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The world economy is more globalized today than at any time in history. But the first era of
globalization under the Gold Standard reached heights of economic integration that were comparable.
The second half of the 19th cenfury was a time of trade liberalization in Europe. The repeal of Corn
Laws in Britain 1846 led to a Franco-British trade agreement in 1860, which in turn produced a series
of comumercial treaties among all major European countries. By 1880, the Gold Standard and free capital
mobility had effectively become the norm. And people were free to move, which they did in large
numbers from Europe to the New World. Just as today, improvements in transport and communication
technologies — the steamship, railroad, telegraph — greatly facilitated trade in goods, capital, and workers.

In each of these areas, a political backlash was not late in coming. In trade, the decline in world
agricultural prices in 1870s and 1880s produced pressure for resumption in import protection. With the
exception of Britain, all European countries raised agricultural tariffs towards the end of the 19th century
(Bairoch 1972). In some cases agricultural protectionism also spread to manufactures. Bismarck’s
Germany raised tariffs on both agricultural and manufactured products, as a result of the famous
marriage of “iron and rye,” an alliance between landowners and industrialists.

[mmigration limits also began to appear in the late 19th century. The United States Congress
passed in 1882 the infamous Chinese Exclusion Act that restricted Chinese immigration specifically.
Japanese immigration was restricted in 1907. And in the 1920s, the U.S. established annual quotas on
immigration for specific nationalities.

Perhaps most interesting from the current perspective is the backlash against the Gold Standard.
Serving as financial globalization anchor, the Gold Standard aroused farmers® ire because it was seen to
produce tight credit conditions and a deflationary effect on agricultural prices. History’s first self-
consciously populist movement developed in the U.S. during the 1880s in opposition to the Gold
Standard. The movement had its origins in the farmer’s alliances in the Southern and the Western parts
of the country. These farmers complained of low grains prices, high freight rates, and expensive credit.
Together with workers’ groups and Western miners, they militated against Northeastern bankers and
financiers, whom they viewed as the beneficiaries of the Gold Standard and responsible for their
hardship. To enable an expansion of the money supply and reduction in interest rates, they pushed for a
return to bimetallism — allowing the monetization of silver. In a speech at the Democratic national
convention of 1896, the populist firebrand William Jennings Bryan uttered the famous words “You shall
not crucify mankind upon a cross of gold.”

Bryan and the U.S. populists would be eventually defeated. But the tug-of-war between the

financial and cosmopolitan interests that upheld the Gold Standard and the nationalists and economic
groups who often bore the brunt of what today we would call austerity policies would intensify over
time. The conflict would come to a head in Europe during the interwar period. A return to the Gold
Standard and open trade policies were to prove unsustainable under the weight of economic crisis and
political turmoil at home. As Jeffry Frieden (2006) summarizes it, the reaction to mainstream politics -
then took two forms. Communists chose social reform over the international economy, while fascists
and Nazis chose national reassertion. Both paths took a sharp turn away from globalization.
This capsule history raises a number of questions. Why does globalization, in its many forms, cause
political conflict? How does the intensity of the conflict vary over time, depending on the stage of
globalization, state of the business cycle, and other factors? In view of the contentious history of the
first era of globalization, what enabled the later flowering after the Second World War? And how similar
(or dissimilar) is the current populist backlash?



H#1 : Dani Rodrik, “POPULISM AND THE ECONOMICS OF GLOBALIZATION” ch.2, NBER
Working Paper No. 23559 June 2017, Revised July 2017, pp.3-4 J2 V) $hfy
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