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In March of 2002, the United States government imposed tariffs on all imported steel, ranging from 8% to 30%. The reason for such drastic measures was to protect the American steel industry from other, cheaper steel importers, such as European and Asian steel. As a retaliatory measure, the European Union, and some Asian countries, such as Japan, Chain and South Korea in November of last year decided to impose tariffs on other American products, if the United States government doesn’t eliminate the tariffs on steel imports.

If a government imposes tariffs, or taxes on certain products, it protects its domestic industry from foreign competition, as the foreign good is more expensive due to the tariffs imposed on it.










As is seen from the graph, the taxes imposed at Pt make the imported good much more expensive as was the case before at Pe. Because the price rose, the demand drops to Qe2, while the supply of the good stays the same. This creates a large surplus, which is ultimately bad for the producer. Yet such a measure does help domestic industries, as it promotes the use of domestic steel, rather than imported steel. 

Yet there are downsides to such a policy. If the domestic industries are so well protected by the government, the steelmakers have very little incentive to start producing better quality products and to become more efficient; the very reasons why they were needed to be protected in the first place. In effect, the quality of steel stays the same, and because of the lack of foreign competition, the market will be dominated by steel monopolies, which are not capable of competing with their foreign counterparts. As a result, these steelmakers will have the ability to sell their steel at prices of their choosing, thus resulting in negative consequences for other firms, as well as the consumers. In fact, as the article mentions, “more jobs have been lost in steel consuming industries than have been saved among steelmakers.” The reason for this is due to the higher expenses paid by steel consuming firms for raw materials, causing the companies to introduce cost cutting measures which lead to layoffs. Therefore, the government’s goal of protecting jobs in the steel industry completely defeats its purpose, as people from steel consuming industries loose their jobs. The consumers are also hard hit, as steel the price of steel products are forced to rise, due to the higher price of steel.









Because the price of steel increases, and steel consuming firms are forced to implement cost cutting measures, they limit the amount of steel they buy from the steel industry, and as a result cut the production. This causes the supply line to shift to the left, as the supply decreases, pushing the prices up. This ultimately harms the consumer, as they are resorted to purchasing a product of lower quality at a higher price.
If the United States government doesn’t discard these tariffs, other countries, which export steel to the US have threatened to act likewise. The difference being that the tariffs are not limited merely to the steel imports, but other industries as well. Examples are Harley Davidson motorcycles, citrus fruits and textiles. In the event of such tariffs imposed on US goods, the economic impact may be greater on the US, as the tariffs are aimed not only on steel imports, but in other critical sectors of industry as well, which may cause an even greater economic backlash for US consumers, as well as European and Asian consumers. An alternative to such a policy would be for the government to invest in the steel industry, so it would be able to develop technologically, for the industry to be able to compete with foreign competition. 
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Supply and Demand On Imported Steel





Pe2





Pe





Pt





Qe2





Qt





Supply and Demand of Cars








