
AN OVERVIEW OF THE ECONOMIC BARRIERS TO FOREIGN TRADE

In general, trade barriers keep firms from selling to one another in foreign markets. The major obstacles to international
trade are natural barriers, tariff barriers.

Such criteria may also vary from case to case. In most countries, it represents a significant part of gross
domestic product GDP. Another negative aspect of trade barriers is that it would cause a limited choice of
products and, therefore, would force customers to pay higher prices and accept inferior quality. The Marshall
plan rebuilt Europe, but meant massive trade deficits for Europe during that time. For the most part, citizens
make these decisions somewhat intelligently because they have incentives to do so. An economist would argue
that the industry should be allowed to expire. It is more likely that protectionist policies save some jobs by
jeopardizing others. In , the United States imposed tariffs of  In that context, economists argue that easing
adjustment of those harmed is economically more fruitful than protection given the net economic benefit of
trade to the total economy. Did the Smoot-Hawley tariff contribute to the Great Depression? A tariff is a tax
on imports, which is collected by the federal government and which raises the price of the good to the
consumer. Standards-related measures serve an important function in facilitating global trade, including by
enabling greater access to international markets by SMEs. Learning Objectives Argue against the imposition
of trade barriers Key Takeaways Trade barriers are often criticized for the effect they have on the developing
world. National defense is often stated as a justified exception to a policy of free trade, and it may well be the
most reasonable exception. But when standards-related measures are outdated, overly burdensome,
discriminatory, or otherwise inappropriate, these measures can reduce competition, stifle innovation, and
create unnecessary technical barriers to trade. Key Terms trade war: The practice of nations creating mutual
tariffs or similar barriers to trade. It is asserted that trade has created jobs for foreign workers at the expense of
American workers. To order this book direct from the publisher, visit the Penguin USA website or call  See
Free Trade , by Alan S. For instance, even though raising beef in the relative warmth of Argentina may cost
less than raising beef in the bitter cold of Siberia, the cost of shipping the beef from South America to Siberia
might drive the price too high. Nevertheless, countries continue to face challenges around ethical trading and
business practices, especially regarding economic inequalities and human rights violations. The European
Union is its own bloc within the W. See Barriers to Trade video and video quiz at econedlink. Other,
non-economic, grounds political, emotional, etc. Many state governments have buy-national rules for supplies
and services. Does National Security Justify Tariffs? EconoTalk A tariff is a tax on imported goods, while a
quota is a limit on the amount of goods that may be imported. If we lowered the barriers we have erected
against the admission of Spanish goods, and if the Spaniards did not lower the barriers they have erected
against the admission of ours, we should be victimized. Learning Objectives Explain how technical standards
can be barriers to trade Key Takeaways Key Points Governments, market participants, and other entities can
use standards -related measures as an effective and efficient means of achieving legitimate commercial and
policy objectives. Tariffs protect U. See also Importing is the same as buying somethingâ€”it just happens to
be from a foreigner. The United States protects its shrinking textile industry with quotas. Both tariffs and
quotas raise the price of and lower the demand for the goods to which they apply. Steel quotas force U.


