
 

 

 

Future UK Global Tariff Policy 
 

The United Kingdom stands at a historical crossroads in terms of its future trade policy. 
Leaving the EU Customs Union means that a new UK Global Tariff (UKGT) will apply to all 
imported goods from 1 January 2021, replacing the EU’s Common External Tariff (CET). 

While unilateral tariff liberalisations can only constitute one part of a free trade agenda, it is 
critical that the UK uses this opportunity to signal its willingness to play the role of a catalyst 
in redirecting the global economy back in the direction of trade liberalisation. 

In this paper, we outline the economic case for a policy of unilateral tariff liberalisation, and 
address some of the arguments levelled against it, focusing especially on whether it is an 
effective means of achieving certain policy goals in one’s domestic economy, and the role of 
tariffs in a successful international trade policy. 
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Tariffs in UK history 
 

Supporters of free trade have pressured government policies away from protectionism in the 
United Kingdom since the early nineteenth century. The case for free trade strengthened 
after the abolition of the Corn Laws or tariffs on imported grain in 1846. Mercantilist policies 
were steadily dismantled with the repeal of the Navigation Acts and in 1853 Chancellor of the 
Exchequer William Gladstone removed or reduced duties on 250 items and in 1860 he 
removed virtually all remaining protectionist tariffs.1 This was followed by a long period of 
commitment by governments in the UK to a policy of unilateral free trade despite the 
imposition of tariffs by the United States and Germany.  

Free trade was associated with rising living standards with real incomes rising by around 1% 
per year on average over the period 1870 to 1900.2 The UK pursued a policy of unilateral free 
trade until 1932 with the passage of the Import Duties Act which placed a protectionist duty 
of 10% on imports, while granting preferential tariff rates to goods purchased from the 
Empire. Following the formation of the GATT, the UK was active in the process of the 
multilateral reduction of tariffs, and tariff policy was based on MFN rules with the exception 
of the preferential relationships existing with Commonwealth countries. While membership 
of the EU single market meant being party to one of the most liberalising free trade areas in 
the world, the imposition of the CET in 1973 represented a break with the UK’s historically 
low tariff policies with much of the rest of the world, which a new UKGT could remedy. 

 

The economics of unilateral tariff liberalisation 
 

The economic case for countries to reduce tariffs on imports is one of the few policy 
prescriptions for which there is almost complete agreement amongst economists. In 2012, a 
survey of economic experts on the Initiative on Global Markets (IGM) Panel ran by the 
University of Chicago Booth found that 96% agreed with confidence with the statement that 
freer trade “improves productive efficiency and offers consumers better choices.”3   

The benefits of trade and the costs of protectionism were clearly spelt out by Adam Smith in 
1776, who argued that a country should import “if a foreign country can supply us with a 
commodity cheaper than we ourselves can make it”. 4 This principle was strengthened by 
David Ricardo at the start of the nineteenth century who stated that the benefits from trade 
persist even if a country has an absolute advantage in the production of all commodities as 
long there are differences in the relative efficiency in the production of at least one 
commodity.5 Known as the principle of comparative advantage this possibility – whether 

 
1 Free Trade and Protection. https://www.parliament.uk/about/living-
heritage/transformingsociety/tradeindustry/importexport/overview/freetrade/ 
2 Feinstein (1972). 
3 IGM (2012). 
4 Smith (1776).  
5 Ricardo (1817) 
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caused by technology, factor endowments or skills – provides incentives for specialisation 
and for countries to gain from international trade. The implication was that tariffs, or any 
other trade restriction, distort the incentives to specialise and reduce the potential benefits 
of free trade between nations.  

The principle of comparative advantage and the gains from unrestricted free trade gain 
support report from economists from the entire political spectrum because of its logical 
properties. Nobel Prize winning economist Paul Samuelson proposed that the Ricardian 
theory of comparative advantage is one proposition in all the social sciences that is both 
‘logically true, and not trivial’ as attested by the thousands of important and intelligent 
persons “who have never been able to grasp the doctrine for themselves or to believe it after 
it was explained to them.”6  The left-wing Cambridge economist Joan Robinson compared 
retaliatory protectionist policies with “dumping rocks into your own harbour”7 in response to 
a trading partner dumping rocks into their own harbour to obstruct arriving cargo ships. 

The case for economies to maximise their economic welfare by specialising in what they are 
best at doing and trading with other communities to acquire the goods and services that in 
relative terms they are not so good, is as compelling at the start of the 21st century as it was 
at the start of the 19th century. This implies that in setting the schedule of rates for a UKGT 
to apply from January 2021, Britain should seek to unilaterally liberalise tariffs across the 
board. 

The case for removing tariffs are explored in the next section, but despite their general 
agreement, some economists have suggested that tariffs may enhance welfare if there is a 
need to protect ‘infant industries’ or where there are ‘market failures’. These exceptions are 
critiqued below, but in the case of the UK, existing tariffs of over 10% which are candidates 
for cutting in the UKGT, are applied as a result of the CET for Animal products; Dairy 
products; Fruit, vegetables and plants; Cereals and preparations; Sugar and confectionary 
products; Beverages and tobacco; Fish and fish products and Clothing. None of these can be 
classified as ‘infant industries’ in the UK. And besides – as we will explain – tariffs would 
anyway not be an effective means of supporting them. 

 

In focus: tariffs and prices 

The main implication of the policy presumption in favour of free trade is that the imposition 
of a tariff, no matter at what level, will have a negative effect on economic welfare by 
artificially raising the price of the protected commodity. This implies that in order to reduce 
the costs faced by domestic consumers and purchasers of imported goods as intermediate 
inputs, the UKGT should be removed. 

 
6 Samuelson (1969). 
7 Robinson (1937). 



 

 4 

The standard analysis of the effects of protection shows the impact of the imposition of an ad 
valorem tariff8 on the prices paid by consumers and the amounts of a commodity consumed 
in the country imposing the tariff. The distortion of consumption and production decisions 
away from the zero-tariff free trade case results in welfare changes. Domestic consumers 
face higher prices and purchase less of the commodity while domestic producers, 
encouraged by a higher price, produce more of the commodity at a higher resource cost than 
a foreign supplier. The additional resources used in production of the commodity would have 
been better employed elsewhere in the economy if not for the distorting effect of the tariff.  

The conventional model for evaluating the effects of tariffs on prices and welfare is based on 
the analysis of the demand and supply conditions for one single market. In Figure 1, as a 
hypothetical example, the domestic demand and supply conditions in the poultry market are 
given by the lines downward sloping demand curve D, showing that higher prices lead to a 
rise in desired purchases and an upward sloping demand curve S which shows that domestic 
poultry suppliers require a higher price to increase production because of rising costs. It is 
also assumed that the country can import as much as it wants at the world export price of 
poultry which is fixed at £1.5 per kilogramme.9  

Figure 1: the effect of tariffs on prices 

 

If there is no tariff at a price of £1.5 per kilogramme it is assumed that total demand for 
poultry by UK consumers will be D1 thousand tonnes per year, of which domestic producers 

 
8 There are many types of tariff, but an ad valorem tariff is a duty levied on the value of goods imported and is 
paid by the importer. 
9 This implies that the country’s imports of poultry are small in relation to world trade 
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supply S1 thousand tonnes and M1 thousand tonnes (D1-S1) are imported. The imposition of 
an ad valorem tariff of 50%, however, would raise the price of imported poultry to £2.25 per 
kilogramme and at that higher price the total domestic demand for poultry is assumed to fall 
to D2 thousand tonnes. The rise in the price of poultry incentivises domestic producers to 
expand supply to S3 thousand tonnes per year and only M2 (D2-S2) thousand tonnes are 
imported after the protective measure.  

The economic impact of the tariff is to reduce imports and the country’s trade deficit in 
poultry. The tariff has raised prices faced by consumers, reducing their real incomes, and it 
has produced welfare reducing distortions in production and consumption patterns. There is 
a loss of consumer surplus equal to the triangle A and there is a production distortion equal 
to the triangle B through the diversion of resources to production carried out at a higher 
marginal cost than the world export price. These welfare losses are only very partially offset 
by the government customs revenue from the tariff, the rectangle C, but in reality the size of 
this benefit is minimal – and would be reduced by the administrative costs of the tariff and 
the costs of rent seeking activity by the domestic producers of poultry lobbying for the trade 
restriction.  

Other trade restrictions with welfare effects include quotas and tariff rate quotas. An import 
quota limits the amount or monetary value of goods that a country can import of a particular 
period. Tariff-rate quotas resulted from the Uruguay Round Agreement on Agriculture. They 
are technically not regarded as quantitative restrictions because they are based on a two-tier 
tariff regime for affected commodities. Imports within the quota enter at a lower or zero (in-
quota) duty while a higher (out- of-quota) tariff rate is charged on imports above the 
concessionary level. The welfare impact depends on the excess demand for imports for a 
particular product, the size of the quota and the tariff rate, but in general the impact is 
inferior to free unrestricted trade. 

The standard model of the negative effects of the imposition of trade restrictions is usually 
demonstrated in a partial equilibrium looking at only one commodity, but the basic theory of 
comparative advantage has been extended in the two hundred years since Ricardo.  A leading 
survey of international trade theory affirmed that the robust result remains that, when there 
are many goods, different factor endowments and multiple trading partners, restrictions on 
trade are associated with higher prices and a reduction in economic welfare.10  

This prediction is also backed up by evidence. Tariffs raise the cost of imported products, 
although there will not always be a direct correlation and immediate correlation with the 
prices of finished products faced by consumers. Importers pay additional duties as a result of 
the tariff rise and may decide to pay the extra cost instead of passing them on immediately 
through supply chains reducing profit margins. The impact in the short run will depend on the 
elasticity of domestic demand for the products facing the tariffs, the availability of substitutes 
and the degree of competition in these markets, the level and expected duration of the 

 
10 Bhagwati (1965).  
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tariffs. In the long run lowering tariffs will almost always reduce prices, increase purchases 
and impact positively on jobs in industries other than those otherwise protected.  

There is a great deal of evidence from the US on the negative impact of tariffs because of the 
frequent tendency of Presidents to respond to calls for protection of sectoral interests by the 
unilateral imposition of duties or other trade restrictions. For example, in 1971, Richard 
Nixon imposed a 10% surcharge on dutiable imports; in 1977, Jimmy Carter placed a quota 
on shoe imports; Ronald Reagan pressured Japan for a “voluntary export restrain” on cars; in 
2002 George W. Bush imposed duties on steel; in 2009, Barack Obama placed a tariff on 
Chinese tyres and in 2018 Donald Trump began a major policy of tariff protection on a range 
of products which is still underway.  

Consumers have been harmed by all of these policies. In March 2002, President Bush 
imposed tariffs on imports of certain steel products with duties ranging from 8% to 30% from 
all countries except Canada, Israel, Jordan, and Mexico. The tariffs affected products used by 
U.S. steel-consuming manufacturers, including: producers of fabricated metal, machinery, 
equipment, transportation equipment, and parts; chemical manufacturers; petroleum 
refiners and contractors; tire manufacturers; and non-residential construction companies. 
One study estimated that the effects of higher steel prices stemming from the tariffs led to a 
loss of nearly 200,000 jobs in the steel-consuming sector, a loss larger than the total 
employment of 187,500 in the steel-producing sector at the time.11 

Most recently there have been an increasing number of studies investigating the impact of 
the tariffs imposed on $283 billion of US imports by the Trump administration in 2018. One 
recent study published in 2019 estimated that by December 2018 the consumers and firms 
importing foreign goods subject to the imposition were paying an additional $3.2 billion per 
month in tariff tax costs and the deadweight welfare loss as a result of inefficiencies from 
distortions were an extra $1.4 billion per month.12 Furthermore, the authors found that the 
tariffs are having negative secondary effects on the market power of US producers allowing 
to raise prices and mark-ups and to reduce the variety of products available to consumers. 
They estimate that the combined effect of input and output tariffs have increased the 
average price of US manufacturing by 1 percentage point in comparison with an annual 
average rate of producer price inflation of just over 2 percentage points between 1990 and 
2018. 

The theory and the evidence show that tariffs distort markets, push up prices and deflect 
production to inefficient producers creating “deadweight” welfare losses. These are all first-
order negative costs based on static models, but tariffs can also provoke second order effects 
through retaliation which adds to costs in other markets and have other dynamic impacts. In 
the long-term protection can discourage innovation, reduce labour productivity and 
economic growth. There is much evidence that during the 1930s the general imposition of 
tariffs had a harmful effect on world trade and output and the IMF have openly stated that 

 
11 Francois and Baughman (2003). 
12 Amiti,Redding and Weinstein (2019). 
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the tariffs imposed by Trump in 2018 have slowed global GDP growth. 13 This has created a 
renewed interest in the macroeconomic impact of tariffs given that the US administration is 
using tariffs not just to protect specific sectors, but to try and correct trade imbalances with 
China. A recent IMF Working Paper14 in a study of 151 countries over the period 1963 to 
2014 has found evidence that in the medium-term tariffs to statistically significant declines in 
output, productivity and higher unemployment and inequality with only marginal effects on 
the balance of trade. 

 

Counter arguments 
 

‘What about infant industries?’ 

Despite the support for the theory of comparative advantage a number of economists over 
the years have proposed cases when it may be optimal to protect an industry using a tariff. 
The ‘infant industry’ argument is based on the idea that the temporary protection of an 
industry is needed to allow it to enjoy economies of scale in the domestic market reducing 
costs and making it more capable of competing fairly with foreign competition.15 

Historically the mercantilist case for imposing tariffs on imports was proposed in by 
Alexander Hamilton, US Treasury Secretary. In 1791 Hamilton presented a Report on 
Manufactures16 to Congress, arguing in favour of using differential tariff rates – raising some 
tariffs on imported manufactures and lowering some tariffs on imported raw materials – as a 
policy measure to promote the development of manufacturing in the newly independent 
United States. Most of these policy measures – which included raising duties on a range of 
products including iron, steel, firearms, glue, printed books, sail cloth, brass, tin and copper 
wares and reducing tariffs on sulphur, wood, raw copper, raw silk and academic books – were 
implemented by Congress within six months of the report. 

The infant industry argument was developed further by the German economist Friedrich List 
who noted the use of tariffs in the United States17 and criticising Adam Smith he stated that 
protection and state direction were needed to promote national economic development.18 
The infant industry thesis has been used to justify the industrialisation of the United States 
and Germany during the nineteenth century behind tariff walls. It reappeared as a 
development strategy for emerging economies in Latin America, Asia and Africa in the 
twentieth century based on what is known as the Prebisch-Singer thesis named after a 

 
13 IMF (2019). 
14 Furceri, Hannan, Ostry and Rose (2019). 
15 Mikic (1998). 
16 Hamilton (1791). 
17 List (1827). 
18 List (1837). 
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German born British economist and an Argentine banker and became known as the 
‘structuralist school’ of development.19   

Many developing countries and some developed economies including Australia, adopted the 
policy of Import Substitution Industrialisation (ISI) which runs directly counter to the theory 
of comparative advantage. In order to break the reliance of a developing economy on the 
export of primary commodities in which it had a comparative advantage, ISI involves the 
imposition of differential tariffs on the importation of finished manufactured products and 
intermediate inputs combined with import quotas and government subsidies in order to 
encourage domestic production. The intention was to reduce dependency on foreign 
manufactures and to conserve currency reserves by capital controls until local industries 
were competitive with foreign suppliers. 

The evidence in favour of the infant industry argument for protective tariffs is not particularly 
strong. Germany and the United States industrialised behind tariff walls during the 
nineteenth century while the United Kingdom’s economy, particularly after 1860, grew on 
the basis of free trade. However, all three economies had access to expanding markets, 
external in the case of Britain and internal for Germany after Unification in 1871 and in the 
United States with the rapid westward expansion after the Civil War.  

In contrast, the ISI policy is generally accepted to have failed as a development policy in the 
twentieth century.20 In direct contrast to the theory of comparative advantage, countries 
adopting the tariff based ISI growth strategy specialised in inefficient higher cost industries 
and generally enjoyed short-term gains at the cost of long-term development. In Latin 
America import substitution behind tariff walls was found to be “unsustainable” over time 
generating “high social costs” distorting exchange rates and leading to currency shortages.21 
In Africa, ISI policies spectacularly failed to raise the share of manufacturing in GDP across 
most of the continent and by the late 1980s, and as a result of pressure by the IMF and the 
World Bank22 there was a move away from protectionist policies in the developing world.  

The most potent criticism of the ‘infant industry’ argument for tariffs is that although meant 
to be temporary, in reality few infants ever grow up – they maintain cost structures that are 
unable to face foreign competition. In the nineteenth century John Stuart Mill23 conceded 
that the presence of dynamic learning effects that are external to firms may lead to a case for 
a tariff to protect an infant industry, but he stated that protection must be temporary until 
the industry matures and becomes viable without a tariff. Fifty years later Charles Francis 
Bastable added a further condition that cumulative net benefits provided by the protected 
industry exceed the cumulative costs of protection. The so-called Mill–Bastable Test of the 
merits of protecting an infant industry is difficult to apply in practice, 24 but subsequent 
developments in the literature suggest that if political forces insist on the nurturing of infant 

 
19 Toye and Toye (2003). 
20 Sachs and Warner (1995). 
21 Franko (2007). 
22 Mendes et al (2014) 
23 Mill (1848). 
24 Kemp (1960) and Corden (1997). 
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industries, then production subsidies are anyway preferable to tariffs or quotas as they avoid 
the distortion of consumption patterns.25 

 

‘What about market failures?’ 

The theoretical case for the welfare benefits of free trade is overwhelming and there are 
many proofs generalising from the basic model of David Ricardo that multilateral trade 
carried out with zero tariffs will lead to a first best optimal solution in terms of economic 
welfare.26 Nevertheless, it has been argued that trade restrictions in the form of protective 
tariffs are sometimes necessary in case of market failures: imperfect competition or 
externalities where there are either social costs that would be exacerbated by free trade or 
unexploited social benefits.   

One trade theorist argued as long ago as 1950 that in in the presence of market failure free 
trade may not always be a first best policy.27 In this case, he argued, tariffs or protective 
measures which deal with such cases of domestic market failures may be welfare enhancing. 
In the 1980s some leading economists including Paul Krugman, the proponents of ‘strategic 
trade theory’, proposed that active responses to foreign protection through reciprocity or 
support of exporters may be needed to prevent reductions in domestic welfare.28  

A market failure implies that the private and social costs and benefits of an economic activity 
have diverged. For example, free trade may result in long-term underemployed or 
unemployed labour in a sector who for reasons of age, geography or skills may not be 
transferred to a more productive part of the economy. Alternatively there may be innovative 
industries whose output has positive benefits for the economy, but if firms cannot capture all 
of the surplus when deciding on production levels, there will be an under provision. In this 
case there will be an unexploited marginal social benefit from additional output not captured 
in measures of producer surplus. In contrast, free trade may lead a country to excessive 
specialisation in activities that generate social costs with a negative impact on the domestic 
and the global environment. For example, deforestation in Brazil, Indonesia and in a number 
of African countries.29 

A domestic market failure implies product markets are not functioning efficiently – 
particularly labour markets. The employment impact of free trade and the case for using 
trade policy to protect jobs has been a go-to argument for politicians. Nevertheless, the use 
of tariffs to correct a domestic market failure is a flawed policy and according to case studies 
of sectors in the United States such as steel, sugar, electronic products, textiles and apparel it 

 
25 Melitz (2005). 
26 Samuelson (1960). 
27 Haberler (1950). 
28 Brander (1986), Krugman (1986), (1987). 
29 Sturgess (2019). 
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has been shown almost impossible to construct a welfare maximizing policy based on 
protection.30  

In a classic paper, written in 1963 by the leading international trade theorist Jagdish Bhagwati 
and a collaborator31, it was proven that it was optimal in both a first best and second best 
sense to tackle any distortion or market failure in a domestic economy at source. This means 
correcting any divergence by applying a tax or subsidy rather than a tariff. According to a 
later assessment endorsed by an economist at the IMF, this paper’s analysis “narrowed 
dramatically the case for protection.”32 In Bhagwati’s own words: 

“Whereas earlier economists drew away from free trade and accepted protectionism in a 
knee-jerk fashion when faced with market failures, today’s economists say, fix those failures 
through appropriate policies and simultaneously get on with free trade. Free trade and these 
market failures then become bedfellows.”33 

The problem in facing this fundamental proposition is that consumers benefit unequivocally 
by zero or low tariffs through lower prices as do those industrial sectors using imported 
products in the value-added process, but these benefits are distributed spatially and over 
time. In contrast, the short-run losses in profits and employment in the higher cost sectors 
which face foreign competition are more concentrated and visible and so attract attention 
from those immediately effected and their political representatives. The weight of opinion 
among professional economists is that the welfare gains far outweigh any short-term losses. 
Economists in the IGM Survey mentioned above were asked whether gains from freer trade 
in the long run “were much larger than any effects on employment” – 4% of respondents 
were uncertain, and even amongst the 96% who agreed with the proposition, short run costs 
and dislocation effects were frequently cited as potential problems. 

It would be wrong to argue that increased exposure to international trade does not produce 
shocks creating winners and losers. The increased penetration of Chinese manufacturing 
products in world markets after its accession to the WTO in 2001 has had a large positive 
impact reducing the costs of consumer goods and intermediate goods used in manufacturing 
processes in many sectors across the world.  Nevertheless, there has also been large negative 
impacts on employment and wages in many countries with the short-term transition period 
often lasting up to a decade in some sectors.34 One study of the impact of Chinese trade on 
some sectors in the UK covering just under a decade found that workers earnings decreased 
and long-term unemployment rose, but real consumption rose significantly due to falling 
prices.35 Mitigating market failures in segments of the labour market through protection 
comes, therefore, at the real cost of a potential loss of benefits spread across the entire 
country. 

 
30 Irwin (2002). 
31 Bhagwati and Ramaswami (1963). 
32 Subramanian (2005) 
33 Bhagwati (2000). 
34 Ebenstein et al (2015), Autor et al (2016). 
35 Pessoa (2016). 
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But the cost of shielding industries through shocks is prohibitive. In the case of the tariffs on 
Chinese tyres imposed by the Obama administration in 2009, a later study by the Peterson 
Institute estimated that although the trade restrictions saved a maximum of 1,200 jobs, the 
total cost to American consumers resulting from higher prices was around $1.1 billion in 
2011.36 This comes out at $900,000 per job, but the additional money spent by consumers on 
tyres reduced purchases on other goods reducing employment in retailing. Furthermore, 
retaliation by China on chicken parts led to reduced sales of around $1 billion in the poultry 
industry. The implication is that the market disruption to the tyre industry would have been 
better dealt with – if politicians so desired – by other more direct means as opposed to a 
tariff. 

One of the most controversial misuses of tariffs to correct market failures is in the field of 
agriculture. The European Union’s Common Agricultural Policy (CAP) imposes high tariffs on 
imported agricultural products encouraging domestic production at the expense of imports, 
but this has led to environmental problems such as soil erosion, water pollution, loss of 
wildlife habitat and the excessive emission of greenhouse gases including carbon dioxide and 
nitrogen dioxide among other problems.37 

Protective tariffs exacerbate the market failures stemming from agriculture so using the 
resources generated by the loss of consumer surplus and productive distortions to correct 
failures is not a solution. At present the CAP generates funds from protective tariffs and 
money is used to correct environmental problems it causes by making direct payments to 
farmers based upon the amount of agricultural land they own. This violates the prescription 
of most economists.  

In the UK there are plans to maintain payments to farmers at current levels, but to make a 
transition change away from the CAP regulations to a new system of environmental land 
management contracts which will detail the terms and conditions under which farmers and 
land managers will receive funding. The UKGT should move away from the EU’s CET and 
reduce tariffs significantly on agricultural products since the appropriate remedy for a 
domestic market failure is a tax or subsidy aimed directly at the source of the problem.  

 

‘What about leveraging trade negotiations?’ 

Influenced by political economic factors, trade policy is vulnerable to capture by special 
interests. As Dani Rodrik explains: "Why do governments erect barriers to international 
trade? Because the beneficiaries of trade protection are concentrated and politically 
influential, while consumers are diffuse and disorganised."38 As such, most countries identify 
“sensitive sectors”, which they aim to protect in the context of negotiating preferential trade 
agreements. In the quid pro quo “art-of-the-deal”, trade negotiators tend to treat these 
sectors as assets – a means for leveraging market access and liberalisation in the other party. 

 
36  Hufbauer and Lowry (2012) 
37 Brunner and Huyton (2009). 
38  Rodrik (2018) 
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In other words, tariffs are often defended on the grounds that they act as an important 
incentive for other countries to seek preferential trade agreements. But this claim deserves 
critical examination. 

There is a vast difference in the timing and size of the economic benefits of following a model 
of what has been called “mercantilist reciprocity”39 and true free trade. The benefits of trade 
depend on the value of imports that can be purchased for a given unit of exports and 
impeding access to the goods and services provided by people in other countries while 
negotiations continue only reduces the enjoyment of these benefits.  

Furthermore, in modern trade agreements virtually all tariffs anyway fall to zero – it is 
generally a “known known” outcome. Tariff-rate quotas (TRQs), however, are a real 
exception to this. Trade negotiators are experts at tying TRQ liberalisations (typically in 
processed agricultural products) to concessions in other areas. But as we have established, 
tariffs are costly for one’s own economy, so the negative effect on consumers in the 
meantime needs to be seriously factored in.  

Although the reasoning almost always explicitly refers to political rather than economic 
factors, maintaining TRQs until the other side “concedes” something else can still serve to 
endorse the damaging and false narrative that tariffs aren’t costly for one’s own economy, 
they’re costly for the other. 

It is also important to note that – even outside the multilateral system – leverage is not the 
only tool available to those seeking to open up foreign economies. Indeed, a number of 
smaller economies – possessing relatively small market access offers – have been amongst 
the most successful trading countries in the world. New Zealand, in particular, has been an 
exemplary practitioner of the Concerted Open Plurilateralism40 approach. This strategy 
involves constructing deep preferential agreements with a few like-minded partners, in such 
a way that other WTO members may join at a later stage.  

Indeed, Concerted Open Plurilateralism is the story behind the CPTPP. Seeing that the 
multilateral system was moving too slowly, New Zealand, Singapore, Chile and Brunei came 
together to sign the Transpacific Strategic Economic Partnership Agreement (TPSEP) in 2005. 
This agreement laid the foundations for the CPTPP: the world’s “gold standard” trade 
agreement, covering 11 countries, 500 million people and 13.4% of global GDP.41   

This success proves that large market access offers are not required for the achievement of 
an ambitious trade policy that opens up foreign economies. HMG has the opportunity to take 
this strategy forward. Rather than relying on leveraging threats of protectionism through 
tariffs – which are anyway deleterious to one’s own economy – the UK should instead choose 
to rely upon intelligent political entrepreneurship and good economic diplomacy. 

 
39 Ikenson, Lester and Hannan (2018). 
40 See Joint Statement on UK adoption of COP at 
http://ifreetrade.org/publication/joint_statement_on_uk_participation_in_the_depa_and_cop_strategy 
41 Lee-Makiyama and Elms (2018) 
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