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Abstract

International trade between major economies shows an extremely dramatic imbalance, which threatens their future relations and is unsustainable in future. In spite of the prevailing view that tariffs and non-duty barriers are harmful to free trade and do not create Pareto optimum, there are economists who see benefits in using protectionism as a means to establishing equilibrium in the current account balance. Practices which are being announced by the new American administration should help equalize substantial Chinese trade surpluses. This article addresses the issue whether such policy can be successful. Both empirical findings and global economic practice prove that implementation of punitive tariffs, which often – in the best case scenario - lead to symmetric retaliation, is a double-edged weapon, and in the long term is not a useful tool to restoring the trade and current account balances. A tariff war can easily transform into a full-scale trade war with adverse consequences for currency and goods trade. It is mainly beneficial to certain domestic groups of stakeholders while, on international level, it means an attempt to weaken the position of other competitors in pursuit of the world leadership. 

