CHAPTER 7

Industry Politics and Policy Outcormes

RisING economic interdependence in this century bas had uneven ei.‘-
fects upon industries. 1t has left some hrms very mlex.‘n;monally ori-
ented and others completely dependent on the domgstlc market. T!\:S
has affected the politics of policy making Ain imemaponal trade by 1n-
creasing divisions among firms on wade Issues. This chapter l'oa‘xses
on the politics of trade among hrmns within an industry and examines
how difficult the aggregation of firms’ prefer.enc?s into a utjlﬁed in-
dustry position has become. The case studigs will aid our C()IldeCl’ﬁ[th
of why political divisions armong firms hav.e .mcreased since .Vvorld \Yar
[1. These divisions have affected the PO]IUCS. of}trade policy m‘nkmg
and may weaken an industry’s capacity 10 realize its preferencesn Lhe,
political arena. This chapter also discusses other nllﬂuem:%‘s on ﬁljms
Abilities to realize their trade preferences. In parm:.u]ar, n}chammcs
how both industries’ potential for influence and political decision mak-
ers’ goals affect the ability of industries to get what they want.

INTRA-JNDUSTRY DivisSIONs

'f he growth of international economic i]ncrdependence in.t.his cen-
tury has split industries in two on trade 1ssues. Ah_hO‘_\l.gh Ll?ls growth
has increasingly exposed all firms Lo fore.lgn competition. it has also
left some firms significantly tied to the international cconomy and
others wholly dependent on their domestic mm.kets. This clgavage has
divided industries in a particular fashion. The fargest firms h_ave
tended to become the most international, while the small and medlur'n
fitmns have retained their domestic base, thus pining the 1;1rg9 multi-
nationals against the mediim- to small-sized clmm.%sllc. enterprises.t
I'he politics of industries concerning trade policy issucs have bce‘n
affected in two ways. First, as imterdependence has grown and the di-
visions have increased, it has become harder for an 11-)dusu"y 10 c.le-
velop a unified position on trade pollcy.lAs the la-rgc firms in an in-
dustry have become increasingly international, theic preferences have

7 H 21~
' Bergsten, Horst, and Moran. Ameérisn Mudtimationals and Amencan Inferests, pp 2

43

Indusiry Politics, Policy Qutcomes 249

diverged from the rest of the industry’s. These large mulunationals
with extensive global trade networks have come o prefer a “free trade
system,” on¢ without barriers obstructing their trade and production
flows. These firms have been antiprotectionisl, even in times of eco-
nomic distress. Smaller firms without international ues have not de-
veloped such preferences, however, and in times of mounting foreign
competiion have demanded closure of the home market.

As a consequence, these divergenl interests oflen have prevented
firms from developing a common industry position. When prefer-
ences have not been aggregated, individual firms, or groups of them,
have presented their own positions to the government. Political deci-
sion makers have been faced with difterent opinions and preferences
on trade issues by firms within the same industry. This proliferation
of industry views has reduced an indusury’s influence on decision mak-
ers and allowed them more leeway (o make their own chbices about
the issue. Divisions among social actors may therefore enhance the au-
tonomy of political actors by splintering oppositon to policy deci-
sions.2 Thus, not only may this uneven interdependence impede the
aggreuation of firins’ preferences at the industry level, but it may also
reduce their bargaining power with governmental actors.

A second way interdependence has reshaped the politics of trade
involves its effects on the formation of industry consensus. Despite di-
vergent interests among firos, industries have been able at 1imes 10
formulate a common positian. This has usually entailed much bar-
gaining and compromise. The final position has been likely to reflect
both groups’ preferences to some extent; however, this compromise
has often been skewed toward the preferences of the large muliina-
tionals, because they have been the biggest and potentially the most
powerful actors in the industry. The agreement reached has theretore
been less protectionist than the domestically oriented firms would
have liked. 1 he smaller domestic firms have not been completely with-
out influence. Quile often, since the growth of foreign competition
directly threatened their existence, these firms have organized them-
selves well and presented a strong case. Nevertheless, the resulting
compromise on trade issuies may still be less protectionist than the ma-

jority of the industry’s firms would have preferred. All in all, indus-
tries that have been unevenly touched by rising interdependence have
become divided in their trade policy preferences, and such divisions

* Peter Evans, Dieler Rueschemeyer, and Tacda Skocpol. eds , Bringing the State Back
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the Autonomy of the Democratic State (Canbridge: iHarvard University Press, 1681).



250  Chapter 7
have reduced their capacity for demanding closure of the home mar-

ket.

Inrea-INDUSTRY DIVISIONS
AMONG THE Case STUDJES

The importance of intra-industry divisions was apparent m.the case
studies. Where these divisions existed, pressures for protection were
mitigated. [n addition, the extent of these divisions d)fterfd. betwe;n
the 19208 and 1g70s U.S. cases. In the 1g20s, when Arms’ ties 10 the
international economy were less well developed, fewer of the cases re-
vealed these internal divisions, and those that did were I.!le meosl inter-
national industries considered. In contrast, fve of the $1X 19708 cases
had such internal disagreements. The French cases displayed « pat-
tern in between the two American ones. Divisions were less apparent
. the French cases than in the U.S. cases of the 1970s, largely hecal?se
the French industries had fewer firms in Lher?l. GQ\'errllnelml policy
and industry’s practice of fostering concentranon—.¢., the develop-
ment of “national champions”™ —in the postwar period helped reduce
tbe number of firms in many industries and favm:ed the .preferences
of large and often mere international firms. | h‘us in the French cases,
divisions were more prevalent in industries with a large number of
firms and few internatonal ues, a patern different from that of the
1g20s American cases, 4s we shall see. ‘ :

Among the 1920s case studies, three mdusm_es, all am(fn.g.llle most
international of those studied, revealed deep mternal dwnsronS_ over
wrade issues. These divisions tended (o be mmcipient, often Lh‘e inital
breach in the industry’s unity as a conseguence of its recent Interna-
dionalization. These growing internal sphics, nevertheless, affecied the
industry s politics on trade issues. ‘ .

The textile nachinery builders in the 1g2os were in the aggregate a
highly export-dependent induostry, bgt xhes? EXPOTLS WETC _c()n(:cn-
trated among the cotton machmery builders. The mak.ers of v\.-nol mz.n-‘
chinery, in conurast, were oricnted toward the domestic m-,n'kct.:l'»lus
split affected the industry’s capa(:i(?' 1w devclop a common pognon
during the 1921 tariff revision heuyings. At thar\ time, wh’cn l\sle.\e ex-
ports were MOst iImportant as a Consequence .o[ \a\t).r]q War I} effeft'
on competing Furopean producers, lht.‘. divisions ufll‘nn the ]ndl»).ill}
were quite apparent. It did not tesiify at all during the hcarings,
largely because no common position could l’? dcv.eioped among the
firms. The builders of cotton machines had litde inerest m i.urth.er
protection, while those who made wool machinery wanted taiffs in-
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creased. This lack of consensus impeded efforts to present an industry
position on the triff to Congress. Later, in 1g29, exports had fallen
in significance and a mildly protectionist consensus was formulated.
Even in this period, however, a compromise was necessary, and the
one that resulted seemed less protectionist than many manufacturers
in the tndustry desired. The internal cleavages promoted by uneven
interdependence thus mitigated pressures for market closure in this
induslry.

A second case of incipient but growing intra-industry divisions in-
volved the photographic equipment industry in the 1g920s. By the end
of the decade, this industry was one of the most multinauonal and
export-oriented of our case studies, but these ues were concentrated
im the hands of one firm, Eastman Kodak. As Kodak’s internauonal
operations grew, ils preferences increasingly diverged from the rest of
the industry’s. In the 1921 hearings, Kodak’s position on camméra and
film tariffs, calling for slight increases, was close to the rest of the in-
dustry’s. By 1929 Kodak’s position was onented more toward “free
trade,” even seeking tariff reductions on some items. This position
contrasted with that of the remaining U.S. film manufacturers. In this
case, rising but uneven interdependence moved the industry’s pref-
erences away [rom protecion and fueled internal divisions, which fur-
ther reduced its capacity to seek protection.

The third case of a divided industry in the 1g20s involved the fer-
tilizer producers. The extensive international ues evident in this in-
dustry were distributed in a skewed fashion. The large firms involved
in the nitrate and phosphate sectors possessed most of the industry’s
exports and foreign producion operations, while the small potash
producers were largely domestic. In the 1920s, as foreign production
and export of potash revived. the small U.S. producers demanded
protection. These firms’ demands were strongly resisied by the large
muliinational producers, who favored freer trade. The large firms
lobbied not only against tariffs on potash but also for retention of the
duty-free entry of all other fertlizer and its ingredients. Because of
the global network of trade and production these firms had created in
order 1o make fertilizer, they oppased tariff increases, which would
upsct these networks. In this case the large international producers,
intent on preserving an open U.S. market, overwhelmed the protec-
tionist sentiment of the small firms.

Among industries in the 1g920s, intra-industry divisions were evi-
dent and did reduce protectionist influences. But they were less prev-
alent because interdependence had not spread widely. In the three
industries where divisions appeared, these conflicts were just devel-
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oping in the 19208 At L.his (ime, MOreover, imf-hndus}ry) pol(n{ucs :l\iiy,
have been more crucial in the development of industries’ trade p 1 y
positions. As the 1920s cases demonstrate, the preferencrs of f)trller
industries closely connected to the industry examined often w:i l\:
enced its position. The woolen goods m?nufacture.rs \vf:rrl]e affecie ma)-
the wool growers and their preferences for protection. e)l‘erflu emm‘
chinery builders faced pressures for protection {rom the t¢ )?“g ;[
ufacturers, and the newsprint producers were pushed toua.rll. fe.er
irade by the newspaper publishers. Farmers backed the f.em zer in-
Qustry in their advocacy of duty-tree fercilizer, and motion picture
pl‘Od\;CCl’S and distribulors pressured the pho‘Lograph:c eqmpme'm
makers to seek lower duties. Alihough Fhis interindustry pr.ess;.xre W T‘S
not always successful, 1t consututed an important element lr;] the ptc; i-
tics of trade in the 1920s, one perhaps more 1r'nportam than intra-
industry divisions and one lacking i the )9705.L-.‘S, cases. e ol
AmOIIIg the 1g70s U.S. cases, intra-industry divisions over tra eeF:\)a-l
icy prevailed. Five of the six cases wereAmarked l?y st?rfo!ls 1I1;L o
divisions resulting from firms’ different ties to the inter natfund} ecor
omy. These divisions were deeper and more deve\op'et'l lh:l;l 1 1;)5& Iur:
the 1g2os and had an cven grealeAr.e'ffea on the politics o tra e. .
most of the cases, intra-industry divisions mitigated protecrionist pres-
Su:;mminem example was the semiconductor industry. It x\'asc}{ngzz
integrated into the incernational economy, but the largest pr0' uc
were the most internatonal. (BM, Texas Instruments, an.dA\/\esLern
Electric were {ar more multina(ional. than were the remm{wm‘g m::r-
chant producers, operating main.lyl in Cahfon:ma. l.n the late 19.,05[
these California producers became interested in taking nruo}n a‘g;:ins-
Japanese semiconductor imports. Thesel p.r‘r)ducers qeatfd‘ the t\ngisr
try’s politicul association, thie 1, and injuated acu(_{m_ A01 ar; an iy
trading practices case against Japan. T}EC largfe' prod ‘utlu‘s re 1; Y
join this association and urged that tl'.ns petition be Fop;;e;. -
even agreed to join if the wrade complal_m were kept quiet. b ;s c(om(l
promise was accepted, and the assOCKILION S INIEVESLS _shme_ : ns Lid
of seeking sanctions against Japanese imports, the producers aglr‘e °d
to pressure the U.S. and Japanese governmen:s to open negotia od
w0 reduce further tariff and nontaritf barriers on se_rmlconduaor tra le
between the two countries. In this case, pressure t.rom the large mul-
inationals shifted the association’s Juterests away from market closure
ing market openness. ‘
N IP:S;::);[ df?lrvisions weEe also apparent among the U.S. tire manufac-
curers. International ties were unevenly distribnted among these pro-
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ducers. The largest firm, Goodyear, had the most extensive foreign
trade and production operations. The other three major producers
were large but without the extensive global ues of Goodyear. In the
early 1g70s, when imports first became a theeat, the major producers,
excluding Goodyear, initiated a countervailing duty case against Mich-
clin, the mauin importer. These firms sought to slow down Michelin’s
penetration of the U.S. market. Goodyear opposed this case. Further-
more, the firm played a central role in having the duties imposed on
Michelin terminated early. Goodyear thus acted as a barrier against
protecrion for U.S. tire manufacturers. in the late 1g70s Goodyear
internationalized further and conunued 1o promote open markets,
while the other producers abandoned ibheir foreign operauons and
trimmed their domestic ones, sometimes even exiung the industry
completely. In the face of Goodyear’s opposition, calls for protection
were avoided. v
Intra-industry conflict also affected the U.S. radio and television
manufacturers. The leading firms in this industry were bifurcated into
wo groups. Two firms, RCA and General Electric, were very inter-
national, while the other manufacturers of importance, G 'E-Sylvania,
Mugnavox, and Zenith, were domesuc in their operations, From the
late 19605 on. this latter group initiated a large number of unfair trade
complaints againsy the Japanese. These complainis suffered various
fates in the 1970s; some were dropped and others recognized. But
these firms lobbied increasingly throughout the decade for relief
against Japanese imports. Culminating this effort was the group’s fl-
ing of an escape clause petition in 1976. This petition and others were
opposed by RCA. With strong ties to the Japanese industry, RCA bad
no desire to see quotas placed on Japanese imports. The option that
was finally taken- negotiation of an orderly marketing agreement.
was less disturbing to RCA, since the oMa’s quotas were generous and
did not affect imports of many subassemblies or components, an im-
portant part of RCA’s operations. In the end RCA did not actively
oppose this measure. But it was not renewed, and little protectionist
sentiment has arisen since, largely because the domeslically oriented
U.S. producers have either sold their operations to foreign firms or
moved production abroad. Further intcrnationalization of the jindus-
ry thus reduced its divisious and its preferences for protecnion.
Another case of an industry riven by internat divisions over crdde
tssues involved the U.S. manufaciurers of warches and clocks. Among
the firms with domestic production, two groups developed in the
1g70s. The first was composed of long-standing tradiuonal watchmak-
ers, led by Timex. They exported litde and manufactured mainly in
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the United States. The second group was primarily l.nade up ofsgml-
conductor producers who had movec.i into elcctromc Iwach‘ produc-
tion. T'hese firrs were more international, usually maintaining some
offshore-assembly and trading operations. As electronic wa%c.hcs;lpgr-
ticularly their imports, took over the U.S. market, ILhe tracl{;lém e:;
mestic producers tried to halt the process. Pressuring b‘ot . oc;lgr
and the rrc, they sought 1o bave tatiffs on electronic watchces and parts
increased. These efforts were opposed by the FY4S. 'electror}tc wat.ch
producers. Their vocal opposition and the growing international ues
of the traditional domestic manufacturers helped to epnsure I.h.’-.L.I_ Pr}?-
tection would not be granted. Throughout the 19508 an(} 1960s the
wraditional manufacturers had been able to obtain Prote(.non, bl‘ll e
forceful opposition of these new producers was an 11?1P?mnt.elc..1xxe}r‘\t
in their failure to obtain it in the 1970s. Increased c.hvmons within the
industry thus reduced its capachy_' Lo ob(ain protection. ected
Changes in the U.S. footwear industry’s internal cohesion atfe '
its ability 1o demand protection. Throughout .thc 196?5 and. mo(jt o.1
the 1g70s, U.S. footwear makers h;.ad very .few mterna(.lonal ufes. ;\;
the late 1970s, the industry was unified n its Ll'agie. policy pre erelr}. .
which grew increasingly pro(ectioniét. After recewving som.efpr_otul.t;lo[r;
i the late 1g70s, firms within the industry responded diffcy endy. \
number of large firms began jmporting shoes and/or.producmglan
assembling them abroad. Protectior? becaq\e less de§1rab$e lfor' L 1e:!e
firms, since it raised the costs of their foreign operations. They gra d
uallv came to oppose efforts of the more‘domesuc producelrs an
evc:}\mally allied with other importers, foreign firms, .and relaAll.ers in
their association. As their foreign fies developed, their opposiuon Lo
further protection grew. In 1981, at the end of the first quota agrc‘e?-
ment, these firms worked to ensure that no new quota would b? msti-
tuted. Their efforts evidently paid off; new protecaon w.fas d§meg:l.ln’
this case, growing divisions within the industry undermined its ability
i tion. .
* é))l:'(:r?ﬂ[)ir:tﬁ?e 19708 U.S. cases internal divisions within industn]es
were prevalent and significant. As interdependence s!n‘ezfd HI]AeVCII Y,
industries became divided in two, with Lh.e large t_nuhmauonals fa\.'or-
ing open markets and the smaller domesuc ﬁt'rns intent on protecion.
In the U.S. cases these divisions worked againsl those seekn!lg protec-
tion. In each instance, splits either muted the smaller firms dem'fn_uls
for market closure or provided vocal opposition 1o encourage political
decision makers’ resislance o such den?andsA .Unhke.m the 1920s,
(hese cleavages were deeply embedded in the mf.iusmes and had 2
crucial effect upon the politics of trade policy making.
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Fewer intra-industry divisions were apparent among the French
cases, in Jarge part because of French efforts 10 encourage concentra-
tion in their indusines. But two cases revealed significant internal di-
visions. In both, international ties were only beginning to develop, and
these cases may be contrasted with those in the 1920s. However, as was
true of the 1g20s cases, intra-industry divisions in France had less im-
pact than they did in the United States in the t1g7jos, because the
French divisions were less developed.

French footwear producers were seriously divided in their trade
preferences. In the aggregate, these producers were neither substan-
val exporters nor large multinationals. But at the firm level, some
large producers depended heavily on exports, foreign production op-
erations, and imports. The rest of the industry was primarily domestic
in its ovientation. In the mid-1970s, as imports rose rapidly, these do-
mestic producers began pressing for some protection of theirhome
market. These efforts were opposed by the largest firms; and to halt
them, they staged a “coup d'érat” against the industry association
leader organizing the proteclionist movement. At this point, protec-
tion was avoided. Later, however, strong senument for relief against
imports rose again among the majority of firms. This time the large

firms were unable to stop the effort, but they were able 1o restrict the
scope of protection to a few countries where they were not involved.
Initial, successful resistance 10 protection was thus later overwhelmed
by the vigorous effort of many smaller firms to obtain aid. Internal
divisions did, nevertheless, limic this protection.

The French watch and dock producers were also an industry facing
increasing divisions in the 1g70s. Throughout the decade u large
group of exporters resisted efforts to protect the home market. By the
end of the decade, with exports falling and imports surging, a new
firm, Matra, entered the industry and took over the operations ot the
largest and most successful exparters. This cansolidation pitied Matra
against the smaller, less export-oriented traditional producers. As de-
sire for import relief increased amang these firms, Matra initially re-
sisted it. Matra's exports and ties to the Japanese worked against any
interest in protection. In the early 1g80s, however, the smaller firms
succeeded in having quotas placed on various imporiers. Matra was
apparendy unenthusiastic about this outcome but was not actively op-
posed to it. Matra's initial effort, nonctheless, served to dampen pro-
tectionist pressures within the waich and clock industry.

In the French cases as well as in the U.S. cases, inira-industry divi-
sions over trade altered the politics of trade policy making. In partic-
ular, these divisions helped reduce protectionist pressures and out-
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) ) an
cones. After divisions arose, industries seemed less successful th

they had been earlier in Qb(aining prol>ect.i0n; (_)vemll;v:flfrc;::]ypcll‘locl-
rising interdependence shift some firms [')r.e.ft:rcncc‘éks“zll RAE
tection, but it also created intra-industry divisions, Wich made the 267
gregation of firms’ preferences more problematic and p

more difficult (o realize.

Poricy OUTCOMES

Thus far this study has shown how the imerna(ionaliz.auon Olii"-l fi?;
omy reduces demands for protection and the capacity 10 (:' ml:ndcr-
(he firm and industry level. That such demand is lmpo;tlan q:x:lm o
standing the policies adopted has.been assumed, ?31)([; ”T an ,helzases
will now be examined. There 1s deer]l.ce lo\éupfgzltslén(im;n imlustn,
e in other works on trade pohcy. We : )
zer;e?‘;licz g]tld policy outcomes are likely to be higbly correlated and
ey might diverge. -
Wh[et:]g[;:g’ral, %)Lhel‘ congsiderations of L‘rade policy ouicomes ;:l;\:liesi;
toral level support the claim that ﬁrmfs demands have an lm ence o
policy outcomes. Many of these SIudlels employ aggregale reg ession
dels of industries’ tariff levels and mcluc!e variables expressing
o iables indicating preferences focus on
Jv affected by imports, those with the
most “rents” to gain from prote}ction, and those with ano‘us tes ;c;;llre-
international economy. Most of these worl.(,s find that ’neself)hou :
ences have some influence on the “supply” of protecuion, a g
their effects vary from oue study (o ?nol}wlu e
Two of the most interesting exarmnations ol ths‘xd:«l‘uons1 .ul;{()ber[
onstrate the importance of demand for umler_smndmg supp _\‘. Robert
Baldwin tests specifcally for the in.ﬂuen(cel of Lr.;1;:::‘dpit);£:i(:“ son
i lv. He notes, “(he intensity oi demind rotection do
‘;)']"1:‘ Sasﬁil;ﬁii:lcanl role in inﬁum?cing duty .red\_\ct_u‘)nlslux‘ .‘ {('el;t'e::lr:i]elrr::
dustrics” In another study, Judith (Jolds.tem shows t“ml L[Cd : ers
of L.S. trade law relief have 2 substanu?l success tzLe.' : ie.“; e
frequency with which industries dema;\gu:f’ r;l:::_:eilu:‘l::lc av.emged
rg70s ranged between )5 percent and go pereent i L raged
-ent.s In approximately one-third of all cases, de
;li);o:?r(:fzrpci;tﬂ]:tries mperz with successful responses. Overal), these

dustry preferences.t The var
those industries mosg adverse

1 See chapler 2, note L. . \ "
R, Baldwin, Politrcat Economy of U S. Dnpurt Polry, p.10g. e s
« Goldstein, “Reexannnation of American Commercial Po.cy,” p. 520. 50
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studies support the assumption that firms’ preferences are imporiant
in the development of trade policies.

But do others corroborate the specific argument here that firms’
preferences as shaped by itheir export dependence and iheir multinationality
influence policy ouicomes? These factors are less well scudied, but they
do appear in several recent studies. Generally, the relationship be-
tween export dependence and levels of protection among industries
has been significant and robusc.® The influence of multinationality on
policy outcomes is less clear. This result is not unexpected. since the
cases here show that multinationals are not equally interested in re-
sisting protection. Only those with extensive trading networks will be
resolutely antiprotectionist; others may be interested in selective pro-
lection in times of distress. This division of preferences suggests for-
eign opcrations in the aggregate, as used in most studies, may not have
any clear-cut effect on policy outcomes. Indeed, few studies sliow it Lo
have a significant, consistent effect on policy.”

We have already seen one problem with aggregate examinations of
policy outcomes. As highlighted in the case studies, the distribution of
international ties within an industry is important. If only one or a few
firms account for the bulk of these ties, then divisions of preferences
on wade among the firms will be significant and will affect the elabo-
ration of an industry's trade policy positon. That such divisions are
overlooked by an industry-wide measure of raultinanonalily explains
i part this variable's poor performance in these models. The 1g70s
U.S. radio and television industry and watch and clock industry ace
two cases in point. In the aggregate both had substandial incrafirm for-
eign trade, but in each this activity was concentrated in the hands of a

few firms. These firms—RCA in the former case and the semiconduc-
lor producers in the latter—did resist protection, although their ef-
forts were differenually successtful. The domestically oriented televi-
sion manufacturers were able to obtain some selertive protection; the
traditional watch firms were Jess successful. These cases point out
some of the diffieulties involved in using muluinationality in (he aggre-
gate 10 account for trade policy outcomes.

The case studics in cbapters 4, 4, and 3 support the assumption that

8 See chupter 2. notes 2. 3

7 R. Baldwin. Poluical Economy of U).8. Impor! Policy, pp 150-72. finds oulcomes lirde
inRuciiced by direct foreign invesunent, but dues find outcomus effected by indusiry de-
mands. Fong, in “Export Dependence,” ¢h. 2, shows direct foreign investment to have
some «flcct on policy. although less than other variables. Lavergne, Political Economy of
U S. Tariffs, pp. 153-54. shows inlrafirm (rade arong multinationals o have only a weak
effect. if any, on protectionist levels.
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industry preferences influcnce policy outcomes. First, m;loneoofs(i;e_
cighteen cases were industnies accordefi protection when they, or u
stantial parts of them, did not desire 1L..The issue of protlecuof) vas
usually placed on the politcal agenda bw industries. Prot.ecuo'n w'as 1es
a political issue ugtil industries mad.e it one. Secgnd. in x?mny» _\Cé;\
when industries demanded changes In Lrade_barncrs,. they were able
1o obtain them. In the 1g20s the six industnies CXamlI'}ﬁ(.{ were guite
successful at having tariffs raised o7 loweved 10 meet Fl.lell' plrefcre.}nces.
Even among the divided industries- such as ferulizer ‘u?-d p‘u;u])‘-
graphic equipment- -the larger firms were able to have th_erp.Ie e [
ences for low tariffs instituted. For the 1920s cases the Lrans_lauon o
preferences into oulcomes was apparently not a d)(ﬁmlt proc c_‘ss._ "
Among the twelve 19708 French and U.S. cases, in a%l lt_slutéogmQ [1;-
industry demands influence policy outcomes. Lf.fon_s by t fe se ~
iconductor producers and French pharmaceuucgl malr‘\ul acui.l (‘rs11
further open markets at home and abroad met with succ c;s po uutey;
A general disinterest in protection by the French glass zml_ »u\r.i m:i “ira
and by the U.S. tire makers kept protecuon off the political ager
for these industries. Firms desicing protection were z.ilso oft;n success-
ful. The U.S. tire makers’ early trade petition against Mlc_l‘wlm 'was
acted upon favorably by the U.S. government, even though L-})()ldyeat,
the industry leader, opposed iL. The French w‘:nc}) and c‘loclla me us.tr),
once it demanded protection. was able to oble.nrn it both n 1‘1‘2\?\(‘.-6: ;,“2
at the European Commuruty. The U.S. Lelevmsm manulfact.mmsl T.
variable success. They obtained some import relief e.'u'l.y in the decade,
then were denied relief, and finally rf.:ceived protection thro‘ugtm a?
oma, despite Lhe opposition of the leading ﬁ}rlm, RCA. The Lb watc 1
producers were divided. In the end the lradmona.\ producers m‘e.rf un
able to get protection from the U.S. government in the x9.70f, ml arge
part because of the ardent opposition of the US electronic w a-lc 1 pro-
ducers. In this case the preferences of electronic watch prodlft,crb pr:
vailed. Later, however, the Japanese gr:-nuefl temporary rehef 1.0.1 ;
U.S. industry by offering to monitor t}'u:lr exports 10 '1he LmLeE
States. In all eight of these cases, industrics wcr? able, _vf’uh‘ :ﬂt(_)n‘le e 5
fort -probably more than in the 1g20s— o realize their pre erence
for greater market openness ami_ closure. _ o -
In the four other U.S. cases of the 14708, the industries had a mo
difficull time obtaining the outcomes (lgswed. 1n the United States,
both the footwear industry and the muchu!e t.().ol producers expendt?ld'
a great deal of effort 10 influence polic:v, with ln.}!c returs. In the Cili.l ;
1970s the footwear industry was denied all efif)rcs at import re 1er;
Only in 1976 did the industry get some of what it desired—quotas 0
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imports. [n the machine tool case, the industry was successful neither
in obtaining aid and greater market openness for its exports early in
the decade nor in receiving import relief after 1978. Although it was
granted some relief in the mid-1980s, its substanual efforts for greater
openness and closure in the 1970s were not that successful. In these
two cases other factors influenced the policies adopted.

[n two French cases the industries had liule trouble gaining protec-
uon at home bul more difficulty obtaining it at the EC. The French
footwear industry, once it overcame its internal divisions on trade, was
able to negotiate quotas on imports into France. Since it refusect re-
sponsibility for negotiating them and left the task to the industry itself,
the French government prabably did not favor, or did not want to be
seen as favoring, these arrangements. The French producers were less
successful at the EC. There, their demands for protection were
strongly resisted by other members’ industries and govern menls.

For the French television manufacturers, protection at home had
been willingly provided by French authories since the industry’s in-
cepuon. When the industry realized that only protectian at the Euro-
pean level would allow it to survive, the industry redirected its pres-
sure toward the European Community. Here the French producers
had difficulty in obtaining protection, because they were opposed by
other states and their firms. Only alter several efforts were the French
able to break down resistance to their plan and obtain the protection
they desired. These cases suggest that in forums where more interests
are considered, the preferences of any one group may be more diffi-
cult to realize. In these cases the EC seemed much less easily swaged
by protectionist demands than did the French government.

Overall, industry preferences exerased an important influence on
wrade palicy outcomes. But the cases, as well as other studies, point out
that such demands are not the only facior shaping policies. At least
two other [actors warrant consideration for a better understanding of
trade policy making.

The political influence of an industry js obviously linked o jts ability
to get what it wants, Other studies, relating structural elements of in-
dustries to influence over trade policy outcomes, suggest indicators of
an industry’s political clout. Among these are the industry’s size, its
concentraton. the number of workers it employs, its geographical
sprcad, and its political organization.? As studies show, policy out-

3 For a snove complete bist, see Danel Esty and Richard Caves, “Market Structure and

Political [nfucnce.” Econome Inquiry 21 (January 1985):24-38. and chapter 2, note 1,
above.
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comes are affected by some of these factors, especially an industry’s
size and work force. The larger these are, the more influence an in-
dustry appears to have.

The variable success rates of Lhe cases also indicate that factors other
than demand influence outcomes. In the cases where snecess was lim-
ited, one factor differendiating them from the others was the size of
the industry. For instance, of the 1g70s U.S. cases, the two that had
limited success—footwear and machine tools--involved the smallest
industries. In terms of their own size and their labor force, these two
‘nduscries rank below the other cases, except for the rraditional watch
and clock industry, which also had limited success in obtaining its pref-
erences.s Part of these industries’ difficulty in obraining their desired
outcomes may have been due to their inability to amass a critical
amount of public support. Other industries, such as semiconductors
and tires—not to mention the textile, auto, anad steel industries, which
rank among the largest in the United States—had an easict time press-
ing their claims in part because their greater weight in the cconomy
lent them greater political resources.

In additon o size, several other factors also condition an industry’'s
political inAluence. In the French cases the importance of an industry’s
regional concentration was evident.® The French footwear, watch and
clock, and lire industries were better able (o get a hearing from public
authoritics than their size would suggesl, largely due to the high con-
centration of each of iheir activities in one region. This brought them
the atteniion of regional public officials, who m turn pressured na-
tional officials to help them. The U.S. watch and clock case was similar.
The location of a number of Timex plants in Wilbur Mills’s disrrict
was often cited as one reason he sponsored the bill favored by Timex

5 U.S. Depl. of Commerce, Bureau of the Census, 197, Corus of Manufacturers, 1ndus-
try Serics, pts tt-tn (Washinguon, D.C. GPO, 1980).

s1c cods ’ takor force value-addeq (milhons of $)
S0V 1 Ures 1)4.000 34347
3149 mcx’s [ootwear 53000 R72
4. 44 women'’s footwear 57,000 755
argt real-cutting machine rools 59.400 1806
1051 radio and TV 73000 2352
3674 semconductors 114,000 3410
4873 watches and locks 31.500 685

o Results measuring geographic: T consantraton }-ave been quite mixed, but these tests
fiave usually involved only the Urited States. Sce Lavergre. Political Economy of U.S. Tar-
iffs, pp. 101-304; Caves. Economic Models ol Political Choice™; Pincus, Prevsure Groups
and Politics 1 Antebellum Taziffs.
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that would have extended protection to the industry. In these case
regional concentration may have magnified the iﬁdustry‘s politica
clout beyond that expected from its size. A

The rg2os cases suggest the additional importance of an industry”
allies and enemies. As noted earlier, in these cases interindusiry p()/li
ucs appeared very significant; the political influence of other, closely
linked industries, combined with an indusiry’s ability to find such al-
lies, were important factors influencing its chances of political success.
Orther studies of the pre—World War [1 period have also noted the
importance of coalitons among soaal actors for policy outcomes,*:
These factors---size, regional concentration, and coalitional ability—
and others seem essential for a more complete understanding of trade
policy.

A second feature important Lo understanding policy outcomes in-
volves policy makers’ goals. Although some studies have stressed the
importance of policy makers’ ideological frameworks, other investga-
tons and the cases here point to the more immediate goals and con-
cerns of policy makers as most relevant for particular policy deci-
sions.** Not only who is making the decisions but also what gociils and
concerns these decision makers have are relevant. For example, Rob-
ert Baldwin shows that the 1r¢ and the President are motivated by
different forces in their decisions about trade complaints.’s He sug-
gests that presidents will be more or less receptive to protectionist
pleas depending on their macroeconomic concerns: that is, whether
they are primarily bauling inflaion or unemployment will affect their
receplivity Lo protectionjst demands.’

A sirnilar argument has been made for the U.S. Congress. Though
Congress is usually seen as more susceptible to industry pressure than
is the chief executive, Bauer, Pool, and Dexter’s study of Congress and
trade policy making maintains that the partcular goals and tasks
members of Congress set for themselves crucially influence their re-

N Gourevilch, “International Trade. Domestic Coalitions. and Liberty”; Peter Goure
vilch, "Brcaking with Orthodoxv.” DIniternativnal Orgentzation 38 (Wi:r_.ér 1uR {1:95-180:
Gourevitch, Peiitizy m Hard Times; Ferguson, “From Normaley (o New Deal.” ) ‘

"2 Fur arguments strescing larger idcological concerns, see Goldstein. “Reexannination
of U.S. Commerdiul Policy”s and Golds:cin, “Polivcal Economy of Trade.” On the goals
of pohey maker-. see R Baldwin, Peliical Econvy of U.§ Import Policy, pp. 13-27; Cheh
“11.§. Concessions in Kennedy Round and Short-Run Adjusument Cosis™, Lavergne, Poi
ical Economy of U S. Tanjfs, pi1. 164-66, 186-87, - Bauer, Pool, and Dexter, Ame:.-an Busi-
ness and Public Poli . esp. chs. 29-34.

's R. Baldwin. Political Economy of U S. Import Polucy, ch. 3 and pp. 12¢-33.

< |bid., pp. 132-33. )
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ceptivity to industry pleas.'s From this perspective, policy outcomes
often depend on who is making the decision and on what the decision
maker’s own goals are.

The case studies provide evidence for this argument. Industries’
success rates varied, depending on who the decision maker was. For
example, the 19708 Awmerican industries were more likely to be suc-
cessful if the Commerce Department rather than the Treasury were
in charge of a trade complaint.'® The firms realized this and made a
successful effort to have responsibility for these matters shifted to
Commerce. This department was viewed as more “attuned” to indus-
try interests, while the Treasury, especially in the 1g70s. was centrally
concerned with inflation and thus disinclined to protect industries.
The cases also suggest that Congress was more receptive to industry
pressure than the executive branch.’” When industrics did not receive,
or were slow in receiving, what they desired from the President, their
response was to find congressional allies to press the executive branch
and/or 1o have Congress itself initiace a bill in the industry’s interests,
as the lootwear, watch and clock, and radie and television manufac-
turers all did in the 1g70s.

The importance of decision makers and their goals was also appar-
ent in the French cases. In several instances, conllicts between the
Ministry of Finance and the Ministry of Industry suggest the differ-
ential responsiveness of different decision makers to industry efforts.
In these cases the Ministry of Industry, like the U.S. Commerce De-
partment, seemed more receptive 1o industry desires and interested in
an industry’s prosperity than did the Ministry of Finance, which was
consumed with budgetary matters and inflauon, much like the U.S.
Treasury. Overall, the case studies demonstrate the importance of po-
Jiucal decision makers—in particular, who they are and what their cen-
tral goals and concerns are. [ hus though industry preferences are im-
portant for trade policy sutcomes, a more complete understanding of
them requires an examination of at least two other factors: the politi-
cal influence of different industries as well as the identity und goals of
policy makers involved in the decision.

's Bauer, Pool. and Dexter, American Busmers and Public Policy, chis. 2g-9 4.

% Goldstern, "Political Economy of 1rade.” pp. 175-768. finds no real difference be-
tween the two, bul she docs show 11 ¢ acceptance rates to be higher thin those of either
Treasury or Commerce

7 R. Baldwin, Poisticof Economy of U.S. Import Policy, chs. 3, 4, pT 178-7g. finds Con-
gress more susceptible :nd able 1o excrt pressore on the executive branch. But he notes
that the President ecan also influence congi ussional voles on 1r..de
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CoNCLUSION

In sum, the uneven spread of economic interdependence—of inter-
national ties, in particular. has made the aggregation of firms’ inter-
ests Into a unified industry position more difficulc by increasing the
Fli\iergences among firms’ preferences. These differences have grown
In importance since the 1g20s and have contributed to the reduction
of protectionist pressures. This new element in the politics of trade is
therefore another factor accounting for why protection was Jess wide-
spread in the 1g70s than in (he 1920s.

In additon, indusiry trade policy preferences do affect policy out-
comes, as both the cases here and other studies reveal. But other fac-
tors also influence this relationship. Industries in which firms’ interests
were divided, for example. provide greater autonomy for decision
makers. Industries’ relative political influence, as measured by their
size, region:l concentrauon, andfor coalitiounal ability, affect their
chances for success in the political arena. The identicy and goals of
policy makers involved in the issue also condition whether industry
demands will be met. We may say, therefore, that industry preferences
are among several important factors that shape trade policy.



