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ABSTRACT
The question of protectionism and tariffs in

international commerce is hotly contested and has
a big impact on economies all over the world. One
kind of trade restriction that nations implement is
a tariff, which raises the relative cost of imported
goods relative to those made domestically. Usually,
importers are subject to tariffs in the form 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 manufacturers and increase profits. Through
greater competition, international commerce
lowers the cost of domestic goods, expands the
selection of items available to 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
industries from foreign competition and safeguard
national security, encourage economic growth, and
protect domestic industries. Their effects on the
dynamics of international commerce and consumer
welfare, however, are still closely monitored.
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INTRODUCTION
International commerce has grown significantly

since the 1950s, especially in Western nations. The
reduction of trade barriers was one of the factors that
enabled this expansion. The General Agreement on
Tariffs and Trade (GATT), which was signed in
October 1947, marked the beginning of this process.
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
crisis and the ensuing global recession, the overall trend toward trade liberalization was largely reversed. As a
result, several non-tariff obstacles were imposed, leading to what is today referred to as new protectionism
(Salvatore, 1993). World trade’s growth rate dropped to 5% in the second half of the 1970s and then to 3%
in the first half of the 1980s. Over the preceding two and a half decades, the average growth rate was almost
8%. Trade flows were obviously constrained by protectionism and slow economic development in developed
nations. The Uruguay Round (1986–1994), which led to the creation of the World Trade Organization (WTO)
in January 1995, reversed this tendency. The largest change to international commerce since the conclusion of
World War II was brought about by the establishment of the WTO. Trade in products was the primary focus
of the GATT, but trade in services and intellectual property are also covered by the WTO and its agreements.

The Uruguay Round yielded some initial benefits despite its protracted and problematic development.
The Montreal summit in December 1988 resulted in a package of reductions in import taxes for tropical
goods. Additionally, they updated the dispute resolution procedures and created the Trade Policy Review
Mechanism (TPRM), which allowed for the first thorough, organized, and frequent evaluations of the national
trade policies and practices of GATT members. Global trade rules become more open in such an environment.

Both producers and consumers benefited from the more stable and predictable economic climate brought
about by the emergence of multilateral trade networks. While stability and predictability created business
opportunities that encouraged producers to invest and create new jobs, consumers began to enjoy a greater
variety of products at lower prices, particularly those goods and services that make up a large portion of the
consumption of lower-income households (IMF, 2019). The 1980s saw a dramatic decline in tariffs, initially
in developed nations and subsequently in rising and developing nations. The former reduced their average
rates from 10% to 4%, while the latter reduced theirs from 31% in 1980 to 9% in 2015. Between the second
half of the 1980s and the Global Financial Crisis (GFC) in 2008, global commerce increased at a rate of
almost 7% annually. Regretfully, the Great commerce Collapse (GTC) was also brought on by the GFC; from
the third quarter of 2008 to the second quarter of 2009, global commerce experienced a sharp, coordinated
decline (Baldwin, 2009). The fall was the deepest since World War II and the steepest in recorded history.
The trade downturn was far steeper and just as big as the Great Depression. It took 24 months for global
trade to decline as much as it did in the nine months after November 2008 during the Great Depression.
Following the GTC, international commerce recovered, although at a very slow 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, shifts in its composition, and a move toward economies with
lower trade intensity and less trade-intensive components are all considered cyclical variables.

Effect of Tariff & Protection
1. From an Economic Standpoint: Tariffs and protectionism may have both beneficial and detrimental

impacts on the economy. Proponents contend that by leveling the playing field and enabling domestic
industries to develop and innovate, tariffs shield them from unfair competition. Governments can increase
the price competitiveness of domestically produced items by enacting tariffs on imported commodities.
In the protected industry, this may result in more job openings and economic expansion. By lowering
competition from cheaper imported steel, the United States, for example, attempted to revitalize its
faltering steel sector in 2018 by imposing tariffs on imports.

2. Risks of a Trade War: Critics counter that protectionist policies frequently lead to trade wars that
undermine international trade flows and economic stability because they provoke retaliatory moves
from other nations. Tit-for-tat tariff increases by nations have the potential to upset supply networks,
raise expenses for companies, and eventually raise prices for consumers. One of the best examples of
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how protectionist policies may turn into full-fledged trade wars with far-reaching effects is the current
trade tensions between the US and China.

3. Impact on Consumers: Tariffs often result in higher pricing for imported products from the standpoint
of the consumer. Consumers are the ones who suffer the most from these extra expenses when tariffs
are applied to goods that are difficult to replace or have few local substitutes. For example, consumers
may have to pay much more for imported devices like laptops and smartphones if a nation levies hefty
taxes on them, which would lower their purchasing power and general well-being.

4. Worldwide Supply Chains: Global supply networks, which have grown more intertwined in the
current globalized economy, are also disrupted by tariffs and protectionism. Tariffs on one component
can have repercussions for the whole supply chain as many goods are made with parts that are imported
from other nations. For companies involved in these supply chains, this may result in lower
competitiveness, higher expenses, and production delays.

5. Aspects of National Security: Tariffs and protectionism may occasionally be warranted on the basis
of national security. Governments contend that

Impact of Protectionism on International Trade
The impact of protectionism on international commerce is one of its primary consequences. The exchange

of products and services across international borders is known as global commerce. It enables nations to
access a wider market, focus on their strongest areas, and take advantage of economies of scale. However,
by erecting obstacles and causing distortions that lower the productivity and well-being of trading partners,
protectionism may impede and skew international commerce.

The following are some ways that protectionism impacts international trade:

1. It Lowers Trade’s Volume and Variety. Protectionism lowers the demand for foreign products and
services by raising the cost of imports or limiting their availability. This reduces the overall volume of
international commerce and restricts the range of goods available to customers. For instance, China
will be able to acquire fewer other commodities from the US using the money it receives from the sale
of steel and sell less steel to the US if the US places significant tariffs on Chinese steel imports. Both
nations’ economy will suffer as a result, and overall commerce between them will decline.

2. It leads to Retaliation and Trade Wars: Protectionism may set off a vicious cycle of reciprocal
activities, in which trade restrictions in one nation lead to retaliatory steps in another, and so on. Trade
and collaboration may break down as a result of this turning into a trade war in which both parties place
progressively greater tariffs or quotas on one another’s goods. For instance, on the grounds that Australia
was dumping wine below its cost of production, India levied a 20% duty on Australian wine imports in
2023. Australia accused India of supporting its sugar sector and responded by levying a 25% tax on
Indian sugar imports. As a result, exporters in both nations lost access to markets and income, while
consumers in both countries paid more.

3. It Skews Resource Allocation and Comparative Advantage: The concept of comparative
advantage, which holds that nations should import goods they are comparatively less efficient at
manufacturing and export goods they are relatively more efficient at generating, is hampered by
protectionism. In this manner, nations may use their resources as efficiently as possible to increase their
productivity and income. Nevertheless, regardless of their comparative advantage, protectionism
produces artificial incentives or disincentives for local producers to manufacture certain goods or services.
As a result, resources are misallocated, and potential productivity and welfare are lost. For instance,
even if Brazil has a competitive advantage in producing other crops or goods, it would encourage more
land and labor to be utilized for ethanol production if it subsidizes its ethanol sector to shield it from
global competition. Brazil’s overall income and productivity will decline as a result.
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Protectionism and International Commerce
For many years, one of the most hotly contested issues in international commerce has been protectionism.

It alludes to the economic strategy of limiting international commerce using 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
effects on international commerce are complicated issues that need for a sophisticated comprehension of the
many variables at play. Here are some important things to think about:

1. Trade disputes between nations may rise as a result of protectionism. Other nations may respond with
their own actions when one implements tariffs or other trade restrictions. Global commerce and economic
growth may eventually suffer as a result of this cascading impact. For instance, higher taxes on a variety
of items have resulted from the continuing trade war between the US and China, which has affected
international markets.

2. Developing nations may suffer from protectionism. Exports are frequently the main engine of developing
nations’ economy, and protectionist policies can hinder their ability to compete in international markets.
For instance, farmers in underdeveloped nations may find it challenging to sell their products at a
competitive price due to agricultural subsidies in wealthier nations.

3. Consumers may pay more as a result of protectionism. The price of imported items increases when
trade restrictions such as tariffs are implemented. Customers may have to pay extra for items that they
previously bought at a reduced price as a result of this. For instance, steel items created using imported
steel will probably cost more if a nation levies a tax on it.

4. Economic inefficiencies may result from protectionism. Trade restrictions may result in less effective
resource allocation. For instance, domestic automakers would not need to innovate as much to be
competitive if a nation levies a levy on foreign vehicles. This might eventually hurt the economy as a
whole by resulting in less effective production methods.

Protectionism’s effect on international commerce is a complicated matter that necessitates carefully
weighing all relevant variables. Although protectionist measures can seem good in the near run, they might
eventually hurt consumers, economic growth, and international commerce. It is critical that policymakers
adopt a long-term perspective and think about how their decisions could affect both domestic and international
markets.

Reasons for Tariff Wars
Energy and Biomass

One promising renewable energy source that can lessen greenhouse gas emissions and 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 competitiveness and economic sustainability, biomass energy has encountered several obstacles despite
its promise. Feed-in tariffs (FiTs) have drawn interest recently as a regulatory tool to encourage the growth of
biomass energy plants and get beyond these obstacles.

1. FiTs: An Accelerator for the Growth of Biomass Energy: A legislative measure known as feed-in
tariffs ensures renewable energy providers a set rate of payment for a predetermined amount of time.
This system lowers investment risks related to biomass energy projects and offers long-term pricing
stability. Governments can entice private investors to finance and construct biomass power plants or
biogas facilities by providing competitive FiT rates. This funding aids in bridging the gap between
biomass systems’ high upfront costs and their sustained profitability.

2. Promoting the Development of Biomass Projects: The capacity of FiTs to promote the expansion
of small-scale biomass initiatives is one of their main advantages. At the local level, smaller biomass
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installations are easier to construct than large-scale renewable energy projects, which can need significant
capital commitments. Anaerobic digestion systems, for example, may be installed on farms to turn
agricultural waste into biogas for the production of power. FiTs guarantee a steady revenue stream
over a long period of time, making these small-scale initiatives financially feasible.

3. Encouraging the Sustainable Use of Biomass: Additionally, FiTs may be very important in
encouraging sustainable methods of using biomass. Governments can create FiT programs that promote
the use of cutting-edge technology for effective conversion processes or give priority to the use of low-
carbon feedstocks. A FiT program may, for instance, provide higher tariff rates for biomass power
plants that use feedstocks obtained responsibly, such energy crops cultivated on marginal lands or
forest wastes. This strategy promotes the development of cutting-edge technologies that optimize energy
production and reduce emissions in addition to providing incentives for the use of ecologically acceptable
biomass sources.

4. Promoting Regional Economic Growth: FiTs can aid in local economic development by promoting
the expansion of biomass energy installations.Feed-in Tariffs’ Contribution to Biomass Energy
Revitalization: An Update on Biomass Energy Revitalization

Sustainable Energy
As Governments throughout the world seek to lessen their carbon footprint and advance sustainable

development, renewable energy objectives have grown in popularity in recent years. Feed-in tariffs (FITs) are
one successful policy instrument that has been utilized to encourage the expansion of renewable energy. By
offering financial incentives to electricity companies who create renewable energy, FITs are a mechanism that
promotes the growth of renewable energy projects. This section will discuss the benefits and drawbacks of
FITs as well as their role in promoting renewable energy goals.

1. Benefits of FITs: One of the primary benefits of FITs is that they lower the financial risk involved in
investing in renewable energy projects by offering producers of renewable energy a fixed price. This
pricing stability encourages the growth of renewable energy projects and draws in investment, both of
which contribute to the achievement of renewable energy objectives. Additionally, FITs give producers
of renewable energy a steady stream of income that can somewhat offset the increased expenses of
producing renewable energy.

2. The drawbacks of FITs: Because FITs need substantial financial resources to support the incentives,
one of their primary drawbacks is that they can be costly for Governments to execute. Because the
expense of the incentives is frequently passed on to customers in the form of increased power bills,
FITs can also result in higher energy prices for them. Furthermore, FITs have the potential to disrupt
the market by causing an excess of renewable energy in some areas, which might lower prices and
result in surplus capacity.

3. FIT Substitutes: Governments may encourage the expansion of renewable energy through a variety
of different policy measures, including as net metering, renewable portfolio requirements, and tax
incentives. While renewable portfolio standards mandate that utilities produce a specific proportion of
their power from renewable sources, tax credits offer financial incentives to producers of renewable
energy in the form of tax discounts. Customers may produce their own renewable energy and sell any
extra to the grid thanks to net metering. The optimal choice will rely on the unique conditions of each
nation, as each of these techniques has pros and cons of its own.

All things considered, feed-in tariffs have been crucial in fostering the expansion of renewable energy
sources and assisting nations in reaching their renewable energy goals. Even while FITs have several drawbacks,
such their expense and market distortions, they are nonetheless a useful instrument for policymakers looking
to draw in capital and encourage the growth of renewable energy projects. It will be crucial to evaluate a
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variety of policy choices and select the ones that are most appropriate for each nation’s unique situation as it
continues to work toward its renewable energy objectives.

The Function of Trade Barriers and Tariffs
Trade and 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. Tariffs are levied as levies on imported products with the intention of regulating trade and safeguarding
home industry. They may be ad valorem (based on value) or specified (based on amount). Tariffs can
be advantageous or disadvantageous. On the one hand, they can support local manufacturing and jobs
by protecting home industries from outside competition. However, they can also restrict exporters’
access to overseas markets and raise costs for consumers.

2. Trade Barriers: Trade barriers include a range of policies that limit the movement of products and
services across national boundaries. Quotas, licensing restrictions, technical standards, and subsidies
are a few examples. Trade restrictions are frequently put in place to protect homegrown businesses,
guarantee product safety, or handle issues related to national security. They may, however, restrict
competition, obstruct market access, and inhibit economic expansion.

3. Effect on Businesses: Companies who operate in international markets are significantly impacted by
tariffs and trade restrictions. They may have an impact on pricing policies, supply networks, and market
competitiveness. For example, companies that depend on imported raw materials may see an increase
in manufacturing costs as a result of higher tariffs. Additionally, trade obstacles can distort the market
by giving preference to domestic businesses and reducing chances for international ones.

4. Global Views: Different nations handle tariffs and trade obstacles in different ways. While some
countries support free trade to foster economic integration and international collaboration, others prioritize
protectionism to safeguard their own industries. The policies of international trade organizations, bilateral
agreements, and trade discussions are influenced by these varied viewpoints.

Examples: Take the car sector as an example to show the effects of tariffs and trade barriers. Import
taxes on automobiles might encourage international manufacturers to set up local production facilities, increasing
employment in the country. These tariffs, however, may also result in increased costs for customers and
restrict access to foreign auto models.

CONCLUSION
In Summary, trade barriers and tariffs play a complicated and multidimensional function in international

commerce. They may affect economies and enterprises in both good and bad ways. Analyzing their effects on
the dynamics of international commerce requires an awareness of their subtleties and a consideration of many
viewpoints.
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