
Introduction: Understanding the Great Depression and its global
impact

The Great Depression, which occurred between 1929 and the late 1930s, was one of the most devastating
economic crises in history. It originated in the United States but quickly spread to other parts of the world,
causing a severe decline in international trade and leading to widespread unemployment, poverty, and social
upheaval. This essay aims to explore the role of international trade and tariffs during this period.

The collapse of stock prices on Wall Street in October 1929 marked the beginning of an economic downturn
that would have far-reaching consequences globally. The interconnectedness of economies through
international trade meant that when one major economy faltered, it had a domino effect on others. As
countries began implementing protectionist measures such as high tariffs on imports to shield their domestic
industries from foreign competition, global trade suffered a significant blow.

As demand for goods decreased due to reduced consumer purchasing power worldwide, businesses faced
declining profits and were forced to lay off workers en masse. This further exacerbated unemployment rates
across nations and created a vicious cycle where falling incomes led to even less spending power. These
conditions set off a downward spiral that prolonged the duration and deepened the severity of the Great
Depression.

Understanding how international trade and tariffs played a role in exacerbating or mitigating factors
contributing to the Great Depression is crucial for comprehending its global impact. The interdependence
between economies made it impossible for any country to isolate itself from this crisis fully. In subsequent
paragraphs, we will delve into specific aspects such as protectionism policies implemented by nations during
this time period and their effects on global commerce.

The rise of protectionism: The implementation of tariffs during the
interwar period

Many nations, including the United States with its Smoot-Hawley Tariff Act of 1930, imposed steep tariffs
on imported goods in an attempt to protect domestic industries and preserve jobs for their own citizens.
While these protectionist policies were intended to boost local economies, they ultimately had adverse effects
on international trade. As other countries retaliated by imposing their own tariffs, global commerce suffered a
severe blow.

The rise of protectionism not only restricted imports but also led to reduced exports as trading partners
reciprocated with barriers of their own. This resulted in a sharp decline in cross-border transactions and
further deepened the economic crisis. The imposition of high tariffs disrupted established supply chains and
hindered access to vital resources and markets. It fostered an atmosphere of distrust among nations that
hindered cooperation needed for recovery efforts.
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The implementation of tariffs during the interwar period was emblematic of rising protectionism during the
Great Depression era. These measures aimed at safeguarding domestic industries ultimately contributed to
declining international trade levels and worsened economic conditions worldwide. The detrimental effects
caused by this escalation in protectionist policies highlight the interconnectedness between nations'
economies and emphasize the importance of avoiding such measures during times of economic hardship.

The Smoot-Hawley Tariff Act of 1930: Its role in exacerbating the
economic downturn

The Smoot-Hawley Tariff Act of 1930, passed by the United States Congress, was a landmark piece of
legislation that significantly increased tariffs on thousands of imported goods. While it aimed to protect
American industries and farmers from foreign competition, its implementation had devastating consequences
for both domestic and international economies. By raising tariffs on imported goods to historically high
levels, the act effectively reduced the volume of international trade and exacerbated the economic downturn.

One key impact of the Smoot-Hawley Tariff Act was retaliatory measures taken by other countries in
response. As trading partners faced higher barriers to exporting their goods into the United States, they
responded by imposing their own tariffs on American products. This escalation in protectionism led to a
significant decline in global trade as nations engaged in tit-for-tat policies that hindered cross-border
commerce.

This protectionist measure had a direct impact on employment levels within the United States. While it may
have initially protected certain industries from foreign competition, it also limited access to cheaper imports
and vital resources needed for production. Consequently, many businesses were unable to operate efficiently
or maintain profitability amidst rising costs. This resulted in widespread layoffs and further worsened
unemployment rates during an already severe economic crisis.

The Smoot-Hawley Tariff Act played a crucial role in exacerbating the Great Depression's economic
downturn through its adverse effects on international trade and employment levels within the United States.
The act not only triggered retaliation from other nations but also disrupted supply chains and raised costs for
businesses domestically. Its negative repercussions highlight how protectionist policies can have unintended
consequences that deepen economic hardships rather than alleviate them.
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