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Introduction  

In the case of trade deficits, countries or governments are able to use protectionist 

measures. This type of measures is restricting or restraining international trade, for instance by 

introducing import quotas, government subsidies, tariffs or product standards. The goal behind 

raising the price of imported goods or limiting the number of certain products that can be imported, 

is simply to make the foreign product less attractive, which allows the domestic industries to profit. 

At the same time governments are able to support their domestic industries financially, which gives 

them time to develop their own advantages and also leads to lower production costs. Thus, the 

measures can result in a growing economy.  

 

Despite having advantages temporarily, for instance, the creation of new jobs for domestic 

workers, protectionism is bad for the economy over a long-time span. Without any competition, 

domestic industries will stop innovating and their efficiency will decrease. Not only does this lead to 

unemployment, but rather the gross domestic product (GDP) could potentially decrease as well. 

Moreover, foreign countries could also use protectionist measures, which could result in a trade 

war. A trade war would be unbeneficial for the global economy. 

 

 

Definition of Key Terms  

Gross domestic product 

The gross domestic product (GDP) is a measurement of all finished goods and services in 

a certain amount of time. It is important to note that it does not matter who produces the product. It 

could be either produced by citizens or foreigners, as long as it is produced in the country, and it 

will be calculated into the GDP. The GDP is usually calculated on an annual basis. 
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Protectionism  

Protectionism is a policy used by countries or governments in order to protect its domestic 

industries and boost their economic growth, by restricting or restraining international trade by 

means of import quotas, subsidies, tariffs or other ways of restriction 

 

Tariffs  

  Governments are able to put Tariffs on imported goods, which would make the product 

more expensive than the domestic products. Therefore, the domestic products are more attractive, 

resulting in more strengthened domestic industries. Tariffs need to be used carefully because they 

can easily lead to a trade war. 

  

Import quotas 

 Import quotas are non-tariff barriers that are supposed to limit the number of a certain 

product that can be imported. The goal is to limit the supply of the product, which leads to a raise in 

the price that allows domestic industries to profit from the unmet demand. 

 

Subsidies 

 The government is able to support domestic companies with the help of subsidies, which 

are a financial aid. The production costs are lowered and therefore lead to higher profits at low 

price levels. 

 

Background Information  

 Even though, the World Trade Organization (WTO), which is the international body dealing 

with the rules of trade between countries, rejects the use of protectionism, trade-restrictive 

measures are continued to be initiated globally.  

Since 1975, the EU designed tariffs on bananas to protect Caribbean countries from 

competition from Latin America, whose bananas are cheaper, as their plantations are run by giant 

US-based corporations. The Caribbean economy and half of the Caribbean population rely on the 

banana industry to supply their basic needs. Therefore, the US complained that the EU giving 

Caribbean banana producers special access to European markets and thereby breaking free trade 

rules. The December 2009 agreement resulted in the EU reducing tariffs on imported bananas, 

ending the so-called ‘banana wars’. 

In order to encourage Americans to buy domestic products and support the national 

economy, the US has set tariffs on imported goods from China, Mexico, Canada, and the EU, as 

well as renegotiating the North American Free Trade Agreement (Nafta) and withdrawing from the 

Trans-Pacific Partnership trade pact (TPP) last year. All events mark a striking change from free 
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trade policies. These tariffs led to trade conflict, especially between China, as all countries 

retaliated. The US-China trade tensions could not only erupt into a full-blown trade war, but might 

even lead to “the largest trade war in economic history to date”, according to China’s own Ministry 

of Commerce. 

Furthermore, the US is accusing China of manipulating its currency. In order to make its 

export cheaper and more competitive, China uses a deliberate way of protectionism by lowering its 

country’s currency value through a fixed exchange rate. However, the US itself lowers its currency 

value as well, by creating national debt. 

Currency devaluations can lead to a currency war, as countries will be tempted to devalue their 

own currencies back and forth. 

Temporarily, protectionism provides competitive advantages and may be helpful to 

emergent industries in developing nations, as it protects the country from foreign competition. 

Thus, jobs are created for domestic workers. 

Regardless, in the long-term protectionist policies weaken the industries, which is why they 

become less competitive in international trade. Without competition industries have no need to 

innovate, resulting in domestic products declining in quality and being more expensive than foreign 

goods. 

 

Major Countries and Organizations Involved  

The United States of America (USA) 

 

The USA is one of the most influential actors in the global trade market that has 

implemented, under the rule of its current president Donald Trump, several protectionist measures, 

such as tariffs on imports from the EU and China. 

 

People's Republic of China 

 

Belonging also to the most influential countries in the global trading community, China plays 

a crucial role in this question. In the world of trading, it has a lot of influence over smaller states of 

the world. 

 

The European Union (EU) 

 

The European Union is one of the largest trade parties on the global market. Trade 

agreements made with the EU automatically apply to all its members. It has taken a clear stance 

on the opinion that protectionism is a large threat to economic growth in the EU. 
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The World Trade Organisation (WTO) 

 

The World Trade Organisation is run by its 164-member states, with the goal of trade 

opening to the benefit of all members. Amongst hosting a forum for member states to negotiate 

trade agreements, it operates a system of rules legally binding on trade. 

 

Relevant UN Treaties and Events 

• Follow-up to the International Conference on Financing for Development, 22 February 2012 

(A/RES/66/191) 

• High-Level Policy Dialogue with the International Financial and Trade Institutions on 

Current Developments in the World Economy, 6 July 2009  

 

Previous Attempts to solve the Issue  

 In November of 2018, the General Assembly has passed 14 draft resolutions including such 

on macroeconomic policy, and trade liberalization. One of these documents promoted a universal, 

rules-based, open, transparent, predictable, inclusive, non‑discriminatory and equitable multilateral 

trading system under the World Trade Organization (WTO). 

 

Possible Solutions  

Overall, the goal should be to find an inclusive way of implementing a global trading 

system, taking into consideration the prosperity of the respective domestic economies. 

Protectionist measures are sometimes a result of the displeasure with one’s own domestic 

economy. Smaller states generally refrain from employing protectionist measures, as they heavily 

depend on the trade, whereas a larger state might resort to raising its trade barriers.  

As such, states should find a way to economically and financially stimulate their respective 

economies, whilst minimally restricting the global trade. 

Another option would be the implementation of a global surveillance system, as the current 

system relies on the governments informing the corresponding organisations about new laws and 

regulations. If a state was aware that any trade partner would immediately know about protectionist 

measures, this might cause them to think twice about enforcing such measures. 
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