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FOR the last 23 years or so, complete strangers have come up to me all over this country to ask if there really was such a thing as the Smoot-Hawley Tariff Act or if I made it up. 

Skip to next paragraph 

Yes, there really was such a thing. And while it’s been the subject of some controversy for economists and historians, it also played a special role in my little life. The Smoot-Hawley Tariff Act, sometimes called Hawley-Smoot, was the subject of a monologue I gave ad lib, just off the top of my head, in the movie “Ferris Bueller’s Day Off” on Stage 15 at Paramount Studios on or about Nov. 15, 1985. It stayed in the movie, and when that movie was released in 1986, that scene, my first of any size in any movie, made me a star — although a star of only cult proportions, unlike, say, a Ronald Reagan. For me, that is the primary significance of that piece of legislation.

Otherwise, the Smoot-Hawley Tariff Act of 1930 was a wildly misguided attempt by two Republican senators, Reed O. Smoot of Utah and Willis C. Hawley of a very different Oregon, and the Republican-controlled Congress to stimulate domestic production by raising (“raising or lowering ... anyone, anyone?”) tariffs on many goods from abroad. Signed reluctantly by President Herbert Hoover, who most certainly did know better, the law did not do much to ameliorate the onrushing Depression, but it did anger foreign trading partners. They slapped retaliatory tariffs on American-made goods.

World trade slumped.

As the great economist Ludwig von Mises has said, causes and effects in economics are impossible to connect, so we do not know what effect Smoot-Hawley had on worsening the Depression. In economics, each case has elements of uniqueness. Economics is not physics, and experiments are impossible to conduct with enough control to consistently give us predictable results. We do not know at all what effects Smoot-Hawley, as compared with the collapsing world economy, had on trade. 

At the time of its enactment, exports were only about 5 percent of the economic output of the United States and still outweighed imports. (Even now, exports are a smaller part of output in the United States than in any other large developed nation.) To say that the act, which applied to a distinct minority of imports and which raised tariffs generally by only about six percentage points, caused the Depression is almost comical. It did no good, but compared with the titanic monetary policy disasters of the era, the effect of Smoot-Hawley was probably very small, or so most mainstream economists believe. 

However, a number of well-known people, especially my former colleagues at The Wall Street Journal editorial page, the late Robert Bartley (a genuinely great guy) and Jude Wanniski, began in the mid-1970s to popularize the notion that Smoot-Hawley and not monetary policy mistakes was the real cause of the Great Depression.

This popularization was a form of intellectual entrepreneurship, in which people carve out an appealing idea and then try to make capital of it. In this case, the argument actually has some usefulness in cautioning us against adopting protectionism on a large scale as a way out of our current economic troubles. That is, while it is a mistaken notion, it still has some beneficial effects. While the proponents of attributing large effects to Smoot-Hawley are not generally prominent in economics, they are well known and their views keep us on the straight and narrow about the virtues of free trade. (These, too, have been seriously questioned in recent years by economists as respected as Paul A. Samuelson, the Nobel Prize-winning professor emeritus at the Massachusetts Institute of Technology. The Adam Smith idea that free trade always benefits every nation that practices it is very much in question now.)

Anyway, that’s Smoot-Hawley, or Hawley-Smoot, my main economics lesson of this Sunday.

I would also respectfully like to make a personal observation about money. Lately it has come crushingly upon me that when I was a child, I was stupendously extravagant by the standards of the 1950s and 1960s. ( I still am.) What must my mother and father, who grew up in the Great Depression, who had to work for every dime, who had to live with economies I cannot imagine, have thought of my extravagance?

Yet, even when the United States was in recession, as it was repeatedly when I grew up, my father never complained about my spending (my mother did occasionally). My parents sent me to an expensive college without loans or a scholarship or a job. They bought me beautiful clothes and happily paid for my travel. But how they must have churned inside at my Aga Khan way of life. How must the parents of all of us of my generation have marveled at our hideous sense of entitlement. Or maybe it made them happy that they could afford it. I don’t know. I just know that my parents lived modestly and spent their declining years in comfort.

For my generation, I am not at all sure the story will be the same. 
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