
Protectionism –  
A Serious Threat  
and an Economic  
Dead-End

Protectionism is a populist response to economic problems which  

Protectionism threatens to escalate into global trade wars,  

Structural reforms are necessary to reduce external economic  

A 45 percent tariff on all imported products (although this high rate  

 announced by Trump is unlikely to become reality) would cost the  
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clusion drawn by relevant economic risk analyses at the beginning of the 

rism, military or political confrontations, migration movements and climate 

Nevertheless, weaker market participants repeatedly demand protective 

ge – the implication being that some market participants in some countries 

Trade agreements are highly differentiated and complex, and trade disputes 

is less of a dispute about axiomatic principles – and more a question of get
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dent, in particular, was a rallying cry for those demanding greater protection 

have seen a rise in the prominence of parties or movements in many coun

The Costs of Protectionism

outlined after his election, that he was intending to introduce tariffs on im

ports of up to 45 percent and to recalibrate external economic relations on 

a bilateral basis in order to shield US companies from „unfair trade agree

expensive, or indeed impossible, to employ the best available technological 

pansion investment or foreign investment will admittedly generate positive 

growth effects in protectionist countries but, on the whole, unit costs will 

Abrupt changes in foreign trade relations would be of particular concern (ad

structure (investment, production, contractual agreements) is crucially in

phon off income from both investors (capital goods) and consumers (consu

mer goods), as well as imposing a burden on the sale of further goods and 

Protectionism – a meander
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particularly large exposure to US export business 
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growth, in turn, reduces demand for imports and exports, and vice versa – 

Protectionism – Why?

Technological developments

Demographics (ageing populations in developed economies are limiting 

growth and innovation momentum whilst putting social security systems 

Migration (whilst diminishing the demographic dilemma, the voluntary 

 (the sometimes 

devastating impact of the crisis on social policy and labour market policy 

contrast to that, the level of – and trend in – management salaries and 

Sluggish growth and low interest rates (high unemployment in some 

Radical changes in basic social values

New forms of communication

everyone is able to show this willingness, and these individuals have 

an understandable and legitimate interest in a more social process of 

Causes of protectionism



advocates and protagonists of a particularly liberal market view, which 

Subscribing to the free market credo, more and more countries aimed at 

integrating, or partially integrating, their economies into international 
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advantages conferred by international trade derive from two important 

basic economic principles – the division of labour (bringing with it the 

advantages of specialisation) and economies of scale (resulting from 

example Britain and Portugal) if they focus on the products they are most 

where they do not have a comparative advantage by trading with their 

thus spurs competition, which should have positive repercussions for the 

Pressure on prices due to competition and a larger sales market pro

products – but also to higher demand in general and therefore higher 

aggregate growth – economies of scale are frequently associated with 

turnover and earnings of such a magnitude enable a new dimension 

Exportdynamics, 

Slower growth as a result of pro-

tectionism: Slowdown in real goods 

increased trade 
barriers
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resistance and bones of contention encountered when shaping foreign trade 

own within a reasonable period of time, or will superior competitors from 

longer term, it would take massive currency devaluation to restore equilibri

whereas the production conditions giving rise to the products in question 

pursue a strategic market policy which involves dumping prices in order to 

ly source products relevant to national security or national supply security 

The equality hypothesis, according to which trading partners engage with 

each other in the marketplace in the classical model in order to determine 

the equilibrium price through negotiations, may be violated if, for example, 

there are power or information asymmetries or if strategic interests domi

Structural or, at least, persistent trade imbalances can even be seen among 



least by endeavouring to push ahead with structural change, it is clearly not 

Conclusion – What can be done?

structurally conservative lobbyists or is in the legitimate interest of warding 

off dumping, preserving strategic competences and attaining political goals 

Nevertheless, the recent surge in protectionism constitutes a genuine threat 

At the same time, action is required regarding the structural trade imbalanc

es and the need to fund them, as these too are factors which foster protec

should enhance their competitiveness and ability to produce an attractive 

ture) and approaches to increase market opening in areas in which surplus 

Pretectionism – a serious threat

Solutions:

to increase demand ...

... cooperation, no confrontation
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