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Lessons Learned from Recent 
Events
• Trump Trade Policies
• Brexit
• Pandemic
• Future of the World Trading System
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Trump Trade Policies

• Importance of President
• US law loopholes
• Tariff exemptions
• Silence of hurt industries
• Tactic of extortion
• Public & official unawareness
• US as small country
• Trade re-routing
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Trump Tariffs
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Source: CNBC.com
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US Trade Laws
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Source:  traderiskguaranty.com
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Source:  traderiskguaranty.com
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Source:  traderiskguaranty.com
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Source:  traderiskguaranty.com
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Source:  traderiskguaranty.com
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Source:  traderiskguaranty.com
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Tariff Exemptions
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Source:  
Nikkei 
Asian 
Review

U.S. Trade Representative Robert Lighthizer, whose office 
recently approved the first tariff exclusions. © Reuters
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Tariff Incidence
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• Tariff raises price at home and 
lowers it abroad:
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Tariff Incidence, Large Country
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• Tariff 
– raises price at home and 
– lowers it abroad:
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Tariff Incidence, Large Country
• Welfare effects Welfare effects of a large-

country tariff, starting 
from free trade
• Home:

Private  loses −(a+b)
Gov’t gains +(a+c)
Country: + c − b

• Foreign
Private  loses −(c+d)

• World loses −(b+d)



www.fordschool.umich.edu
21Source:  Amiti, et al. 2019. 



www.fordschool.umich.edu

Tariff Incidence, US
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• Tariff 
– raises price at home almost by full tariff 
– lowers it abroad hardly at all:
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Trade Re-Routing
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Source:  Liu & Shi, 2019 
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Source:  Moehr, 2018 
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Brexit

• British public dislike of EU
• EU membership so complex
• EU country sub-units have power
• UK trade deals
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Source:  NYT
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Brexit Issues

• Five Biggest
– Trade
–Migration
– Divorce bill
– Rights of Citizens
– Border with Ireland
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Brexit Issues

• And many others
– Fisheries
– Agriculture
– Airlines
– Digital services tax
– Financial regulation
– Bank “passports”
– Employment right
– Refugees
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EU has trade agreements with many countries.  
UK loses these with Brexit.
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UK is now negotiating many agreements to replace the EU agreements.
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Pandemic

• Too much specialization with free trade?
• Unsure about policy response
• Adds to distrust of trade
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Source:  Bloomberg, Jan 31, 2020
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Plans to restart
As of Apr 22:

Ford:  None
GM: None
FCA:  sometime after 
May 3

Others:  See map
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Source:  Automotive News, March 25, 2020
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Source:  MSNBC Apr 20
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Source:  Economist, Feb 15, 2020

The new coronavirus could have a lasting 
impact on global supply chains
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Future of World Trading 
System
• Multilateral agreements already lost
• WTO dispute settlement broken
• Loss of US as global leader
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Any Questions?
Alan V. Deardorff

Ford School of Public Policy
University of Michigan

alandear@umich.edu
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