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The debate between protectionism and free trade lies at the heart of the global
economic order. While free trade has historically been associated with
efficiency, innovation, and global integration, protectionism has persisted as a
tool for safeguarding domestic industries, correcting trade imbalances, and
preserving national security. In recent years, trade wars—manifested through
reciprocal tariffs, sanctions, and regulatory barriers—have re-emerged as a
major challenge to globalization. This paper examines the theoretical
underpinnings of free trade and protectionism, traces the historical trajectory
of trade conflicts, and explores major case studies including the US—China
trade war, US-EU disputes, and India—US frictions. It further analyzes the
economic, political, and social consequences of protectionist policies and
evaluates their long-term implications for globalization. The findings suggest
that while protectionism may yield short-term political and economic gains, its
long-term effects are detrimental to global supply chains, innovation, and
multilateral Trade wars accelerate a

cooperation. process  of

“slowbalization,” marked by regionalization and declining faith in
multilateral institutions. The paper concludes that the future of globalization
requires a recalibrated balance between free trade and strategic
protectionism, with greater emphasis on inclusivity, resilience, and

sustainability.
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Introduction

Globalization, characterized by the integration of markets, technologies, and cultures, has reshaped the
world economy over the past century. At the core of globalization is free trade, which allows nations to
specialize in production, exchange goods across borders, and maximize collective welfare. Advocates of
free trade argue that it increases efficiency, lowers costs for consumers, and strengthens global cooperation
(Irwin, 2017).

Yet, despite the theoretical appeal of free trade, protectionism has remained a persistent feature of
international trade. Protectionist policies include tariffs, quotas, subsidies, and regulatory barriers
designed to shield domestic industries from foreign competition. Such measures are often justified by the
need to protect infant industries, preserve jobs, and ensure national security. However, critics argue that
protectionism creates inefficiency, distorts markets, and undermines innovation (Rodrik, 2011).

The tension between free trade and protectionism has been especially visible in the last two decades. The
US—China trade war (2018-2020) marked a major shift in global trade relations, with hundreds of billions
of dollars in tariffs imposed. Similarly, disputes between the US and EU over steel, agriculture, and
aviation subsidies reflect growing trade frictions among advanced economies. Brexit and India—US trade

disputes illustrate how even long-standing allies are not immune to protectionist impulses.
This paper seeks to analyze this enduring conflict through the following research questions:
1. What are the theoretical foundations and historical development of free trade and protectionism?
2. How have trade wars, especially in the 21st century, shaped the global economic landscape?
3. What are the economic, political, and social consequences of protectionist policies?
4. What are the long-term implications of trade wars for globalization and multilateral cooperation?

By exploring these questions, this research aims to contribute to the academic and policy debate on
whether protectionism represents a temporary disruption or a structural transformation of the global

economic order.
Theoretical Framework: Free Trade vs. Protectionism
Classical and Neoclassical Trade Theories

The intellectual roots of free trade can be traced to Adam Smith’s theory of absolute advantage (1776),
which posited that countries should specialize in goods they can produce most efficiently. Smith’s insights

were expanded by David Ricardo’s comparative advantage theory (1817), which showed that trade
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benefits all nations, even when one is more efficient in producing all goods. Comparative advantage
remains a cornerstone of free trade advocacy, demonstrating that specialization increases global

efficiency.

Later, the Heckscher-Ohlin model introduced the idea that countries export goods that intensively use
their abundant factors of production (such as land, labor, or capital). The New Trade Theory, advanced by
economists like Paul Krugman, emphasized the role of economies of scale and imperfect competition,

explaining why similar countries engage in significant trade.

Together, these theories argue that free trade enhances global welfare by lowering costs, encouraging

innovation, and increasing consumer choice.
Arguments for Protectionism

Despite the efficiency of free trade, protectionism has strong theoretical and political foundations:

1. Infant Industry Argument — First articulated by Alexander Hamilton and later supported by
Friedrich List, this argument holds that young industries need protection until they become

competitive internationally.

2. National Security Concerns — Strategic industries like defense, telecommunications, and energy
are often shielded from foreign dependence.

3. Employment Protection — Tariffs and quotas are justified to safeguard domestic jobs, particularly

in politically sensitive industries.

4. Balance of Payments and Trade Deficits — Protectionism can be used to reduce reliance on

imports and correct chronic trade imbalances.

5. Cultural and Environmental Preservation — Some nations use trade restrictions to protect

cultural heritage or environmental sustainability.
Strategic Trade Theory

Emerging in the 1980s, strategic trade theory suggested that in industries with high entry barriers and
oligopolistic competition—such as aerospace or semiconductors—government intervention could help
domestic firms gain global dominance. This approach has been especially relevant in the US—China trade

conflict, where technological supremacy is at stake.
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Contemporary Coexistence

In practice, most nations adopt a hybrid model-—embracing free trade while selectively employing
protectionist measures. The US, EU, China, and India all champion open markets rhetorically, yet
regularly impose tariffs or subsidies in politically sensitive sectors. This coexistence reflects the political

economy of trade, where national interests often override theoretical commitments.
Historical Context of Trade Wars

Early Trade Conflicts
Trade wars are not unigue to the modern era. The Opium Wars (1839-1842, 1856-1860), fought between

Britain and China, were partly trade disputes over market access. Similarly, mercantilist policies of the
17th and 18th centuries—where nations sought to maximize exports while minimizing imports—Ilaid the

foundation for trade rivalries.
The Smoot-Hawley Tariff Act (1930)

During the Great Depression, the United States passed the Smoot-Hawley Tariff Act, imposing tariffs on
over 20,000 imports. Retaliatory tariffs by other countries deepened the global economic crisis. This
episode is often cited as a cautionary tale of protectionism leading to global downturns.

Post-War Liberal Order
After World War 11, the establishment of the General Agreement on Tariffs and Trade (GATT) in 1947

and later the World Trade Organization (WTO) in 1995 fostered a liberal trade regime. Successive rounds
of multilateral negotiations reduced tariffs worldwide, facilitating an unprecedented expansion of global
trade from the 1950s to the early 2000s.

The 21st Century Shift

The 2008 global financial crisis revived protectionist tendencies. Nations resorted to subsidies, bailouts,
and non-tariff barriers. The rise of populist leaders further accelerated this trend. The US withdrawal from
the Trans-Pacific Partnership (TPP), the Brexit referendum, and the US—China trade war marked a retreat

from multilateralism toward unilateralism and bilateralism.
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Case Studies of Major Trade Wars

The US-China Trade War (2018-2020)

The most consequential trade conflict of the modern era began in 2018 when the US imposed tariffs on
$50 billion worth of Chinese imports, citing unfair trade practices and intellectual property theft. China

retaliated with tariffs on US agricultural products, especially soybeans.
The conflict escalated in phases:

e Phase 1 (2018): US imposed tariffs on steel and aluminum; China retaliated with tariffs on

agricultural goods.
« Phase 2 (2019): Tariffs expanded to cover nearly $360 billion of bilateral trade.

e Phase 3(2020): The “Phase One” agreement reduced some tariffs but left major issues unresolved,

particularly technology and subsidies.
Impacts:
e Supply chains for electronics and manufacturing were disrupted.
o US farmers suffered export losses, leading to $28 billion in government bailouts.
o China accelerated self-reliance in semiconductors and 5G technology.

e Global GDP growth slowed, with the IMF estimating a 0.8% decline in 2019 due to the conflict
(IMF, 2019).

US-EU Trade Disputes

Transatlantic disputes often revolve around agriculture and industrial subsidies. The Airbus vs. Boeing
case led to reciprocal tariffs, while US steel tariffs in 2018 triggered EU retaliation. Despite shared

democratic values, the US and EU frequently clash over trade priorities.
India—US Trade Tensions

India, the world’s largest democracy and a major emerging economy, has faced US tariffs on steel and
aluminum. The US also withdrew India’s preferential trade status under the Generalized System of
Preferences (GSP) in 2019. India retaliated with tariffs on US agricultural and industrial products. These

disputes highlight the vulnerability of emerging economies in a protectionist environment.
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Global South Perspective

For developing nations in Africa and Latin America, trade wars pose existential risks. Declining
commaodity prices, reduced market access, and disrupted supply chains exacerbate inequality and hinder
development. African economies, heavily reliant on exports to China, were disproportionately affected by
the US—China trade war.

Economic, Political, and Social Impacts

Economic Impacts

Short-term effects of protectionism may include job preservation and reduced trade deficits. However,

long-term consequences are overwhelmingly negative:
o Higher consumer prices due to tariffs.
e Reduced efficiency and productivity.
e Slower global GDP growth.
o Volatility in currency and stock markets.

For example, during the US-China trade war, US consumers bore the cost of higher tariffs, while

American exporters lost access to Chinese markets.
Political Impacts

Protectionism fuels nationalism and populism. Leaders often use tariffs as symbols of sovereignty,
appealing to domestic constituencies. However, prolonged trade wars strain alliances, undermine trust in

multilateralism, and increase geopolitical tensions.
Social Impacts

Consumers and workers are directly affected. Prices of consumer goods rise, and export-oriented
industries face job losses. Developing countries suffer disproportionally, as reduced trade flows hinder

poverty alleviation and widen inequality.
Long-term Consequences on Globalization

The persistence of trade wars signals a structural shift:

1. Decline in Multilateralism — The WTO’s weakening role illustrates the erosion of global

consensus.

Govind Kumar Page | 82



@ The Infinite Volume 2 | Issue 8 | August 2025

2. Fragmentation of Supply Chains — Firms increasingly diversify production across multiple

countries to avoid tariffs, leading to inefficiency.

3. Rise of Regional Trade Blocs — Agreements such as the Regional Comprehensive Economic
Partnership (RCEP) and Comprehensive and Progressive Agreement for Trans-Pacific

Partnership (CPTPP) reflect a pivot to regionalism.

4. Slowbalization — Globalization is slowing, not reversing, characterized by reduced cross-border

trade and investment.
Role of International Institutions

The WTO, once central to dispute resolution, has been undermined by US obstruction of its appellate
body. While the IMF and World Bank provide financial stabilization, they have limited influence on trade
conflicts. Emerging platforms like G20 and BRICS offer alternative forums for dialogue, but consensus

remains difficult.
Future Outlook: Cooperation or Fragmentation?

The future of globalization hangs in the balance. Three scenarios are possible:

1. Persistent Trade Wars — Continued escalation could entrench protectionism and lead to

competing economic blocs.

2. Managed Globalization — Nations may adopt a hybrid system, balancing free trade with strategic

protectionism.

3. Renewed Multilateralism — Recognition of global challenges like climate change and pandemics

may drive a revival of cooperation.

Digital trade, artificial intelligence, and climate-linked protectionism are likely to be future battlegrounds.
The challenge is to craft a trade system that balances efficiency with resilience, inclusivity, and

sustainability.
Conclusion

The struggle between protectionism and free trade reflects deeper contradictions within globalization.
While free trade promotes efficiency, innovation, and cooperation, protectionism offers short-term
political and economic gains. Trade wars, however, have shown that protectionism undermines global
supply chains, raises consumer costs, and weakens international institutions.The long-term consequences

of trade wars include “slowbalization,” fragmentation of supply chains, and weakening of multilateralism.
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Yet, globalization is unlikely to collapse entirely. Instead, it will evolve into a more regionalized,

technology-driven, and strategically managed system.

The challenge for policymakers is not to choose between protectionism and free trade, but to balance them

in a manner that promotes resilience, inclusivity, and sustainability in the global economy.
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