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Abstract

In the context of global economic integration, tariff policies are commonly regarded as relics of
the protectionist past, particularly inadequate for advanced economies. Nevertheless, the recent
adoption of broad tariff measures by the United States under the Trump administration reignited
debates about the strategic use of tariffs in open markets. This opinion article critically examines
the economic and geopolitical implications of tariff imposition in a mature economy. Drawing on
empirical studies and trade policy analyses, the paper identifies exceptional contexts where
tariffs may be justified (such as national security and environmental regulation) highlighting the
inefficiencies and unintended consequences arising from unilateral and poorly coordinated
protectionist strategies. The findings suggest that open economies should prioritize innovation,
multilateral cooperation, and institutional trade frameworks over reactive tariff-based
approaches.

Keywords: tariff policy, protectionism, trade war, national security, environmental tariffs,
Trump administration, open economies

1. Introduction

For many years, free trade was regarded as the prevailing approach to achieving economic
growth, global integration and productive efficiency (Anderson & Yotov, 2016). Conversely, the
concept of customs tariffs has come to be regarded as obsolete in the context of globalisation
(Handley et al., 2025). However, the rise of Donald Trump and his aggressive tariff policy has
revived an old debate: is there room, even in advanced economies, for the strategic use of tariffs?
Despite the evident risks of abuse and distortion revealed by the US case under Trump, it is
undeniable that there are circumstances in which the imposition of tariffs can be justified (Gros,
2022). Wang et al. (2023) emphasize the importance of setting clear criteria, defining strategic
objectives, and implementing effective monitoring mechanisms. The present article examines
such situations and argues that, while tariffs can be useful in specific circumstances, the way
they have been used in the US reveals more risks than benefits.
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The rationales for the adoption of tariffs exhibit significant variation between nations at varying
stages of development. The primary contexts in which tariffs are applied, along with the
rationales underpinning their implementation and the associated risks, are outlined in Table 1.

Table 1. Rationales for the Adoption of Tariffs

Rationales Developmg Develop_ed Principal Risks
Countries Countries

Protection of infant v X Economic stagnation and
industries inefficiency

. . Over-expansion of the
National security v 7 concept
Environmental v 7 Undercover  protectionist
protection use
Commercial retaliation | </ v Trade war

Source: Author owns work

2. Tariffs and Infant Industries: An Anachronism for the US

The classical theory of protective tariffs is supported by authors such as Milner and Yoffie
(1989) or Brandler (1986), who advocate the temporary protection of strategic sectors until they
reach maturity. This logic is valid in developing countries that are still in the process of building
their industrial base (Naseemullah, 2023; Dadush, 2022). However, in the US (a global leader in
innovation and with consolidated industrial sectors), the application of this policy appears to be
misplaced.

The decision of the Trump administration to impose tariffs on steel and aluminium is an
illustrative example of this discrepancy. Contrary to the objectives of encouraging modernisation
and protecting employment, the measure resulted in increased costs for the automotive industry,
construction and consumer goods manufacturers (Klomp, 2025). Feng et al. (2022) observe that
the absence of segmentation has deleterious consequences for companies that rely on imported
raw materials yet provides no assurance that the ‘protected' sectors will become more competitive
in the long term. In this scenario, tariffs served as a disincentive to efficiency, investment, and
innovation.

3. National Security: Exaggerated Justification

From a strategic standpoint, the protection of pivotal sectors such as cyber defence,
communications, and semiconductors may prove imperative (Gereffi et al., 2021). Bacchus
(2022) expounds on the notion that national security constitutes an exception, even within the
ambit of WTO rules. However, the Trump administration has utilised this argument in a broad
range of contexts, including in relation to washing machines and solar panels, thereby
diminishing its technical value and transforming it into a political instrument (Antraz et al., 2024;
Fetzer & Schwarz, 2021).
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This approach risks damaging relations with key allies like Canada and the European Union and
increases uncertainty in global supply chains (Grossman et al., 2024; Charoewong et al., 2023;
Baldwin & Freeman, 2022). Santacreu (2025) has highlighted that, in contrast to the intended
objective of enhancing security, trade isolation has the potential to compromise access to critical
technologies that have been developed through international collaboration. The most effective
response to this challenge will be to encourage industrial partnerships with strategic allies and
increase investment in innovation and technological education (Vivona et al., 2023; Ghosh et al.,
2022; Gereffi et al., 2021; Wu & Liu, 2021).

4. Environmental and Social Impacts: Ineffective and Incomplete Approaches

The use of tariffs to discourage harmful environmental or social practices has gained growing
support in academic literature (Amarna et al., 2024; Ramani et al., 2024; Zhong & Pei, 2024;
Bellora & Fontagne, 2023; Wang et al., 2023; Ding et al., 2021; Khan et al., 2021).
Environmental tariffs (for example, those advocated by the EU in the 'Carbon Border
Adjustment Mechanism’) seek to correct competitive distortions caused by countries with weaker
environmental regulations (Baccheta et al., 2025; Hamzah et al., 2025; Cheng et al., 2024;
Felbermayr et al., 2024). However, for such measures to be efficacious, they must be
incorporated into a comprehensive, coordinated environmental policy.

In the US, the attempt to apply tariffs in isolation, without reinforcing domestic energy transition
policies or investments in the green economy, fails to address the root causes of the problem (Li
et al., 2022). As Weigant et al. (2024) observe, the Trump administration has opted to withdraw
the United States from international agreements such as the Paris Agreement (von Allworden,
2025; Gong et al., 2024), rather than leading multilateral efforts to establish sustainable global
standards. Cherif and Hasanov (2024) posit that in the absence of international commitment,
environmental tariffs risk becoming a mere protectionist instrument.

5. Trade War: A Counterproductive Strategy

As demonstrated in the preceding analysis, the trade war between the United States and China
during the Trump administration presented a significant challenge to the efficacy of tariff policy
as a tool of economic pressure. Contrary to the expectation of structural changes in Chinese
behaviour being induced by the tariffs, a spiral of retaliation was provoked (Contractor, 2025). A
plethora of studies have reported that the consequence of this policy has been elevated prices for
raw materials, the disruption of production chains and heightened consumer prices (Antras et al.,
2024; Grossman et al., 2024; Gereffi et al., 2021). Sectors such as agriculture and technology
have been particularly affected. A precipitous decline in American farmers' exports to China
prompted the government to implement emergency subsidies (Autor et al., 2024; Choi & Lim,
2023; Yu et al.,, 2023; Grant et al.,, 2021). According to Gereffi et al. (2021), companies
depending on Chinese components had to adapt operations, absorbing losses or increasing
consumer prices. As demonstrated in the extant literature, trade diplomacy and multilateral
agreements, despite their potential slowness and complexity, persist in their role as the most
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efficacious method of dispute resolution without compromising economic stability (do Prado,
2025; Woods, 2023).

The second table provides a systematised overview of the principal contemporary studies on
tariffs. These studies have been grouped according to their respective topics, with a view to
highlighting the most relevant conclusions. This synthesis underscores the prevailing consensus
and the concomitant controversy surrounding the efficacy of this instrument in open economies.

Table 2. Main Studies on Tariffs by Theme

Justifications Authors Principal Conclusions

Protection of infant | Brander (1986), Naseemullah | Only justifiable in developing

industries (2023) economies.

National security (BZ%C;BUS (2022), Gereffi et al. Valid, but often misapplied.

Environmental Bellora & Fontagné (2023), | It requires multilateral

protection Felbermayr et al. (2024) coordination, not isolated use.

Commercial Autor et al. (2024), Grossman et | It generated negative effects and

retaliation al. (2024) bilateral retaliation.

supply Chains Charoenwong et al. (2023), | Tariffs destabilise global
Baldwin & Freeman (2022) networks and affect innovation.

Source: Author owns work

6. Conclusions

Tariffs, despite their potential in exceptional circumstances, are unlikely to play a significant role
in the context of an advanced economy such as the US, due to their inherent limitations. The
tariff policy implemented by the Trump administration, characterised by its extensive scope,
unilateral implementation, and apparent absence of a coherent strategic framework, is indicative
of these limitations. Instead of relying on protectionist measures that distort markets and harm
trade relations, it is recommended that the US focus on policies that promote innovation,
competitiveness and international cooperation.

A more effective approach to strengthening the US economy involves investing in education,
infrastructure, research and development, as well as promoting a multilateral trading system
based on clear and transparent rules. Adopting this approach would allow the US to consolidate
its position as the leading global economic and technological power, without resorting to
protectionist measures that could potentially have adverse consequences for all.

Figure 1 presents a flowchart that summarises the main arguments explored in this article, from
the stated objectives of US tariff policy to its consequences and strategic reflections.
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Trump's Tariff Policy

!

Declared objectives:
- Protect industries
- Ensure safety
- Reduce external dependence

/\

Areas with occasional justifications:
- National security
- Environment
- Emerging industries (in developing
countries)

— =

Conclusion:
Tanffs must be used with caution,
transparency and multilateral
coordination

Negative effects:
- Increased costs
- Commercial retaliation
- Fall in exports

Figure 1. The article's core arguments
Source: Author owns work

References

Amarna, K., Garde Sanchez, R., Lopez-Pérez, M. V., & Marzouk, M. (2024). The effect of
environmental, social, and governance disclosure and real earning management on the cost
of financing. Corporate Social Responsibility and Environmental Management, 31(4),
3181-3193. https://doi.org/10.1002/csr.2740

Anderson, J. E., & Yotov, Y. V. (2016). Terms of trade and global efficiency effects of free trade
agreements,  1990-2002. Journal  of International  Economics, 99, 279-298.
https://doi.org/10.1016/j.jinteco.2015.10.006

Antras, P., Fort, T. C., Gutiérrez, A., & Tintelnot, F. (2024). Trade policy and global sourcing:
An efficiency rationale for tariff escalation. Journal of Political Economy
Macroeconomics, 2(1), 1-44.

Autor, D., Beck, A., Dorn, D., & Hanson, G. H. (2024). Help for the Heartland? The
Employment and Electoral Effects of the Trump Tariffs in the United States (No. w32082).
National Bureau of Economic Research. DOI 10.3386/w32082

Bacchetta, M., Bekkers, E., Solleder, J. M., & Tresa, E. (2025). The potential impact of
environmental goods trade liberalization on trade and emissions. Energy Economics, 141,
108051. https://doi.org/10.1016/j.eneco.2024.108051

Bacchus, J. (2022). The black hole of national security. Policy Analysis, 936.

Baldwin, R., & Freeman, R. (2022). Risks and global supply chains: What we know and what we
need to know. Annual Review of Economics, 14(1), 153-180.
https://doi.org/10.1146/annurev-economics-051420-113737

Bellora, C., & Fontagné, L. (2023). EU in search of a Carbon Border Adjustment
Mechanism. Energy Economics, 123, 106673. https://doi.org/10.1016/j.enec0.2023.106673

Brander, J. A. (1986). Rationales for strategic trade and industrial policy. Strategic trade policy
and the new international economics, 23.

www.ijebmr.com Page 262



https://doi.org/10.1002/csr.2740
https://doi.org/10.1016/j.jinteco.2015.10.006
https://doi.org/10.1016/j.eneco.2024.108051
https://doi.org/10.1146/annurev-economics-051420-113737
https://doi.org/10.1016/j.eneco.2023.106673

International Journal of Economics, Business and Management Research
Vol. 9, No.05; 2025
ISSN: 2456-7760

Charoenwong, B., Han, M., & Wu, J. (2023). Trade and foreign economic policy uncertainty in
supply chain networks: who comes home?. Manufacturing & Service Operations
Management, 25(1), 126-147. https://doi.org/10.1287/msom.2022.1136

Cheng, X., Wang, W., Chen, X., Zhang, W., & Song, M. (2024). Carbon tariffs and energy
subsidies: Synergy or antagonism?. Energy, 306, 132563.
https://doi.org/10.1016/j.energy.2024.132563

Cherif, R., & Hasanov, F. (2024). The pitfalls of protectionism: Import substitution vs. export-
oriented industrial policy. Journal of Industry, Competition and Trade, 24(1), 14.
https://doi.org/10.1007/s10842-024-00414-9

Choi, J., & Lim, S. (2023). Tariffs, agricultural subsidies, and the 2020 US presidential
election. American Journal of Agricultural Economics, 105(4), 1149-
1175. https://doi.org/10.1111/ajae.12351

Contractor, F. J. (2025). Assessing the economic impact of tariffs: adaptations by multinationals
and traders to mitigate tariffs. Review of international business and strategy.
https://doi.org/10.1108/RIBS-01-2025-0013

Dadush, U. (2022). Deglobalisation and protectionism (No. 18/2022). Bruegel Working Paper.

Ding, X., Appolloni, A., & Shahzad, M. (2022). Environmental administrative penalty, corporate
environmental disclosures and the cost of debt. Journal of Cleaner Production, 332,
129919. https://doi.org/10.1016/j.jclepro.2021.129919

do Prado, V. (2025). World trade organization (WTO) negotiations—How to'get it right'. In The
New Economic Diplomacy (pp. 186-211). Routledge.

Felbermayr, G., Peterson, S., & Wanner, J. (2024). Trade and the environment, trade policies and
environmental policies—How do they interact?. Journal of Economic Surveys.
https://doi.org/10.1111/joes.12628

Feng, P., Zhou, X., Zhang, D., Chen, Z., & Wang, S. (2022). The impact of trade policy on
global supply chain network equilibrium: A new perspective of product-market chain
competition. Omega, 109, 102612. https://doi.org/10.1016/j.omega.2022.102612

Fetzer, T., & Schwarz, C. (2021). Tariffs and politics: Evidence from Trump’s trade wars. The
Economic Journal, 131(636), 1717-1741. https://doi.org/10.1093/ej/ueaal??2

Gereffi, G., Lim, H. C., & Lee, J. (2021). Trade policies, firm strategies, and adaptive
reconfigurations of global value chains. Journal of International Business Policy, 4(4),
506. doi: 10.1057/s42214-021-00102-z

Ghosh, S., Hughes, M., Hodgkinson, 1., & Hughes, P. (2022). Digital transformation of industrial
businesses: A dynamic  capability  approach. Technovation, 113, 102414.
https://doi.org/10.1016/j.technovation.2021.102414

Gong, X., Fu, C., Li, H., & Pirabi, M. (2024). The impact of US political decisions on renewable
and fossil energy companies in the era of the Paris Agreement. Finance Research
Letters, 69, 106165. https://doi.org/10.1016/}.frl.2024.106165

Grant, J. H., Arita, S., Emlinger, C., Johansson, R., & Xie, C. (2021). Agricultural exports and
retaliatory trade actions: An empirical assessment of the 2018/2019 trade conflict. Applied
Economic Perspectives and Policy, 43(2), 619-640. https://doi.org/10.1002/aepp.13138

Gros, D. (2022). Optimal tariff versus optimal sanction. CEPS Policy Insight, March.
https://ssrn.com/abstract=4135458

www.ijebmr.com Page 263



https://doi.org/10.1287/msom.2022.1136
https://doi.org/10.1016/j.energy.2024.132563
https://doi.org/10.1007/s10842-024-00414-9
https://doi.org/10.1111/ajae.12351
https://doi.org/10.1108/RIBS-01-2025-0013
https://doi.org/10.1016/j.jclepro.2021.129919
https://doi.org/10.1111/joes.12628
https://doi.org/10.1016/j.omega.2022.102612
https://doi.org/10.1093/ej/ueaa122
https://doi.org/10.1057/s42214-021-00102-z
https://doi.org/10.1016/j.technovation.2021.102414
https://doi.org/10.1016/j.frl.2024.106165
https://doi.org/10.1002/aepp.13138
https://ssrn.com/abstract=4135458

International Journal of Economics, Business and Management Research

Vol. 9, No.05; 2025
ISSN: 2456-7760

Grossman, G. M., Helpman, E., & Redding, S. J. (2024). When tariffs disrupt global supply
chains. American Economic Review, 114(4), 988-1029. DOI: 10.1257/aer.20211519

Hamzah, F., Akinsola, K., & Liang, W. (2025). Understanding WTO Agreements: Tariffs, Trade
in Services, and Intellectual Property Rights.

Handley, K., Kamal, F., & Monarch, R. (2025). Rising import tariffs, falling exports: When
modern supply chains meet old-style protectionism. American Economic Journal: Applied
Economics, 17(1), 208-238. DOI: 10.1257/app.20210051

Khan, I., & Hou, F. (2021). Does multilateral environmental diplomacy improve environmental
quality? The case of the United States. Environmental Science and Pollution
Research, 28(18), 23310-23322.

Khan, S. J., Kaur, P., Jabeen, F., & Dhir, A. (2021). Green process innovation: Where we are and
where we are going. Business Strategy and the Environment, 30(7), 3273-3296.
https://doi.org/10.1002/bse.2802

Klomp, J. (2025). Trump tariffs and the US defense industry. PloS one, 20(1), e0313204.
https://doi.org/10.1371/journal.pone.0313204

Li, F., Zhang, J., & Li, X. (2022). Research on supporting developing countries to achieve green
development transition: Based on the perspective of renewable energy and foreign direct
investment. Journal of Cleaner Production, 372, 133726.
https://doi.org/10.1016/j.jclepro.2022.133726

Milner, H. V., & Yoffie, D. B. (1989). Between free trade and protectionism: strategic trade
policy and a theory of corporate trade demands. International Organization, 43(2), 239-
272. https://doi.org/10.1017/S0020818300032902

Naseemullah, A. (2023). The political economy of national development: A research agenda
after neoliberal reform?. World Development, 168, 106269.
https://doi.org/10.1016/j.worlddev.2023.106269

Ramani, V., Rani Kuiti, M., Ghosh, D., & Swami, S. (2024). Effectiveness of environmental
regulations: firm’s decisions and welfare implications. Journal of the Operational
Research Society, 75(12), 2443-2463. https://doi.org/10.1080/01605682.2024.2323664

Santacreu, A. M. (2025). Dynamic gains from trade agreements with intellectual property
provisions. Journal of Political Economy, 133(4), 1133-1168.

Vivona, R., Demircioglu, M. A., & Audretsch, D. B. (2023). The costs of collaborative
innovation. The Journal of Technology Transfer, 48(3), 873-899.
https://doi.org/10.1007/s10961-022-09933-1

Wang, A., Si, L., & Hu, S. (2023). Can the penalty mechanism of mandatory environmental
regulations promote green innovation? Evidence from China's enterprise data. Energy
Economics, 125, 106856. https://doi.org/10.1016/j.eneco0.2023.106856

Wang, K., Lai, X., Wen, F., Singh, P. P., Mishra, S., & Palu, 1. (2023). Dynamic network tariffs:
Current practices, key issues and challenges. Energy Conversion and Economics, 4(1), 23-
35. https://doi.org/10.1049/enc2.12079

Wang, S., Sun, L., & Igbal, S. (2022). Green financing role on renewable energy dependence and
energy  transition in  E7  economies. Renewable  Energy, 200, 1561-1572.
https://doi.org/10.1016/j.renene.2022.10.067

www.ijebmr.com Page 264



https://doi.org/10.1002/bse.2802
https://doi.org/10.1371/journal.pone.0313204
https://doi.org/10.1016/j.jclepro.2022.133726
https://doi.org/10.1017/S0020818300032902
https://doi.org/10.1016/j.worlddev.2023.106269
https://doi.org/10.1080/01605682.2024.2323664
https://doi.org/10.1007/s10961-022-09933-1
https://doi.org/10.1016/j.eneco.2023.106856
https://doi.org/10.1049/enc2.12079
https://doi.org/10.1016/j.renene.2022.10.067

International Journal of Economics, Business and Management Research
Vol. 9, No.05; 2025

ISSN: 2456-7760

Wiegant, D., Dewulf, A., & Van Zeben, J. (2024). Alignment mechanisms to effectively govern
the sustainable development goals. World Development, 182, 106721.
https://doi.org/10.1016/j.worlddev.2024.106721

Woods, N. (2023). Multilateralism in the twenty-first century. Global Perspectives, 4(1), 68310.
https://doi.org/10.1525/gp.2023.68310

Wu, N., & Liu, Z. (2021). Higher education development, technological innovation and
industrial structure upgrade. Technological Forecasting and Social Change, 162, 120400.
https://doi.org/10.1016/j.techfore.2020.120400

von Allworden, L. (2025). When contestation legitimizes: the norm of climate change action and
the US contesting the Paris Agreement. International Relations, 39(1), 52-75.
https://doi.org/10.1177/00471178231222874

Yu, M., Fan, J.,, Wang, H.,, & Wang, J. (2023). US trade policy uncertainty on Chinese
agricultural imports and exports: An aggregate and product-level analysis. International
Review of Economics & Finance, 84, 70-83. https://doi.org/10.1016/j.iref.2022.10.018

Zhong, J., & Pei, J. (2024). Carbon border adjustment mechanism: a systematic literature review
of the latest developments. Climate Policy, 24(2), 228-242.
https://doi.org/10.1080/14693062.2023.2190074

www.ijebmr.com Page 265



https://doi.org/10.1016/j.worlddev.2024.106721
https://doi.org/10.1525/gp.2023.68310
https://doi.org/10.1016/j.techfore.2020.120400
https://doi.org/10.1177/00471178231222874
https://doi.org/10.1016/j.iref.2022.10.018
https://doi.org/10.1080/14693062.2023.2190074

	Received: Apr 25, 2025                Accepted: May 03, 2025          Online Published: May 14, 2025
	Abstract
	1. Introduction
	References

