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ABSTRACT

The question of protectionismand tariffsin
international commerceishotly contested and has
abigimpact on economiesall over theworld. One
kind of trade restriction that nations implement is
a tariff, which raisesthe relative cost of imported
goodsrelative to those made domestically. Usually,
importersare subject to tariffsin theform of taxes
or levies, which are then transferred to final
customers. They are frequently employed as a
protectionist tactic in global commerce to benefit
home manufacturersand increase profits. Through
greater competition, international commerce
lowers the cost of domestic goods, expands the
selection of itemsavail ableto domestic customers,
and enables domestic companies to export their
goods. It has been suggested that free trade isn’t
advantageous to all parties, even if all of these
consequences appear to be positive. Throughout
history, Governments have employed
protectionism and tariffs to shield domestic
industriesfromforeign competition and safeguard
national security, encourage economic growth, and
protect domestic industries. Their effects on the
dynamicsof international commerce and consumer
welfare, however, are still closely monitored.
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INTRODUCTION

Internationa commercehasgrown significantly
sincethe 1950s, especially in Western nations. The
reduction of tradebarrierswas oneof thefactorsthat
enabled thisexpansion. The Genera Agreement on
Tariffs and Trade (GATT), which was signed in
October 1947, marked the beginning of thisprocess.
The Kennedy (1964-1967), Tokyo (1973-1979),
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and Dillon (1960-1961) Rounds all saw successive rounds of trade liberalization. However, with the 1973 oil
crissandtheensuing global recession, theoverdl trend towardtradeliberdization waslargdy reversed. Asa
result, severa non-tariff obstacleswereimposed, leading to what istoday referred to asnew protectionism
(Salvatore, 1993). World trade’s growth rate dropped to 5% in the second half of the 1970s and then to 3%
inthefirst haf of the 1980s. Over the preceding two and ahalf decades, the average growth ratewas a most
8%. Tradeflowswere obvioudy constrained by protectionism and 9 ow economic devel opment in devel oped
nations. The Uruguay Round (1986-1994), which led to the creation of the World Trade Organization (WTO)
inJanuary 1995, reversed thistendency. Thelargest changetointernational commercesincetheconclusion of
World War Il was brought about by the establishment of theWTO. Tradein productswasthe primary focus
of the GATT, but tradein servicesand intellectua property arealso covered by theWTO and itsagreements.

The Uruguay Roundyielded someinitia benefits despiteits protracted and problematic devel opment.
TheMontreal summitin December 1988 resulted in apackage of reductionsinimport taxesfor tropical
goods. Additionally, they updated the dispute resol ution procedures and created the Trade Policy Review
Mechanism (TPRM), which dlowed for thefirst thorough, organized, and frequent eval uationsof the nationa
trade policiesand practicesof GATT members. Global trade rulesbecome more openin such an environment.

Both producersand consumers benefited from themore stable and predi ctabl eeconomic climate brought
about by theemergence of multilateral trade networks. While stability and predictability created business
opportunitiesthat encouraged producersto invest and create new jobs, consumers began to enjoy agreater
variety of productsat lower prices, particul arly those goods and servicesthat make up alarge portion of the
consumption of lower-income households (IMF, 2019). The 1980s saw adramatic declineintariffs, initialy
in devel oped nationsand subsequently inrising and devel oping nations. Theformer reduced their average
ratesfrom 10% to 4%, whilethelatter reduced theirsfrom 31%in 1980 to 9%in 2015. Between the second
half of the 1980s and the Globa Financia Crisis (GFC) in 2008, global commerceincreased at arate of
amost 7% annually. Regretfully, the Great commerce Collapse (GTC) wasd so brought on by the GFC; from
thethird quarter of 2008 to the second quarter of 2009, global commerce experienced asharp, coordinated
decline (Baldwin, 2009). Thefall wasthe deepest sinceWorld War |1 and the steepest in recorded history.
Thetrade downturn wasfar steeper and just as big asthe Great Depression. It took 24 monthsfor global
tradeto declineasmuch asit did in the nine months after November 2008 during the Great Depression.
Followingthe GTC, international commercerecovered, although at avery dow rate of 3% or less. Scholars
from all over the world took notice of this “trade slowdown” and attempted to offer tenable reasons for the
“new normal” (Hoekman, 2015). It has been suggested that cyclical and structural causes account for this
concerning decline.1 Weak global demand, shiftsinits composition, and amovetoward economieswith
lower tradeintensity and lesstrade-intensive componentsare dl considered cyclical variables.

Effect of Tariff & Protection

1. Froman Economic Sandpoint: Tariffsand protectionism may have both beneficia and detrimental
impacts on theeconomy. Proponents contend that by leveling the playing field and enabling domestic
indugtriesto devel op andinnovate, tariffsshie d them from unfair competition. Governmentscanincrease
the price competitiveness of domestically produced items by enacting tariffson imported commodities.
Inthe protected industry, thismay result in more job openingsand economic expansion. By lowering
competition from cheaper imported stedl, the United States, for exampl e, attemptedtorevitalizeits
faltering stedl sector in 2018 by imposingtariffson imports.

2. Risksof aTradeWar: Criticscounter that protectionist policiesfrequently lead to trade wars that
undermineinternational trade flowsand economic stability becausethey provokeretaliatory moves
from other nations. Tit-for-tat tariff increases by nations havethe potentia to upset supply networks,
raise expensesfor companies, and eventually rai se pricesfor consumers. One of the best examplesof
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how protectionist policiesmay turninto full-fledged tradewarswith far-reaching effectsisthe current
tradetens ons between the US and China.

3. Impact on Consumers. Tariffsoftenresult in higher pricing for imported productsfrom the standpoint
of the consumer. Consumersare the oneswho suffer the most from these extraexpenseswhen tariffs
areappliedto goodsthat aredifficult to replace or havefew local substitutes. For example, consumers
may haveto pay much morefor imported deviceslikelaptopsand smartphonesif anation levieshefty
taxeson them, which would lower their purchasing power and genera well-being.

4. Worldwide Supply Chains. Global supply networks, which have grown moreintertwined inthe
current globalized economy, are a so disrupted by tariffsand protectionism. Tariffson one component
can haverepercuss onsfor thewhol e supply chain asmany goodsare made with partsthat areimported
from other nations. For companies involved in these supply chains, this may result in lower
competitiveness, higher expenses, and production delays.

5. Agpectsof National Security: Tariffsand protectionism may occasionally bewarranted onthebasis
of national security. Governmentscontend that

Impact of Protectionism on International Trade

Theimpact of protectionism oninternationd commerceisoneof itsprimary consequences. Theexchange
of productsand services acrossinternational bordersisknown asglobal commerce. It enablesnationsto
accessawider market, focuson their strongest areas, and take advantage of economiesof scale. However,
by erecting obstaclesand causing distortionsthat |ower the productivity and well-being of trading partners,
protectionism may impede and skew internationa commerce.

Thefollowing are somewaysthat protectionismimpactsinternationa trade:

1. ItLowers Trade’s Volume and Variety. Protectionism lowersthe demand for foreign products and
services by raising the cost of importsor limiting their availability. Thisreducestheoverall volume of
international commerce and restrictstherange of goods availableto customers. For instance, China
will be ableto acquirefewer other commoditiesfrom the USusingthemoney it receivesfromthesae
of sted and sell lesssted to the USif the US places significant tariffs on Chinese stedl imports. Both
nations’” economy will suffer as a result, and overall commerce between them will decline.

2. ItleadstoRetaliation and TradeWars: Protectionism may set off avicious cycle of reciprocal
activities, inwhichtraderestrictionsin onenation lead to retaliatory stepsin another, and so on. Trade
and collaboration may break down asaresult of thisturninginto atradewar inwhich both partiesplace
progressively greater tariffs or quotas on one another’s goods. For instance, on the grounds that Australia
was dumping winebe ow itscost of production, Indialevied a20% duty onAustralian wineimportsin
2023. Australiaaccused Indiaof supportingitssugar sector and responded by levying a25% tax on
Indian sugar imports. Asaresult, exportersin both nationslost accessto marketsand income, while
consumersin both countriespaid more.

3. It Skews Resource Allocation and Compar ative Advantage: The concept of comparative
advantage, which holdsthat nations should import goods they are comparatively less efficient at
manufacturing and export goods they arerelatively more efficient at generating, is hampered by
protectionism. Inthismanner, nations may usetheir resources asefficiently aspossibletoincreasetheir
productivity and income. Neverthel ess, regardless of their comparative advantage, protectionism
producesartificid incentivesor disncentivesfor loca producersto manufacture certaingoodsor services.
Asaresult, resourcesare misalocated, and potential productivity and welfarearelost. For instance,
evenif Brazil hasacompetitive advantagein producing other cropsor goods, it would encouragemore
land and I abor to be utilized for ethanol productionif it subsidizesits ethanol sector to shieldit from
global competition. Brazil’s overall income and productivity will decline asa result.
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Protectionism and I nternational Commerce

For many years, oneof themost hotly contested issuesininternational commerce hasbeen protectionism.
It dludesto theeconomic strategy of limiting international commerceusing quotas, tariffs, and other restrictions.
Protectionism’s supporters contend that it is essential to protect home grown businesses and employment,
while its detractors contend that it raises consumer costs and slows economic expansion. Protectionism’s
effectson international commerce are complicated issuesthat need for asophisticated comprehension of the
many variablesat play. Hereare someimportant thingsto think about:

1. Tradedisputesbetween nationsmay riseasaresult of protectionism. Other nations may respond with
their own actionswhen oneimplementstariffsor other traderedtrictions. Globa commerceand economic
growth may eventudly suffer asaresult of thiscascadingimpact. For instance, higher taxeson avariety
of itemshaveresulted from the continuing trade war between the US and China, which has affected
internationa markets.

2. Devdoping nationsmay suffer from protectionism. Exportsarefrequently themainengineof devel oping
nations’ economy, and protectionist policies can hinder their ability to compete in international markets.
For instance, farmersin underdevel oped nations may find it challenging to sell their productsat a
competitive pricedueto agricultura subsidiesinwedlthier nations.

3. Consumersmay pay more asaresult of protectionism. The price of imported itemsincreaseswhen
traderestrictionssuch astariffsareimplemented. Customersmay haveto pay extrafor itemsthat they
previoudy bought at areduced priceasaresult of this. For instance, sted itemscreated using imported
sted will probably cost moreif anationleviesatax onit.

4. Economicinefficienciesmay result from protectionism. Traderestrictionsmay result inlesseffective
resource allocation. For instance, domestic automakerswould not need to innovate asmuch to be
competitiveif anation leviesalevy onforeign vehicles. Thismight eventually hurt theeconomy asa
wholeby resulting inless effective production methods.

Protectionism’s effect on international commerce is a complicated matter that necessitates carefully
weighing dl relevant variables. Although protecti onist measures can seem good in the near run, they might
eventually hurt consumers, economic growth, and international commerce. Itiscritical that policymakers

adopt along-term perspectiveand think about how their decisionscoul d affect both domesticand internationd
markets.

Reasons for Tariff Wars
Energy and Biomass

One promising renewabl e energy sourcethat can lessen greenhouse gas emissionsand slow down
climate change is biomass energy. It entails turning organic materials—such as wood pellets, agricultural
waste, and crops grown specifically for energy—into biofuels, heat, or electricity. However, in terms of
market competitivenessand economic sustainability, biomassenergy hasencountered severd obstaclesdespite
itspromise. Feed-intariffs (Fi Ts) have drawninterest recently asaregul atory tool to encouragethe growth of
biomass energy plantsand get beyond these obstacles.

1. FiTs AnAccderator for theGrowth of BiomassEnergy: A legidativemeasureknown asfeed-in
tariffsensuresrenewabl e energy providersaset rate of payment for apredetermined amount of time.
Thissystem lowersinvestment risksrel ated to biomass energy projectsand offerslong-term pricing
stability. Governments can entice private investorsto finance and construct biomass power plantsor
biogasfacilitiesby providing competitive F T rates. Thisfunding aidsin bridging the gap between
biomass systems’ high upfront costs and their sustained profitability.

2. PromotingtheDevelopment of Biomass Proj ects. The capacity of FiTsto promotethe expansion
of small-scalebiomassinitiativesisoneof their main advantages. At thelocal level, smaller biomass
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ingtallationsareeas er to congtruct than large-sca erenewabl eenergy projects, which can need significant
capital commitments. Anaerobic digestion systems, for example, may beinstalled onfarmsto turn
agricultural wasteinto biogasfor the production of power. FiTs guarantee asteady revenue stream
over along period of time, making these small-scal einitiativesfinancidly feasible.

Encouraging the Sustainable Use of Biomass: Additionally, FiTs may be very important in
encouraging sustainablemethods of using biomass. Governmentscan creste H T programsthat promote
theuseof cutting-edgetechnology for effective conversion processesor givepriority to theuseof low-
carbon feedstocks. A Fi T program may, for instance, provide higher tariff ratesfor biomass power
plantsthat usefeedstocks obtained responsibly, such energy crops cultivated on margina landsor
forest wastes. Thisstrategy promotesthedevel opment of cutting-edgetechnol ogiesthat optimizeenergy
production and reduceemissionsin addition to providingincentivesfor theuseof ecologicaly acceptable
biomass sources.

Promoting Regional Economic Growth: FiTscanaidinloca economic development by promoting

the expansion of biomass energy installations.Feed-in Tariffs” Contribution to Biomass Energy
Revitdization: An Update on Biomass Energy Revitaization

Sustainable Ener gy

AsGovernmentsthroughout theworld seek tolessen their carbon footprint and advance sustainable

development, renewabl e energy objectives havegrown in popul arity in recent years. Feed-intariffs(FITs) are
one successful policy instrument that hasbeen utilized to encouragethe expansion of renewableenergy. By
offeringfinancid incentivesto electricity companieswho create renewable energy, FITsareamechanismthat
promotesthe growth of renewable energy projects. Thissectionwill discussthe benefitsand drawbacks of
FITsaswell astheir rolein promoting renewable energy goals.

1.

Benefitsof FI Ts. Oneof the primary benefitsof FITsisthat they lower thefinancia risk involvedin
investing in renewabl e energy projects by offering producers of renewable energy afixed price. This
pricing stability encouragesthe growth of renewabl e energy projectsand drawsininvestment, both of
which contributeto the achievement of renewable energy objectives. Additionaly, FITsgiveproducers
of renewableenergy asteady stream of incomethat can somewhat offset theincreased expenses of
producing renewableenergy.

Thedrawbacksof FI Ts: Because FITsneed substantia financid resourcesto support theincentives,
one of their primary drawbacksisthat they can be costly for Governmentsto execute. Becausethe
expense of theincentivesisfrequently passed onto customersin theform of increased power bills,
FITscan also result in higher energy pricesfor them. Furthermore, FITshavethe potential to disrupt
the market by causing an excess of renewable energy in some areas, which might lower pricesand
result insurpluscapacity.

FIT Substitutes. Governments may encouragethe expansi on of renewable energy through avariety
of different policy measures, including as net metering, renewabl e portfolio requirements, and tax
incentives. Whilerenewabl e portfolio standards mandatethat utilities produce aspecific proportion of
their power from renewable sources, tax creditsoffer financial incentivesto producersof renewable
energy intheform of tax discounts. Customers may producetheir own renewable energy and sell any
extrato thegrid thanksto net metering. The optimal choicewill rely onthe uniqueconditionsof each
nation, aseach of thesetechniqueshasprosand consof itsown.

All thingsconsidered, feed-in tariffshave been crucial infostering the expansion of renewableenergy

sourcesand ass ing nationsin reeching their renewabl eenergy god's. Evenwhile FITshaveseverd drawbacks,
suchtheir expenseand market distortions, they are nonethel essauseful instrument for policymakerslooking
todraw in capital and encourage the growth of renewable energy projects. It will becrucid to evaluatea
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variety of policy choices and select the ones that are most appropriate for each nation’s unique situation as it
continuestowork toward itsrenewabl e energy objectives.

The Function of Trade Barriers and Tariffs
Tradeand Tariffs

According to the article “Business and Economics, The Impact of Global Trade Policies on Business
and Economics,” trade barriers and tariffs have a big influence on how international commerce works:

1. Taiffsarelevied asleviesonimported productswith theintention of regulating trade and safeguarding
homeindustry. They may be ad va orem (based on value) or specified (based on amount). Tariffscan
be advantageous or disadvantageous. On the one hand, they can support loca manufacturing andjobs
by protecting home industries from outside competition. However, they can also restrict exporters’
accessto overseas marketsand rai se costsfor consumers.

2. TradeBarriers: Tradebarriersincludearangeof policiesthat limit the movement of productsand
servicesacross national boundaries. Quotas, licensing restrictions, technica standards, and subsidies
areafew examples. Traderestrictionsarefrequently put in placeto protect homegrown businesses,
guarantee product safety, or handleissuesrelated to national security. They may, however, restrict
competition, obstruct market access, and inhibit economic expansion.

3. Effect on Businesses. Companieswho operateininternationa marketsare significantly impacted by
tariffsand traderestrictions. They may havean impact on pricing policies, supply networks, and market
competitiveness. For example, companiesthat depend onimported raw materia smay seean increase
inmanufacturing costsasaresult of higher tariffs. Additionally, trade obstacles can distort the market
by giving preference to domesti ¢ businesses and reducing chancesfor internationa ones.

4. Global Views: Different nations handl e tariffs and trade obstaclesin different ways. While some
countriessupport freetradeto foster economicintegration and internationd collaboration, othersprioritize
protectionismto safeguard their ownindugtries. Thepoliciesof internationd tradeorganizations, bilaterd
agreements, and trade discussions areinfluenced by these varied viewpoints.

Examples. Takethe car sector asan exampleto show the effects of tariffsand trade barriers. Import
taxeson automobilesmight encourageinternationa manufacturersto set uploca productionfacilities, increasing
employment in the country. Thesetariffs, however, may also result in increased costsfor customersand
restrict accesstoforeign auto models.

CONCLUSION

In Summary, tradebarriersand tariffs play acomplicated and multidimensiona functionininternationa
commerce. They may affect economiesand enterprisesin both good and bad ways. Anayzing their effectson
thedynamicsof international commercerequiresan awarenessof ther subtletiesand acons deration of many
viewpoints.
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