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Summary of Key Points

2:  Definition: Protectionism refers to government policies that re-
strict international trade to protect domestic industries from for-
eign competition.

Global Trends: The rise of protectionism has been observed in var-
jous regions, including North America, Europe, and Asia, driven by
economic nationalism and geopoalitical tensions.

Negative Impacts: Protectionism can lead to higher consumer
prices, reduced economic growth, strained international relations,
and inefficiencies in domestic industries.

Regional Examples:

« North America: The U.S. has implemented tariffs on Chinese
goods and renegotiated trade agreements.

+ Europe: The EU has faced challenges with member states
adopting protectionist measures.

+ Asia: Countries like India and Indonesia have increased tariffs
to protect local industries.

Future Outlook: The continuation of protectionist policies may
lead to a fragmented global economy and increased tensions be-
tween nations, especially with the incoming Trump administration
threatening new tariffs in 2025,

INTRODUCTION

In recent years, the global landscape has witnessed a significant rise
in protectionism, characterized by government policies aimed at shield-
ing domestic industries from foreign competition. This trend has been
fueled by various factars, including economic nationalism, geopalitical
tensions, and the aftermath of the COVID-19 pandemic. As countries
grapple with the implications of these policies, it is essential to examine
the negative impacts of protectionism and explore examples from dif-
ferent regions around the world. Furthermore, with the incoming Trump
administration in 2025 threatening new tariffs, the global trade environ-
ment is poised for further disruption.

UNDERSTANDING PROTECTIONISM

Protectionism encompasses a range of policies designed to restrict in-
ternational trade, including tariffs, quotas, and subsidies. These mea-
sures aim to protect domestic industries from foreign competition,
often justified by the need to safeguard jobs and promote national
security. However, while protectionism may provide short-term benefits
to specific sectors, it often leads to broader economic inefficiencies and
negative consequences for consumers and the global economy.

THE GLOBAL TREND OF PROTECTIONISM

North America

In North America, the United States has been at the forefront of the
protectionist movement, particularly under the Trump administration
and continuing into 2024, The U.S. has implemented significant tariffs
on imports from Chinag, with the aim of addressing trade imbalances
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and protecting American jobs. For instance, tariffs on Chinese goods
have been reported to reach as high as 25%, impacting a wide range
of products, from electronics to agricultural goods (Holland & Knight,
2024). This approach has led to retaliatory measures from China, further
escalating trade tensions and disrupting global supply chains.

The renegotiation of trade agreements, such as the United States-Mex-
ico-Canada Agreement (USMCA), also reflects a protectionist stance.
The USMCA aimed to replace the North American Free Trade Agree-
ment (NAFTA) and included provisions that favored American workers
and industries, such as stricter labor standards and increased tariffs on
certain goods (FreightWaves, 2024). While proponents argue that these
measures protect domestic jobs, critics contend that they may lead to
higher prices for consumers and reduced competitiveness for U.S. busi-
nesses in the long run.

Europe

In Europe, protectionism has manifested in various forms, particularly as
member states grapple with the implications of globalization and eco-
nomic integration. The European Union (EU) has faced challenges from
member countries adopting unilateral protectionist measures, often in
response to domestic pressures. For example, Hungary and Poland have
implemented policies aimed at protecting local industries, which has
raised concerns about the integrity of the EU's single market (European
Commission, 2024).

Additionally, the EU has responded to external pressures by imposing
tariffs on imports from countries perceived as engaging in unfair trade
practices. The EU's tariffs on steel and aluminum imports from the U.S.
are a notable example, reflecting a broader trend of retaliatory mea-
sures that can escalate into trade wars (Holland & Knight, 2024). These
actions not only strain international relations but also create uncertain-
ty for businesses operating within the EU, potentially hindering invest-
ment and economic growth.

Asia

In Asia, countries such as India and Indonesia have adopted protection-
ist measures to shield their domestic industries from foreign compe-
tition. India, for instance, has increased tariffs on a range of imported
goods, including electronics and textiles, as part of its “Make in India"
initiative aimed at promoting local manufacturing (Seyfarth Shaw LLP,
2024). While these palicies may support domestic industries in the short
term, they can also lead to higher prices for consumers and reduced
access to foreign goods.

Indonesia has similarly implemented protectionist measures, includ-
ing import restrictions on certain agricultural products to support local
farmers. These policies have sparked tensions with trading partners
and raised concerns about food security and inflation (FreightWaves,
2024). As countries in Asia continue to adopt protectionist measures,
the potential for regional trade disputes and economic fragmentation
increases.

Latin America

In Latin America, protectionism has also gained traction, particularly
in countries like Brazil and Argentina. Both nations have implement-
ed tariffs and import restrictions to protect their agricultural sectors
from foreign competition. For example, Brazil has increased tariffs on
imported agricultural products, aiming to support local farmers and sta-
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bilize domestic prices (World Trade Organization, 2024). However, these
measures can lead to retaliatory actions from trading partners and may
hinder regional trade agreements, such as Mercosur.

Argentina has also adopted protectionist policies, including import quo-
tas and tariffs on various goods, which have been criticized for stifling
competition and innovation within the domestic market (FreightWaves,
2024). As these countries prioritize protectionist measures, the poten-
tial for economic isolation and reduced foreign investment grows, fur-
ther complicating their economic recovery efforts.

NEGATIVE IMPACTS OF PROTECTIONISM

Higher Consumer Prices

One of the most immediate consequences of protectionism is the in-
crease in consumer prices. Tariffs and import restrictions lead to higher
costs for imported goods, which are often passed on to consumers. For
example, the tariffs imposed by the U.S. on Chinese goods have result-
ed in higher prices for electronics, clothing, and household items, dis-
proportionately affecting low- and middle-income households (Freight-
Waves, 2024). This inflationary pressure can reduce consumer spending
and overall economic growth.

Reduced Economic Growth

Protectionist policies can stifle economic growth by limiting competition
and innovation. When domestic industries are shielded from foreign
competition, there is less incentive to improve efficiency and invest in
new technologies. This can lead to stagnation in productivity and a de-
cline in the overall competitiveness of the economy (Holland & Knight,
2024). Furthermore, protectionism can disrupt global supply chains,
leading to inefficiencies and increased costs for businesses that rely on
international trade.

Strained International Relations

The rise of protectionism has also strained international relations, as
countries engage in retaliatory measures that can escalate into trade
wars. The ongoing trade tensions between the U.S. and China serve as
a prime example, with both countries imposing tariffs on each other's
goods, leading to uncertainty and volatility in global markets (Seyfarth
Shaw LLP, 2024). Such tensions can hinder diplomatic relations and co-
operation on other critical issues, such as climate change and security.

Inefficiencies in Domestic Industries

Protectionism can create inefficiencies within domestic industries by
reducing competition. When companies are shielded from foreign com-
petitors, they may become complacent and less responsive to consumer
needs. This can result in lower-quality products and services, ultimately
harming consumers and the economy as a whole (European Commis-
sion, 2024). Additionally, industries that rely on imported inputs may
face higher costs, further exacerbating inefficiencies.

Long-Term Economic Fragmentation

As protectionist policies become more entrenched, the risk of long-term
economic fragmentation increases. Countries may become increasingly
isolated from global markets, leading to a decline in international trade
and investment, This fragmentation can hinder economic growth and
development, particularly in emerging markets that rely on access to
global supply chains (World Trade Organization, 2024). The potential for
a fragmented global economy raises concerns about the future of mul-
tilateral trade agreements and international cooperation.

LOOKING FORWARD: THE INCOMING TRUMP
ADMINISTRATION AND NEW TARIFFS

As the Trump administration prepares to take office in 2025, the poten-
tial for new tariffs looms large. Trump has indicated a willingness to im-
pose additional tariffs on imports from countries perceived as engaging
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in unfair trade practices, particularly China and Mexico (Holland & Knight,
2024). This approach is likely to exacerbate existing trade tensions and
could lead to further retaliatory measures from affected countries.

POTENTIAL SCENARIOS FOR 2025

1. Escalation of Trade Wars: If the Trump administration follows
through on its threats to impose new tariffs, it could trigger a se-
ries of retaliatory measures from trading partners, leading to a full-
blown trade war. This scenario would likely disrupt global supply
chains and increase costs for consumers and businesses alike.

2. Increased Domestic Production: In response to new tariffs, compa-
nies may shift their production strategies to focus more on domes-
tic manufacturing. While this could create jobs in the short term, it
may also lead to higher prices for consumers and reduced access
to a diverse range of products.

3. Strengthening of Regional Trade Agreements: As countries seek to
mitigate the impacts of U.S. protectionism, there may be a push to
strengthen regional trade agreements. For example, countries in
Asia may deepen their economic ties through agreements like the
Regional Comprehensive Economic Partnership (RCEP) to counter-
balance U.S. influence.

4. Global Economic Slowdown: The cumulative effects of rising pro-
tectionism could lead to a slowdown in global economic growth.
As trade barriers increase, international investment may decline,
further exacerbating economic challenges in many regions.

CONCLUSION

The rise of protectionism globally presents significant challenges and
risks for the international economy. While countries may adopt pro-
tectionist measures to safeguard domestic industries, the negative
impacts—such as higher consumer prices, reduced economic growth,
strained international relations, and inefficiencies—cannot be over-
looked. As nations navigate this complex landscape, it is crucial to con-
sider the long-term implications of protectionism and seek collaborative
solutions that promote free trade and economic cooperation. With the
incoming Trump administration threatening new tariffs in 2025, the
global trade environment is poised for further disruption, necessitating
careful consideration of the potential consequences.
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