
P
RESIDENT Trump’s recent 
assertion that ‘trade wars 
are good’ following the 
raising of tariffs on steel 
and aluminium in early 
March has caused quite the 

stir. With the EU threatening a response 
– including raising tariffs on things like 
Levi jeans and bourbon – and Beijing 
expressing ‘strong dissatisfaction’ with 
Trump’s decision, the prospect of a return 
to the sort of fully fledged trade wars we 
haven’t seen since before World War II feels 
worryingly real.

From President Trump’s point of view, 
he has decried the US’ “$800 billion dollar 
yearly trade deficit” and isn’t alone in 
calling for a reproach to China’s aluminium 
subsidies – under President Obama the 
USA had complained to the WTO about 
them. Indeed, since 2000 the US steel 
industry has suffered, with production 
dropping from 112 million tons to 86.5 
million in 2016, accompanied by a drop in 
employment from 135,000 to 83,600 in the 
industry over that period. 

Nonetheless, this change in approach 
from the US is largely unprecedented in 
modern trade between developed nations. 
The US imports over four times as much 
steel as it exports. Critics and trade experts 
are largely agreed in saying that these 
tariffs will fail to protect American jobs, 
ultimately raising prices for consumers.

IMPACT ON THE UK
Our own Prime Minister, Theresa May, has 
voiced concerns. Given the strong desire 
among many Brexiteers for a trade deal 
with the US following our exit from the EU, 
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her condemnation of President Trump’s 
stance is particularly striking, but the 
impact of these tariffs will be felt here. 

For the remaining period that we are 
inside the EU, the EU’s threats to raise 
tariffs could impact on around $3.5 
billion of imports from the US. Then there 
are the threats of US tariffs increasing 
on European carmakers. The US is the 
largest export market for EU cars, making 
up 25 percent of the €192 billion of motor 
vehicles exported by the bloc. This is a 
key industry for the UK more specifically 
as well. US demand rose seven percent 
for British-built cars in 2017 with 210,000 
exports. The US is the second largest 
trading partner for the UK car industry, 
taking 15.7 percent of our exports.

With the US already considering and 
even planning increased tariffs on the EU 
which affect some of the UK’s key export 
markets, the idea that we can somehow 
arrange a tariff-reducing trade deal with 
President Trump’s US – one that covers 
all of our key industries – starts to appear 
less likely. Looking at other industries 
– including the food and drink industry 
in which talk of importing chlorinated 
chicken in a lowering of UK standards 
caused serious anxiety across the nation.

IMPORTANT ROLE
The WTO, of course, came out and voiced 
concern about the US administration’s 
plans.

“The potential of escalation is real, as 
we have seen from the initial response of 
others,” said WTO Head Robero Azevedo. 
“We must make every effort to avoid the 
fall of the first domino.”

A reasonable assertion to say the least, 
but the WTO can get a bad press in the 
UK, as well as in the US. When people 
describe the prospect of the UK trading 
by WTO rules with our main trading 
partners in the event of a ‘no-deal’ exit 
from the EU, they usually do so with an 
air of trepidation. 

Of course, until future trade agreements 
are signed, this would represent an 
increase in tariffs trading into countries 
we haven’t had tariffs for before, as part 
of the EU. Yet, under the Most Favoured 
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each other. The first step is 
to talk. The WTO was borne 
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everything the WTO does is 
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Nation rule agreed in the Uruguay round 
of negotiations in the 80s and 90s, we 
would at least have a structured set of 
tariffs and rules to trade by.

It’s in comparison to the assertive and 
impulsive nature of trade wars that we 
should cherish the history and purpose of 
the WTO. The WTO describes itself as: 

“Essentially a place where member 
governments go to try to sort out the trade 
problems they face with each other. The 
first step is to talk. The WTO was borne 
out of negotiations, and everything the 
WTO does is the result of negotiations.”

Negotiations at the WTO take time of 
course, and the rules and tariffs as they 
stand are by no means perfect. 

However, I think we all agree that 
our trading terms with nations like the 
USA should be set by an international 
organisation dedicated to legal certainty 
and fairness, no matter how long it takes. 
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