring growth and judicial reforms. Clinton
contended that accession offered “the most significant opportunity we have had to create positive
change in China since the 1970s.”699 The content of U.S. negotiating objectives behind its
promotion of liberal internationalism nevertheless reflected a more pragmatic pursuit of MNC
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interests in accessing China’s market and low-wage labor force as a new frontier for the expansion
of GPNs. The resulting interactive processes of Sino-American development, structured by the
WTO and the global dollar system, cut to the heart of the neoliberal regime and the trading system.
The roots of bilateral integration date to the 1970s. Nixon’s 1972 visit renewed
engagement and led to an abrupt increase in Chinese trade with U.S. allies via Hong Kong.700 In
1978, Deng Xiaoping initiated the reforms that commenced China’s gradual, state-guided process
of marketization.701 Carter established diplomatic relations in 1979 and opened trade the following
year under the Jackson-Vanik amendment of the 1974 Act, which authorized the president to grant
MFN status on an annual basis to communist countries permitting free migration to noncommunist countries. Congress could overturn the decision within 60 days, but their vote was
subject to a presidential veto requiring a two-thirds majority in both houses to override. In the
1980s, U.S. MNCs disintegrating their production processes began looking toward China at the
same time as Chinese officials, seeking to participate in emerging GPNs, established special trade
zones, cautiously liberalized trade and investment, and applied for GATT membership in 1986.702
U.S. strategy, which remained in flux into the early 1990s, assumed its emphatically
economic orientation following the most critical juncture in bilateral integration: the Tiananmen
Square massacre of June 1989. Bush approached the crisis through the lens of Cold War
geopolitical balancing.703 He condemned the massacre and imposed sanctions but pursued a
restrained response intended to avoid bolstering China’s conservative “old guard” or encouraging
closer Sino-Soviet ties. Bush withdrew from negotiations on China’s GATT membership but
categorically rejected MFN revocation, which Hills warned would “undermine entrepreneurship
in China, seriously damage Hong Kong’s economy, and probably precipitate retaliation against
important U.S. exports.”704 Congressional Democrats, organized labor, human rights advocates,
and anti-communists severely criticized their approach. Between 1990 and 1992, Congress
considered legislation to make MFN renewal conditional on human rights three times with two
bills passing before unsuccessful veto overrides. Clinton, under pressure from this coalition,
committed to linkage during his campaign and followed through in May 1993 by announcing that
MFN renewal would be contingent upon a review of progress in seven areas of human rights.
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State dependence on the corporate coalition, however, constrained its ability to use
commercial power for non-economic objectives, revealing a further limitation on U.S. structural
power stemming from a combination of past choices, institutional design, and a crucial distinction
between the Chinese and Japanese late development strategies: openness to foreign investment.705
Clinton appeared to hold substantial leverage. His position garnered broad support from
congressional leaders and the public. The CCP already faced a dire threat to its credibility from
slowing growth and market reforms.706 Business pressure unraveled the fragile coalition. MNCs
quickly restarted their accelerating investment into China, which by 1993 accounted for onequarter of all FDI in developing countries.707 The Business Coalition for U.S. – China Trade, an
umbrella group organized by ECAT and representing associations including BRT, COCOM,
NAM, and PhRMA, mobilized to counter the threat posed by lost access to the Chinese market.708
Prominent firms also directly engaged in intense lobbying, often with the explicit promise of
lucrative deals from Chinese officials.709 The campaign revealed stark divisions in the bureaucracy
and Congress, which undermined the credibility of Clinton’s threats already weakened by
international isolation.710 Clinton’s May 1994 reversal prefigured his “constructive engagement”
policy based on the contention that trade and human rights were mutually reinforcing. The shift,
alongside NAFTA, solidified the party’s trade shift and business ties.711
The new platform freed Clinton to reopen accession negotiations, which provided a
context in which U.S. negotiators were better positioned to capitalize on commercial power in
their pursuit of Chinese economic restructuring due to overlapping interests with the corporate
and financial sectors. The Uruguay Round, in a reflection of its influence on U.S. structural power,
had escalated the requirements for China to access global markets. WTO consensus voting created
an additional opportunity for the U.S. and other contracting members to extract concessions. U.S.
officials and reform oriented factions of CCP leadership viewed accession as an opportunity to
advance its market and judicial reforms. Charlene Barshefsky, the lead U.S. negotiator,
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underscored that the success of China’s “domestic economic reform programs hinge[d] on the
externality of international commitments to reform in a particular direction.”712 Chinese President
Jiang Zemin and Premier Zhu Rongji similarly viewed accession as a forcing mechanism to move
forward on necessary domestic reforms.713 The U.S. business and foreign policy communities
cohered behind this position, with only a few dissenting experts voicing concerns about the
potential incompatibility of its economic and legal structure in arguments reminiscent of Clyde
Prestowitz’s unfashionable claims about Japan.714
Signed in November 1999, the U.S. – China Bilateral WTO Agreement received nearuniversal praise from U.S. analysts. China, according to one expert, “had little choice but to accept
most of the demands of the United States.”715 Chinese commitments included greater market
access and protections from import surges but also a sweeping overhaul of its domestic institutions
and policies intended to strengthen legal protections and increase responsiveness to market forces.
Highlights from the “offensive” provisions include tariff reductions and quota phaseouts,
distribution and trading rights, minority ownership rights in the telecommunications sectors, the
liberalization of the financial services and insurance sectors, and increased access for foreign
films. The U.S. also pressured China into accepting an extensive list of “defensive” provisions,
including a China-specific safeguard that starkly deviated from the WTO’s non-discrimination
principle. The safeguard, which remained in force for twelve years, allowed the U.S. to not only
impose duties on specific Chinese imports deemed to be adversely affecting an American industry
but also set easier standards to do so. China also agreed for the U.S. to apply “non-market economy
status” in anti-dumping cases for 15 years, significantly increasing the likelihood of positive
findings, and to establish a special safeguard mechanism on textiles and apparel through 2008.
China, in return for the agreement, demanded a congressional vote on the elimination of
annual MFN renewal, which advocates rebranded as PNTR. The combined efforts of the Clinton
White House and the corporate coalition swamped the opposition even amidst growing signs of
backlash to the neoliberal regime, in particular the rejection of fast track renewal and the Battle
of Seattle. The AFL-CIO, Human Rights Watch, Amnesty International, and Public Citizen led
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the countermobilization. The “New China Lobby,” led by the BRT, ECAT, NAM, COCOM, and
the National Retail Federation, and developed over the years to ensure MFN renewal, pulled out
the stops to wage one of the most expensive political fights in American history.716 Public Citizen
contends the most prominent associations and corporations spent at least $113 million on the
campaign.717 The House and Senate ultimately passed the bill by comfortable margins, which
paved the road for China to officially join the WTO in December 2001.
Sino-American developmental processes played a major role in the deterioration of the
neoliberal trade regime. They did so, however, in far more complex, interactive, and institutionally
mediated ways than depicted by the China Shock literature. China’s WTO accession, contrary to
the hopes of both U.S. officials and Chinese reformers, produced a wide range of internal
adjustment responses in contradictory directions across its vast and decentralized bureaucracy.
Tan’s important study shows the central government initially responded by implementing a flurry
of reforms before running into deeply ingrained bureaucratic and industry resistance that
obstructed progress at the subnational level, which contributed to a mid 2000s reversal toward
greater state intervention reinforced by the Doha Round’s collapse and the global financial
crisis.718 China’s gradual and variegated marketization, in other words, led to its deep yet only
partial integration into the global capitalist system that enabled its pursuit of an export-oriented
development strategy without wholesale assimilation into the American-led international order.719
Partial integration, in turn, incentivized and entrenched a growth model that Wen Jiabao, the
premier of China, declared in early 2007 to be “unstable, unbalanced, uncoordinated, and
unsustainable,” but which many U.S. firms also used to their distinct advantage to achieve global
price competitiveness and recover domestic market share.720
Sino-American development precipitously deepened under this arrangement with
significant and uneven distributional ramifications that ended up further constraining U.S. policy
choices. U.S. FDI stock in China expanded from $11.1 billion in 2000 to $59 billion in 2010 and
$123 billion in 2020.721 China’s share of global trade more than tripled between 2000 and 2010
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before surpassing the U.S. as the world’s largest trading nation in 2013.722 China’s share of U.S.
manufacturing imports rose from 4.5 percent in 1991 to 10.9 percent in 2001 before expanding to
23.1 percent in 2011.723 The U.S. bilateral deficit in goods grew from $10.4 billion in 1990 and
$83.8 billion in 2000 before surging to $268 billion in 2008 and peaking at $418.2 billion in
2018.724 Studies find the China Shock was responsible for the loss of 2.4 million U.S.
manufacturing jobs between 1999 and 2011 with long-term negative effects on the labor
market.725 Industries exposed to Chinese import competition additionally experienced higher rates
of plant closures with lasting effects on communities.726 Conversely, scholars show bilateral trade
generated immense consumer benefits, supported jobs in export industries, and held substantial
“pro-competitive effects” by reducing the costs of intermediate inputs and encouraging
investment.727 WTO researchers, in a reflection of GVC proliferation, estimate China became the
third-largest user of U.S. manufacturing inputs and the largest source of inputs for U.S.
manufacturers.728 Furthermore, at the height of the shock, industry groups estimated one-quarter
of Chinese manufacturing imports came from U.S. subsidiaries.729
The resurgence of the neoliberal dilemma underpinned these momentous developments.
Clinton initially pursued a strategy favorable to domestic manufacturing by holding down the
dollar and attempting to reduce interest rates.730 The weak dollar contributed to the near-collapse
of the Japanese economy, which in 1995 led to the “reverse Plaza Accord” that allowed the dollar
to rise sharply to the benefit of finance and multinationals.731 Chinese officials pivoted toward
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their export-led, investment-driven growth strategy around the same time. Between 1994 – 1995,
the government depreciated the yuan by one-third and established a hard peg at 8.28 yuan to the
dollar. China’s faster productivity growth caused its currency to become progressively more
undervalued, which increased the export competitiveness and profits of China-based
manufacturers, including the U.S. multinationals using China as an export platform.732 The Asian
Financial Crisis of 1997 intensified both trends. The Federal Reserve reduced interest rates to
facilitate Asian debt repayments by drawing in imports – a policy that effectively shifted the
burden of adjustment onto domestic manufacturers and labor and promoted further offshoring.
China responded by accumulating an additional $2 trillion in foreign reserves and, in doing so,
cemented the bilateral imbalance driven by the recycling of its export earnings into U.S. financial
assets to prevent the yuan’s appreciation while underwriting U.S. current account deficits.
This developmental pattern opened fierce conflicts that cut to the heart of the neoliberal
regime. The closed policymaking framework, reinforced by international delegation, limited the
available avenues for adjustment even as the WTO both degraded U.S. trade remedy laws and
struggled to discipline Chinese practices. Bush rejected all applications to impose the China
specific safeguards in an attempt to protect the broader relationship and, in a further reflection of
co-developmental constraints, avoid disruptions to Chinese capital imports.733 U.S. MNCs and
financial services firms also lobbied heavily against their use in an indication of the growing
fracture between the “free” and “fair” contingents of the corporate coalition.734 Bush filed only
three WTO cases against China and dismissed all Section 301 petitions.735 His administration also
rejected calls to counter Chinese currency manipulation despite its unparalleled interventions,
which estimates suggest added between 3 and 6 percentage points to its surplus between 2003 and
2008.736 Import competing industries and labor turned instead to Congress for relief, albeit once
again without MNC support. Bipartisan threats organized by Senators Chuck Schumer (D-NY)
and Lindsey Graham (R-SC) helped convince China to commit to gradually revaluing its currency
upward. China’s competitive interventions, however, did not cease until 2014, when the dollar
strengthened significantly due to the Federal Reserve’s decision to start raising interest rates and
ECB quantitative easing.737 In the interim, the global financial crisis transformed Sino-American
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development and revealed cracks in the U.S. regime and political order, which is identified as the
proximate trigger of the contemporary disjuncture analyzed in the conclusion.
The Embedded Fault Lines of the Neoliberal Regime
The ratification of NAFTA, the conclusion of the Uruguay Round, and China’s WTO accession
cemented the neoliberal reconfiguration of the U.S. trade regime and situated neoliberal ideas at
the center of the intensification of economic globalization in the 1990s. The U.S. role in these
world-historic events, as this chapter argues, emerged from neither a precipitous shift in its trade
policies nor the reversion to a singular postwar trajectory premised on a stable vision of liberal
international economic order. Rather, it was the product of a continuing nationalist impulse and a
series of path dependent developmental processes two decades in the making shaped by the
manner in which U.S. officials resolved the neoliberal dilemma and the intertwined unraveling of
Bretton Woods and the New Deal regime. The regime’s path of development was thus, in one
sense, the culmination of decades of structural transformations intended to revitalize U.S.
corporate dominance in a global political economy revolving around the dollar with trade patterns
increasingly determined by financial globalization. Its particular trajectory nevertheless reflected
the design of the domestic policymaking framework and concurrent shifts in the political order,
perhaps most notably including the centrist shift of the Democratic Party that began in the 1980s.
These three major accords reflected the deep-seated contradictions in the U.S. neoliberal
project between its pursuit of liberal and nationalist objectives and, in a sharp shift from the
postwar period, the reorientation of U.S. foreign policy around commercial objectives. NAFTA
solidified an emerging continental manufacturing platform that improved the competitiveness of
U.S. manufacturers in global markets by enabling them to engage in vertical integration and
establishing discriminatory and trade-distorting rules to exclude third-country firms from the
benefits. The Uruguay Round reproduced U.S. structural power in emerging industries by
institutionalizing the global industrial policy and, with the creation of the DSU, promised to
enforce liberal market arrangements and combat unfair trade even as U.S. officials expected to
retain their unilateral authorities. China’s WTO accession promised its integration into the liberal
order and the global capitalist system under terms largely dictated by the United States, which
offered lucrative commercial prospects for both accessing its domestic market and the
construction of GVCs and GPNs by U.S. lead firms. Their success, and the rapid
internationalization of the U.S. corporate sector, superseded the domestic components of Clinton’s
competitiveness agenda.
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This chapter also shows how these triumphs embedded a deeper set of fissures that
undergirded the regime’s implosion in the mid-2010s. The contemporary disjuncture is not, in
contrast to the conventional wisdom, a straightforward product of the China Shock or a populist
backlash against globalization, nor can it be attributed solely to the policy preferences of the
Trump administration. By contrast, I trace the endogenous roots of its decay to the unstable
consolidation of the neoliberal regime in the 1990s. In particular, I contend that NAFTA gave rise
to new reactive political sequences that reinforced the opposition coalition, weakened the
coherence of the corporate coalition, exacerbated the partisanship of trade politics, and shifted the
locus of political conflict to the non-majoritarian institutional framework. The Uruguay Round,
in addition to inspiring popular attacks on WTO legitimacy, limited the U.S. capacity to use
Section 301 and other aggressive unilateral tactics to deflect adjustment and reproduce its
structural power through negotiations while undercutting the judicialized trade remedies that had
become a crucial component of regime stability. The intensification of Sino-American
development disrupted the regime in an institutionally mediated fashion, raising adjustment costs
on workers and firms at the same time as geopolitical tensions, WTO rules, divided corporate
interests, ideological proclivities, and the decay of the neoliberal regime impeded the U.S. ability
to respond. The conclusion, after recapping the main arguments and methodological implications,
illuminates how the global financial crisis served as the critical juncture that triggered the regime’s
unraveling.
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Conclusion
The Trump-Biden Disjuncture Revisited
The U.S. trade regime experienced a gradual but fundamental restructuring during the second half
of the twentieth century. The conflicts of the 1970s, 1980s, and 1990s remolded its New Deal
foundations into something profoundly different: a multi-scalar, legalized, and judicialized
neoliberal configuration reflecting the new foundations of U.S. economic power and an ascendant
belief in the superiority of market mechanisms. The main forces that drove its development
included the political strategies of state and corporate elites, the evolutionary dynamics of the
global macroeconomy, and the complex interactivity of the trade regime and the political order.
Policy entrepreneurs in the state and business responded to the New Deal regime’s
unravelling by launching a concerted campaign to restructure domestic and international trade
institutions. This close-knit partnership emerged not simply from an externally motivated
convergence of interests but also an institutionalized codependence rooted in the 1974 Act, which
cemented business ties with an embryonic USTR through the advisory committee system and expost congressional ratification of newly authorized non-tariff agreements. The ascendance of
neoliberal ideas created a more receptive environment for dismantling trade-restrictive practices
and crucially legitimated the redefinition of core trade principles and the imposition of nonmajoritarian institutions and market-reinforcing adjustment policies. The campaign nevertheless
assumed a pragmatic and nationalist character from the outset exemplified by the Williams
Commission report, its foundational blueprint, which established a program for collective action.
Domestically, institutional reforms empowered the supporting “free and fair” trade coalition and
coopted opponents with administered protection and adjustment assistance, variegated
liberalization to shield vulnerable industries, and aggressive market-opening tools such as Section
301. Internationally, U.S. officials destabilized embedded liberalism by attempting to overhaul
the internal economies of major trading partners and sponsoring a legalized dispute settlement
system in their pursuit of MNC interests and the reproduction of structural power.
These radical changes, however, neither occurred within a quarantined trade regime nor
resulted exclusively from the unidirectional projection of U.S. power. The collapse of Bretton
Woods and intensification of financial globalization profoundly influenced the terms of the U.S.
economy’s internationalization. Nixon officials abandoned the postwar monetary system in an
attempt to resolve spiraling political conflicts created by rising imports but ultimately exacerbated
those very problems. The resurgence of finance, liberated from postwar regulations, upended trade
and investment patterns in spectacular fashion. Foreign capital pushed onto and pulled into the
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United States enriched the financial sector and enabled deficit spending on an unprecedented
scale. Financial inflows, however, triggered severe exchange rate swings and unleashed a flood
of imports that completed the U.S. reversal into the world’s largest deficit country and
disproportionately offshored its manufacturing base. Macroeconomic dynamics thus created an
environment that incentivized neoliberal solutions such as the fortification of non-majoritarian
policymaking and administration frameworks and legalization of the international trading system.
The neoliberal regime’s construction was also deeply interactive with the concurrent
reconfiguration of the political order. The interdependence of the regime and the order are widely
overlooked in both literatures. Many aspects were mutually reinforcing. Trade helped inspire the
remobilization of business and the corporate infrastructure developed to dismantle the New Deal
order assumed a pivotal role in trade reconfiguration. Rising import penetration, in combination
with inflation, instigated the assault on labor to hold down wage growth and helped curtail
inflation by cutting prices for final and intermediate goods. Labor’s disciplining translated into
trade politics by weakening the strongest threat to the neoliberal agenda. The emergence of the
global industrial strategy, aided by the strategic use of monetary power, filled the gap left behind
by the failure of New Deal industrial policies. Along the same lines, the desire to advance a nonprotectionist response to the 1980s crises was a driving force behind the rise of the New
Democrats. The intercurrent clash between neoliberal trade and macroeconomic policies, by
contrast, spurred the failure of the Reagan Revolution and altered the trajectories of both policy
regimes.
By assessing the regime through this wider lens, we can see how the particular neoliberal
configuration that crystallized was a product of distributional and ideational struggles occurring
within and across borders. Conflicts perceived as international often originated closer to home.
The uneven growth of corporate power fueled the regime’s development. The benefits from global
economic integration have been highly concentrated and accrued overwhelmingly to a small
subset of the largest MNCs that dominate exporting, importing, and foreign investment.738 These
firms served as the principal motor for reconfiguration. Their trade strategies, however, were often
defensive in reaction to processes driven by the ascendance of finance. Financial deregulation
paved the way for immense global imbalances and amplified late-developer strategies that in turn
accelerated financialization. The state was able to offset many of these downside costs and
reinforce coalitional coherence by deflecting adjustment and reinvigorating structural power
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through global rules positioning U.S. firms at the center of GVCs and GPNs. Concentrated pockets
of labor received the shortest end of the stick through market dislocations and wage reductions
even as consumers benefited from low costs that became a defining feature of the neoliberal order.
The regime’s specific neoliberal reconfiguration was nevertheless a product of contingent
events rather than stemming from inexorable structural pressures. Policy entrepreneurs reacted to
crises by developing competing sets of crisis defining ideas that served as the basis for their
political strategies. The targeted application of U.S. commercial and monetary power shaped
institutional design during critical junctures with path dependent ramifications. Had Nixon not
formed the Williams Commission or decided to listen to Pete Peterson rather than John Connolly,
the evolutionary trajectories of the regime and the political order may have been very different. If
Carter had pursued New Deal strategies to combat inflation rather than appointing Paul Volcker
to the Federal Reserve, the 1980s trade crisis might not have occurred in the same manner with
pivotal implications not only for the domestic regime but also the international trading system.
The ultimate outcome, however, was a neoliberal regime defined by the groundbreaking 1990s
accords that, like the New Deal regime before it, embedded the endogenous sources of its own
decay.
Methodological Implications
The methodological implications of this study are manifold. Most fundamentally, this thesis
challenges prevailing accounts of the regime’s evolution by identifying the need for a more
holistic institutionalist approach that appreciates long-term, endogenous, and contested
developmental processes. For the last twenty years, the field has effectively ignored the pivotal
questions that motivate this research project and ceded their explanation to other disciplines. The
prominence of the OEP paradigm privileged an analytical focus on micro-foundations that,
whenever possible, relies on neoclassical economic theory to interrogate questions such as the
sources of individual and firm trade preferences. OEP studies have generated many valuable
insights even if, as one review determines, they have yielded “few if any definitive conclusions”
about empirical relationships in its three modules.739 The key point is that OEP, similar to all other
research designs, faces its own set of explanatory limitations. This study draws out a few of the
most serious, in particular its inattention to the creative potential of political actors, neglect of
politics as a process structured across space and time, and omission of macro-foundations that
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inhibits analysis of systemic processes. These gaps, as elucidated below, leave the discipline illsuited to explain the most pressing contemporary events in the regime and excessively predisposed
toward those grounded in micro-processes such as the China Shock and populist backlash.
This thesis additionally argues that existing historical accounts overstate the continuity of
the regime’s postwar evolution, often as a consequence of problems shared with OEP. The
oversight of regime transition is surprisingly rife within both the mainstream and critical
literatures despite their otherwise conflicting interpretations. Focusing here on the former, I argue
leading accounts too often treat trade as a quarantined domain hermetically sealed off from other
policy areas and political dynamics that intermittently infringe upon its steady progression toward
deeper liberalization in the form of exogenous challenges. In a sense, the political order and global
macroeconomy are treated as though they revolve around a comparatively stable regime
configuration (i.e. the “1934 system”).740 This framing is grounded in the self-understanding of
practitioners, who in response to the Second World War promoted a distinction between the
technocratic “low politics” of trade and the contentious “high politics” of diplomacy. This
artificial separation, however, became reified over time in a manner that translated into scholarly
analysis. From a constructivist lens, the interpretation’s dominance in the policy discourse serves
a political purpose as the foundation for rebuttals against challenges to the status quo, which are
charged with disrupting a seventy-year project grounded in the lessons of Smoot-Hawley and two
world wars.741
Contrary to the emphasis on endurance and isolation, this thesis shows that the regime’s
postwar evolution is better understood as one component of a dynamic and complex set of
interconnected processes spanning the domestic and international political economies and linked
through the balance of payments which at different moments in time worked to reinforce its
stability or alternatively subvert its foundations. Regime change was profoundly conditioned by
the political order and the global macroeconomy. The fall of the New Deal order and the rise of
neoliberalism influenced the regime’s coalitions through large-scale changes in the political and
ideational landscapes and produced intercurrent tensions between trade and other policy regimes,
none more important than the destabilizing clash between liberal trade and finance. In the
international system, the collapse of Bretton Woods and its replacement by the dollar system
fundamentally restructured patterns of U.S. trade and investment by unleashing finance from its
postwar constraints and undercutting the stabilities offered by fixed rates.
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The study’s emphasis on the interdependence of the regime, order, and system also
produces important insights that reshape our understandings of the U.S. neoliberal turn and
international macroeconomic policies. Interactive relationships are a two-way street. Recent
contributions provide crucial insights into neoliberalism’s intellectual origins within a
transnational thought collective.742 Leading studies on its key drivers, however, are highly focused
on domestic factors such as inflation, taxation, and regulation. This account supports a small but
growing scholarship committed to illuminating its crucial international context.743 I not only
underscore the centrality of trade and investment in driving the corporate political mobilization
but moreover show how economic internationalization and the disintegration of production
offered crucial alternatives that undermined support for New Deal liberal industrial policies.
Building on Helleiner, I also excavate conflicts inherent within a neoliberal project often assumed
to be internally coherent.744 The uneasy relationship between liberal trade and finance is revealed
as a principal reason underlying neoliberalism’s tendency to “fail forwards.”745 The U.S. capacity
to respond to these failures by using monetary and commercial power to reshape the international
system underscores the messiness and impurities of “actually existing neoliberalism,” which in
the U.S. context was deeply intertwined with a nationalist impulse from the outset.746
The identification of the tensions and compatibilities of liberalism and economic
nationalism is among the contributions of this thesis to debates on U.S. hegemony and the
international economic order. In particular, I reveal how U.S. officials responded to the crises of
the 1970s and 1980s by deflecting adjustment and restructuring international rules to advance the
interests of powerful domestic actors and resolve distributional conflicts – a sharp contrast with
beneficent interpretations that underscore the provisioning of public goods. U.S. structural power
within the global trade, monetary, and financial systems provided its officials with the capacity to
indirectly intervene in domestic trade politics at pivotal inflection points by reshaping the
international landscape. However, in contrast with Strange’s static conceptualization, I show that
742
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the sources of its structural power are inconstant and require reproduction through the
international trade system to account for underlying economic shifts, most notably the emergence
of a new leading sector package of services and high-tech firms. Furthermore, I complement recent
scholarship on the centrality of co-developmental processes linking capitalist states.747 The thesis
accentuates the unparalleled U.S. role in constructing global capitalism while simultaneously
showing how uneven and interdependent patterns of development – in particular its multifaceted
ties with Japan – delimited available options and destabilized domestic politics in crucial
moments.
In making these arguments, the thesis advances a broader set of theoretical claims about
the nature of historical transformation and political development as a process structured across
space and time. The thesis both builds on and extends the work of APD scholars on
“intercurrence,” which illuminates the partial and uneven character of political development.
Change, even at critical junctures, is shaped by the persistence of existing institutional
arrangements and competing controls in other areas of government, resulting in the simultaneous
operation of multiple and often incongruous arrangements. This contention both cautions against
presenting critical junctures as a blank slate and reinforces the importance of breaking down
traditional IPE silos, presenting a direct challenge to OEP’s isolated modelling of individual
variables. Similarly, I emphasize the significance of state power at pivotal inflection points in
domestic political processes. I show how U.S. economic hegemony served as a deep anchor for
the neoliberal turn by enabling officials to deflect adjustment at key moments in order shape
institutional design and coalitional development with path dependent ramifications.
Finally, the thesis introduces to the trade literature a more nuanced approach to the
relationship between ideas and institutional change that builds on a growing body of scholarship
focused on their pragmatic use and practical application.748 I demonstrate how neoliberal ideas
were translated into the trade regime by giving new meaning to established concepts and
legitimated new forms of non-majoritarian institutional design that reshaped state and corporate
interests before spawning reactive sequences from activist opponents. Most crucially, I illuminate
the centrality of ideas in the political strategies that drove regime reconfiguration. Policy
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entrepreneurs, as opposed to unproblematically responding to crises, developed competing
interpretations that served as the basis for reform blueprints and enabled collective action by
bringing together new sets of actors through strategic bricolage. The blueprints, once encased in
institutions, structured future political development through path dependent trajectories that
influenced actor strategies and coalitional design over time. Overall, this study suggests that we
need more rigorous and historically informed IPE analyses of trade politics and policies.
The Contemporary Disjuncture
This discussion at long last enables us to revisit the final research question: how does the
reassessment of the regime’s postwar trajectory improve our understanding of the contemporary
rupture and nascent reorientation? The thesis reveals the need to examine our current moment
with an appreciation for the regime’s long-term historical development and greater attention to
the endogenous and institutional forces that shape its transformation. The Trump agenda, rather
than an unprecedented departure, should have been less surprising in content if not rhetoric, as it
marks the latest in a long history of coercive attempts to reconstruct a decaying trade regime by
deflecting adjustment and reproducing deteriorating structural power. In this instance, the
administration’s dangerous, misguided, and destabilizing strategy failed to account for new
constraints emanating from the unprecedented depth of global economic integration and
predominantly failed to achieve its self-stated objectives amidst unforeseen complications and
coalitional fractures.
Three prevailing interpretations are incomplete due to their overreliance on temporally
proximate and exogenous causes. Popular and academic accounts attribute the shift to Trump’s
policy preferences, the China Shock, and a populist backlash against globalization. Trump and
senior officials including USTR Robert Lighthizer and White House adviser Peter Navarro have
expressed consistent preferences for decades. 749 Albeit an essential component, these explanations
gloss over the enabling conditions underlying the rupture and widely neglect the regime’s erosion
prior to his election. China Shock arguments, as discussed in chapter seven, misidentify the
mechanisms through which Sino-American development translated into trade politics by
employing a methodological individualism dependent on the assumption that individuals translate
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their trade exposure into voting patterns.750 It furthermore oversimplifies other crucial dynamics
including geopolitical rivalry, macroeconomic interdependencies, and the powerful and political
organized beneficiaries from Sino-American development. “Economic insecurity” and “sociocultural” explanations of the populist backlash are likewise overdependent on micro-foundations,
pointing to the voting patterns of globalization’s “losers” or a reactionary movement against
progressive value change.751 Once again, these explanations are poorly supported by the data and
importantly neglect the elite and institutional origins of policy transformation.
By contrast, I identify the roots of disjuncture in the neoliberal regime’s unstable
consolidation and the global financial crisis. The regime, as described in chapter seven, has been
trapped in a legitimacy crisis since the early 1990s as a consequence of reactive sequences, elite
dissatisfaction and fragmentation, and institutional breakdowns exacerbated by political
polarization. The financial crisis accelerated its unravelling by spawning tightly-coupled
disintegrative dynamics spanning the order, system, and regime that triggered the rupture along
preexisting fault lines. In the order, the crisis gave rise to serious intellectual challenges to
neoliberalism and further undermined the regime’s fragile coalition by intensifying polarization
and shifting political power toward factions long-skeptical of its neoliberal configuration. The
slow and unequal recovery sustained these trends into the medium-term. The crisis also deepened
the problems facing domestic manufacturing. Stagnant real output and productive capacity, which
dated to the 1990s, extended into the 2020s.752 Foreign producers satisfied the entirety of the
growth in U.S. and global demand for manufactured goods, including in high-tech sectors, during
this period. The U.S. deficit in manufactured goods surged to 4.5 percent of GDP, its highest since
the nineteenth century, while imports grew from 23 percent to 31 percent of the domestic market.
These trends were profoundly interactive with the global macroeconomy. For one, the
financial crisis was deeply imbricated with the historic macroeconomic imbalances of the 2000s
structured around U.S. current account deficits and East Asian excess savings rates.753 Blyth and
Matthijs offer a compelling argument linking the emergence of “populist” and “neo-nationalist”
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politics in the West to the financial crisis as part of the longer-term endogenous unravelling of a
“macroeconomic regime” committed to price stability.754 The post-crisis continuation of the U.S.
current account deficit, as Klein and Pettis painstakingly reveal, were grounded in the persistence
of foreign excess savings pushed onto the U.S. though its financial sector.755 Foreign reserve
managers were the primary source from 2009 to 2014, at which point official reserve accumulation
dropped sharply and was replaced by European demand for U.S. financial assets that contributed
to a 20 percent increase in the value of the dollar between 2014 and 2016.
The financial crisis also utterly transformed the political economy of Sino-American
development. China’s response, in addition to the aforementioned U.S. domestic dynamics,
opened new fractures among U.S. MNCs and between state and corporate interests; exacerbated
existing U.S. elite dissatisfaction with the WTO; and undermined the dominant belief in mutually
beneficial convergence by contributing to an increasingly adversarial relationship. In brief, China
launched a debt-financed 4 trillion yuan ($586 billion) spending program in 2008 that amounted
to an astonishing 12.5 percent of GDP in order to offset the collapse of global trade.756 The
gigantic surge in spending, which increased Chinese debt levels to nearly 300 percent of GDP by
2018, flowed principally into heavy industry, infrastructure, and real estate projects dominated by
state owned enterprises (SOEs). China’s net exports in fact dropped to 2 percent of GDP by 2017,
a shift brought about in part by the strengthening of the renminbi.
The rebalancing of its external accounts, however, fueled even greater domestic
imbalances that exacerbated trade disputes and geopolitical tensions.757 The stimulus fueled
overcapacity problems in numerous sectors that officials sought to offset through the Belt and
Road Initiative, a colossal infrastructure project launched by President Xi Jinping in 2013 intended
to develop investment and export opportunities financed through low-interest loans. The pressure
to expand production simultaneously led to a surge in overtly mercantilist practices, particularly
by SOEs, visible in a sudden increase in corporate complaints about intellectual property
infringements, forced technology transfer, cyber espionage, regulatory discrimination, and
favoritism for domestic companies.758 Beginning in 2010, Chinese leaders also unveiled the
“Strategic Emerging Initiatives” plan, the first in a series of increasingly ambitious indigenous
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innovation programs that set targets for major industries, signaling an intensification of Xi
Jinping’s commitment to pursue state-led industrial policies and insulate China from U.S. threats
by building out industries critical for national defense. Overall, then, the crisis response threatened
to force U.S. companies out of the Chinese and third-country markets even as they continued
losing domestic market share and exacerbated divisions between corporations that remained
interested in accessing the world’s fastest-growing market and the state’s escalating concerns with
geopolitical balance.
These three trajectories spanning the regime, order, and system converged during the
Obama administration’s second term to create a moment of dramatic flux. State and non-state
actors, as during prior conjunctures, developed a multiplicity of competing “crisis defining” ideas
drawing on contesting intellectual frameworks.759 Obama’s strategy to resolve them within the
neoliberal regime collided headfirst with its multi-decade deterioration. On China, his
administration advanced a tripartite approach combining bilateral discussions, a more aggressive
WTO campaign, and the Trans-Pacific Partnership (TPP). Bilateral discussions, reflecting the
limitations of U.S. relational power, yielded limited progress on macroeconomic and industrial
policies. The WTO campaign delivered positive determinations on important disputes, including
China’s restrictions on rare earth exports, but more crucially reinforced a growing belief in
Washington trade circles of its inability to effectively discipline rapidly evolving Chinese
industrial policies.760 The Appellate Body simultaneously continued to issue determinations that
challenged U.S. trade remedies. The Obama administration responded to the degradation of its
power within the institution and the threat to its policy autonomy by refusing to reappoint Jennifer
Hillman in 2011 and blocking the reappointment of Seung Wha Chang in 2016.
For U.S. officials, the TPP – a twelve country mega-regional agreement encompassing 37
percent of global GDP – offered a chance to increase market access, reproduce structural power
in emerging industries, and revitalize China’s socialization by “writing the rules” for twenty-first
century trade despite the failure of Doha Round negotiations.761 Their failed ratification campaign
reflected the comprehensive collapse of the neoliberal regime driven by the ideational, coalitional,
and institutional exhaustion. Left and right-wing coalitions empowered by the financial crisis
played a central role in its defeat by mobilizing around competing diagnoses with deep roots in
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1990s trade battles. The fracturing of the corporate coalition played an equally important role.
Powerful industries, most notably pharmaceuticals and autos, targeted key “veto players” in
Congress such as Senate Finance Committee Chairman Orrin Hatch (R-UT) to hold the agreement
hostage until their demands were met, including stronger intellectual property protections for an
emerging class of drugs called “biologics” and a side agreement on macroeconomic policies and
exchange rates.762 Failed attempts to reinforce the closed policymaking process and the initial
rejection of fast track renewal further demonstrated the extent of institutional decay.
The Trump administration capitalized on the disjuncture to engineer a radical trade
reorientation. For Trump, his belligerent “America First” nationalism infused with racism,
xenophobia, and chauvinism mobilized the base that powered his 2016 election and, in mirroring
the ideas advanced by Pat Buchanan during the 1990s, tied into a distinct lineage of “American
populist conservatism.”763 Numerous scholars have unpacked the specificities of his particular
brand of neo-mercantilist economic nationalism, which combines calls for an aggressive,
protectionist, and interventionist state in trade while at the same time limiting the role of the state
through lower taxes, deregulation, and dismantling welfare programs.764 On trade, he discursively
positioned himself in direct opposition to Clinton and other adherents of the global industrial
policy in an attempt to reposition the basis of legitimacy for U.S. international economic
objectives. As president, his nationalist rhetoric was not only territorially grounded but also
plugged into the sectoral and geographical unevenness of American growth, promising to deliver
benefits to the industries (steel), regions (the rust belt), and workers (white male blue-collar
workers) he viewed as disproportionately impacted not only by the costs of global economic
integration but also U.S. domestic policies.
His insidious rhetoric and bombastic threats nonetheless overshadowed three crucial facts:
first, Washington insiders orchestrated his trade agenda; second, the approach replicated Reagan’s
and Nixon’s coercive strategies to reproduce structural power by deflecting adjustment and
challenging existing arrangements; and third the abrupt development of a bipartisan coalition
favoring a more adversarial China strategy. Lighthizer, the key architect who served as deputy
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U.S. trade representative in the Reagan administration, is a veteran of the Japan and WTO battles
with a longstanding commitment to achieving “free trade without barriers” through a more naked
use of American power. His campaign against Chinese trade and industrial practices benefitted
from decades of congressional delegation to the executive, robust support from the defense
establishment, and the fractured corporate lobby. The administration paired its unilateralism with
an aggressive agenda to dismantle the regulatory and welfare regimes, a contradiction detested by
trade partners amidst U.S. demands for higher labor and environmental standards, in an attempt
to resuscitate competitiveness.765 The precipitous rhetorical and tactical shifts in many ways
covered up continuities with a longer tradition of deflecting adjustment through trade even as it
illuminated the exhaustion of the neoliberal regime.
The Trump administration’s China strategy failed even when judged according to their
own standards of success and exaggerated systemic fragilities in the process. China, in sharp
contrast with Japan, is a geopolitical competitor with strong incentives to rebuff coercive tactics
and benefits strategically from the large U.S. corporate presence in its market. Despite imposing
$350 billion in tariffs and formally designating the nation as a currency manipulator, the
administration reached only a limited “phase one” agreement consisting of highly limited market
access concessions and specific purchasing commitments, which amounted to a far cry from its
early objectives of pressuring China into undertaking macroeconomic reforms that in fact
reinforces rather than limits state intervention.766 The tariffs failed to benefit protected industries
or workers, convince U.S. MNCs to restructure their supply chains out of China – a reflection of
Chinese commercial power and the path dependence of direct investments – or reduce the current
account deficit, an outcome that aligns with standard macroeconomic theories.767 It remains too
early to assess the outcome of the trade-components of the geopolitical struggle over leadership
in high-tech sectors. Early results, however, strongly suggest that U.S. policies merely convinced
Chinese officials of the need to double down on “power trader” tactics rather than reverse
course.768
Other components of Trump’s strategy produced some short-term gains while creating
longer-term complications. At the time of writing, the U.S. continues its blockade on new
765

Lydia DePillis, “Robert Lighthizer Blew Up 60 Years of Trade Policy. Nobody Knows What Happens Next.,”
ProPublica, October 13, 2020.
766
For an overview, see Chad Bown, “US-China Phase One Tracker: China’s Purchases of US Goods” (Peterson
Institute for International Economics, October 2021).
767
Bob Tita and William Mauldin, “Tariffs Didn’t Fuel Revival for American Steel,” The Wall Street Journal,
October 28, 2020; Lydia Cox and Katheryn Russ, “Steel Tariffs Hurt Manufacturers Downstream, Data Shows,”
PBS News Hour, February 7, 2020; Ruoping Chen, Kate Magill, and Ian Driscoll, “2020 China Business Report”
(The American Chamber of Commerce in Shanghai, 2020).
768
Robert Atkinson, “A Remarkable Resemblance,” The International Economy, 2020.

205

appointments to the WTO Appellate Body, forcing other countries to the negotiating table but
severely damaging its reputational authority and giving rise to temporary alternative arrangements
that threaten to diminish American centrality in the international trading system. Similarly, the
administration successfully used tariffs or the threat of tariffs to force countries including South
Korea and Japan into negotiations to extract particularistic U.S. commercial interests. The
USMCA is the clearest distillation of this strategy. The Trump administration threatened
withdrawal and temporarily imposed tariffs on steel and aluminum using Section 232 “national
security” authorities in order to heighten leverage, a move which risked its legitimacy in future
national security crises. The final product featured limited changes to the original NAFTA but did
advance a combination of liberal and illiberal provisions to appease domestic interests including
rules on the digital economy, higher rule-of-origin requirements for automobiles, and stronger
enforcement of labor and environmental obligations. This coercive approach helped craft a
winning coalition and earned bipartisan support, remarkably earning an endorsement of the AFLCIO. It nevertheless left the regime on highly unstable, if imminently recognizable, terrain by
continuing the tradition of building domestic consensus through hegemonic tactics.
The U.S. Trade Regime After Neoliberalism
In closing, I draw upon lessons illuminated by this historical study of the U.S. trade regime to
evaluate the first year of the Biden administration and the prospects for its future reform. One
crucial lesson is that regime development is a dynamic institutional project propelled by
endogenous instabilities and evolving political strategies rather than a singular postwar trajectory
grounded in a stable commitment to “free trade.” In fact, the stability of the New Deal regime in
the immediate postwar period stands out as anomalous in comparison with fifty years of
regularized tumult since the beginning of the neoliberal project. A second conclusion is that, since
the 1960s, the U.S. pursuit of neoliberal reforms in the global macroeconomy and the domestic
political order has been a principal source of that instability. A third closely related finding is that,
to resolve those tensions, the state has persistently sided with capital over labor and used structural
and commercial power to force other countries into absorbing the costs of adjustment. These
findings offer mixed messages for those committed to building a more equitable, sustainable, and
stable trading system: a different future is possible but its achievement will be remarkably
difficult.
There are nevertheless reasons for cautious optimism. The Biden administration, in a
reflection of the Democratic Party’s shifting center, is taking important strides in the right
direction by integrating trade into its broader reform agenda premised on expansive policies to
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reduce inequality and accelerate decarbonization – an important recognition of regime-order
interactivity. Leading architects are positioning his “Worker Centric Trade Policy” as a direct
ideological challenge not only to Trump’s declaration of “American Economic Independence” but
also the policies of Barack Obama and Bill Clinton, seeking to build a new vision of liberal
economic nationalism located in domestic commitments.769 Crucial early steps include support
for waiving intellectual property protections on COVID-19 vaccines, opposition to ISDS,
assurances to increase labor representation in trade policymaking, support for carbon import
adjustment fees to combat climate change, the negotiation of the OECD global minimum tax
agreement, and the recent announcement of a Global Sustainable Steel Arrangement with the EU.
His administration is simultaneously advancing a revolutionary set of industrial policy proposals
grounded in a new vision of state responsibilities, securing approval of a $1.2 trillion dollar
infrastructure package and promoting legislation to direct hundreds of billions of dollars of toward
domestic manufacturing with a focus on clean energy industries and semiconductors.770
Other components of the agenda, however, remain deeply problematic or disappointingly
underdeveloped. Biden’s economic strategy toward China remains muddled and, in many ways,
dangerous for global stability.771 China’s pandemic response repositioned it once again as a
principal source of global macroeconomic imbalances amidst the sharp drop in world trade, while
the U.S. current account deficit exploded amidst rising consumer demand partially fueled by U.S.
government assistance packages and Federal Reserve policies, a problem to which we return
below.772 Biden’s promise to “build on” Trump’s tariffs in order to challenge China’s statecentered and non-market trade practices is, in addition to the problems identified in chapter seven,
exacerbating the sharp rise in inflation that presently threatens the implementation of his
progressive agenda, which outweighs benefits derived from heightened negotiating leverage. The
plan so far critically continues to neglect the underlying macroeconomic sources of imbalances.
Nor should Trump’s USMCA, which garnered bipartisan support due to expanded labor and
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environmental protections and tightened rule-of-origin requirements, be viewed as a model for
future agreements, as much for what was left out as for the problematic provisions included.
The broader issue is that Biden’s China strategy and the USMCA exemplify an
increasingly exhausted U.S. hegemonic approach to trade dependent on the restructuring of
foreign economics to resolve domestic political problems and bridge coalitional divisions – one,
in other words, premised on deflecting adjustment – rather than undertaking reforms to ease those
problems, even if they are ultimately a “second best” approach. U.S. officials will and, if properly
used, should continue using structural and commercial power to advance vital changes required
to reconstruct a stable global trading system. Yet pressure tactics, as illustrated by the escalating
China dispute, have their limits in a bipolar world and a subpar track record on delivering broadbased growth. Building domestic consensus in opposition to an external threat also fuels a
dangerous escalation of zero-sum logic that unnecessarily risks heightened U.S. – China tensions
which could lead to open conflict. U.S. officials should instead undertake structural reforms that
extend beyond the traditional confines of the trade regime and pose distributional ramifications
unpopular with powerful domestic constituencies in order to achieve a trade policy capable of
generating equitable and sustainable growth at home and around the world. Rather than using the
international system to resolve domestic problems, both must rest on sustainable and mutually
reinforcing foundations.
The starting point for replacing the neoliberal regime must be to ease the problems created
by persistent global macroeconomic imbalances, which are the most pressing source of trade
instability. More extreme proposals, such as unilaterally abandoning dollar hegemony, are
unlikely to garner support.773 Klein and Pettis offer viable solutions for domestic action to mitigate
the costs of “unwanted” financial inflows, including their absorption by the federal government
or a tax on capital inflows, which would shift adjustment costs onto a financial sector that escaped
necessary regulations following the 2008 crisis.774 There are also policy changes required in
interactive regimes to stabilize trade politics. Bipartisan interest in reshoring critical supply chains
was further intensified by the pandemic and the subsequent crisis driven by a sharp recovery in
consumer demand filled by imports. This solution would be most quickly advanced through tax
code revisions to eliminate longstanding provisions incentivizing offshoring supercharged by
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Trump’s Tax Cuts and Jobs Act of 2017.775 The U.S. democratic project is in desperate need of
legislation to rein in the political power of corporations and its wealthiest citizens which,
particularly in combination with measures to empower labor, would translate into beneficial
outcomes in trade policies. Similarly, the expansion of welfare benefits and further steps to unlink
them from employment would help offset the costs of import adjustment.
Both the U.S. trade regime and the WTO are nevertheless in need of comprehensive
institutional transformations. Domestically, the regime requires a fundamental overhaul to
democratize policymaking by dismantling non-majoritarian processes, enhancing transparency,
and expanding representation.776 Priority measures should include: the reconstruction of the
advisory committee system to ensure equal access for labor, environmental, and public interest
groups; the development of a protocol to publish negotiating texts; the reform of fast track
procedures; new rules to combat conflicts of interests and slow the revolving door; and the
imposition of greater congressional oversight and administrative disciplines. The United States,
at the time of writing, has not yet engaged in negotiations on WTO reform. What is clear, however,
is that the future of the Appellate Body will be at the center, presumably alongside the negotiation
and transparency functions. U.S. demands for tighter rules on China are likely to collide with its
own desire for greater flexibilities on trade remedies and industrial policies, which are garnering
opposition from Europe, Canada, and Mexico. Thus, as with China’s macroeconomic policies,
U.S. officials need to be clearheaded about their ability to restructure Chinese industrial policies,
a dilemma that may demand loosening global rules or a multi-track strategy supplementing the
WTO with a plurilateral compact to enable progress among likeminded states.777
Trade rules are ultimately where the rubber hits the road. The aforementioned reforms to
trade institutions should help offset their strong tilt toward the politically-connected firms that
presently dominate the policymaking process, which is responsible for the inclusion of welfarereducing or purely redistributive outcomes in what are ostensibly “free trade” agreements.778 More
broadly, given the dominance of regulatory issues in modern trade negotiations, the U.S. must
embrace a vision that retethers trade negotiations to social welfare objectives beyond economic
efficiency, one reminiscent of the International Trade Organization, the intended third pillar of the
Bretton Woods system scuttled by the U.S. Senate in 1950. Most urgently, the U.S. needs to push
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the climate crisis to the forefront of the international trade agenda in support of the negotiations
occurring under the auspices of the United Nations – there is no more pressing global problem
than the existential threat posed by carbon-intensive economic growth, which is likely to require
forms of “green protectionism” that must be allowed and embraced. That said, the American left
must nevertheless recall that trade liberalization can both advance climate objectives and be a
fundamentally progressive undertaking by raising living standards disproportionately to the
benefit of the poor and breaking down corporate monopolies.779 The prospects for a more
equitable, sustainable, and stable global political economy depends substantially on their success.
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List of Archives and Interviews
Archives and Other Records
Carla Hills Personal Memos to President George W. Bush
Foreign Relations of the United States, U.S. Department of State Office of the Historian (online)
George Meany Memorial AFL-CIO Archive
Hagley Museum and Library
Richard Nixon Presidential Library and Museum
Ronald Reagan Presidential Library and Museum
Interviews
•

Interview with former U.S. Trade Representative and Commerce Secretary Michael Kantor,
Los Angeles CA, 25 June 2019

•

Interview with former senior staff member for House Democratic Leader Richard Gephardt
Michael Wessel, Washington DC, 25 July 2019

•

Interview with former AFL-CIO Trade Task Force Director Mark Anderson, 25 July 2019

•

Interview with former U.S. Trade Representative Carla Hills, Washington DC, 26 July 2019

•

Interview with former Economic Policy Institute President and AFL-CIO Deputy Chief of
Staff Thea Lee, Washington DC, 26 July 2019

•

Interview with former advisor to Senator John Heinz (R-PA) and Under Secretary of
Commerce for Export Administration William Reinsch, Washington DC, 29 July 2019

•

Interview with former White House and Office of the U.S. Trade Representative official,
Washington DC, 6 August 2019

•

Interview with former National Security Council and Treasury Department official C. Fred
Bergsten, Washington DC, 6 August 2019
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•

Interview with former U.S. Trade Representative, U.S. Senator, and Chairman of the
Republican National Committee William Brock, Annapolis MD, 8 August 2019

•

Interview with former Deputy U.S. Trade Representative, Deputy Director General of the
WTO, and President of the National Foreign Trade Council Rufus Yerxa, Washington DC,
13 August 2019

•

Interview with former policy director of the Competitiveness Policy Council and advisor to
Speaker of the House Jim Wright (D-TX) Steve Charnovitz, 2 February 2020

•

Interview with former Stewart and Stewart partner Terence Stewart, Washington DC, 19
February 2020

•

Interview with former U.S. Representative Jim Kolbe (R-AZ), Washington DC, 21 February
2020

•

Interview with former National Journal reporter Bruce Stokes, 24 February 2020

•

Interview with former president of the Council on Competitiveness and senior congressional
and Commerce Department official Kent Hughes, Washington DC, 26 February 2020

•

Interview with Cassidy Levy Kent partner Charles Levy, Washington DC, 27 February 2020

•

Interview with former U.S. Trade Representative and senior staff member for Senator John
Danforth Susan Schwab, 10 April 2020 and 16 April 2020
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