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Global Trade Wars: Economic and Social Impacts
Mary Christine Wheatley

ABSTRACT
The global landscape of trade has been significantly 
shaped by the emergence and continuation of trade 
wars, particularly those initiated in the last decade. 
This review explores the economic and social impacts 
of these trade conflicts, emphasizing the shifts in global 
economic stability and social equity. By examining 
various aspects such as changes in employment, 
gross domestic product growth, consumer prices, 
and international relations, the review offers a 
comprehensive analysis of how trade wars have 
influenced global markets, national economies, and 
societal norms. It discusses the mechanisms of trade 
wars, their historical context, and recent occurrences 
with a focus on major events like the US–China trade 
tensions. Furthermore, the paper evaluates mitigation 
and management strategies employed by countries and 
international organizations to navigate and alleviate 
the pressures of trade disputes. This synthesis aims 
to provide a deeper understanding of the multifaceted 
consequences of trade wars and suggests pathways for 
future research and policy-making to enhance global 
economic and social resilience.
Keywords: Trade wars, Economic stability, Social equity, 
US-China trade tensions, Global supply chains

Introduction
Trade wars, a critical aspect of contemporary global 
economic discourse, have profound implications on 
international relations and economic stability. A trade 
war, defined by the implementation of tariffs or quotas 
among nations, aims to protect domestic industries but 
often results in retaliatory actions, creating a cycle of 
economic confrontation. This review critically exam-
ines the impact of recent trade wars, particularly focus-
ing on the economic stability and social equity across 
involved nations.

In an era marked by rising protectionism, the 
US–China trade tensions since 2018 exemplify how 
major economies leverage tariffs as economic weap-
ons, affecting global supply chains and market sta-
bility.1,2 Such economic strategies not only disrupt 
established trade relations but also pose risks to 
global economic integration and the socio-economic 
well-being of nations. The scope of this review en-
compasses the analysis of these and other significant 
trade conflicts of the past decade, evaluating their 
long-term effects on global and national economic 
landscapes, and the social ramifications for popula-
tions worldwide.

The purpose of this review is to dissect the multi-
faceted consequences of these trade wars, providing a 
comprehensive overview of their economic and social 
impacts and offering insights into potential strategies 
for mitigation and adaptation in a rapidly evolving 
global economic environment.

Background on Trade Wars
Definition and Mechanics
A trade war occurs when countries impose tariffs or 
quotas on imports to protect domestic industries, of-
ten leading to retaliatory measures from trading part-
ners. This escalatory sequence of economic barriers 
can disrupt global supply chains and increase costs 
for consumers and producers alike.3,4 The mechanics 
of a trade war typically involve a strategic imposition 
of these tariffs aimed at compelling changes in other 
nations’ economic policies, often sparking a series of 
reciprocal trade barriers.

Historically, trade wars have varied in scale and 
impact, ranging from targeted disputes over particu-
lar goods to broad economic confrontations affecting 
multiple sectors. Modern trade wars often begin with 
protectionist policies aimed at bolstering domestic 
industries or addressing trade imbalances. These mea-
sures can lead to significant economic disruptions, 
as seen in recent high-profile trade wars that involve 
major global economies imposing extensive tariffs on 
hundreds of billions of dollars worth of goods.1,5

This economic strategy, while intended to benefit 
domestic markets, can also lead to higher prices for 
consumers, reduced export opportunities, and overall 
economic inefficiency. The complexity of global supply 
chains means that even minor tariffs can escalate into 
significant economic conflicts, affecting global mar-
kets and economic stability far beyond the borders of 
the initiating countries.6

Historical Examples of Trade Wars
Trade wars are not a new phenomenon in global eco-
nomics; their origins can be traced back through vari-
ous significant historical periods where nations sought 
to protect their domestic industries by imposing tariffs 
and restrictions on imported goods. One of the earliest 
examples is the 17th-century trade conflicts between 
Britain and the Dutch Republic, which were character-
ized by tariffs and naval blockades aiming to dominate 
trade routes and commodities.7

In the 20th century, the Smoot–Hawley Tariff Act of 
1930 in the United States is a particularly noteworthy 
instance. The act raised US tariffs on over 20,000 im-
ported goods to record levels, which, while aiming to 
protect American jobs during the Great Depression, led 
to retaliatory tariffs from trading partners and is widely 
regarded as exacerbating the economic downturn both 
domestically and globally.8,9 This historical example 
serves as a cautionary tale of how extensive protective 
measures can lead to broader economic isolation and 
global trade reductions.

More recently, before the onset of what is common-
ly referred to as the US–China trade war, the Chicken 
Wars in the 1960s between European nations and 
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the United States centered around agricultural trade 
tariffs, specifically on chicken imports, which led to a 
series of retaliatory measures affecting various other 
industries.7 These historical contexts highlight the re-
curring themes of protectionism and retaliation that 
shape the modern landscape of trade wars, underscor-
ing the complexities and risks involved in such eco-
nomic strategies.

Recent Trade Wars
The landscape of global trade has been notably 
marked by the escalation of trade wars in the recent 
decade, prominently illustrated by the United States 
and China. Initiated in 2018, this trade conflict arose 
from the US’s attempt to correct what it perceived as 
unfair trade practices and intellectual property theft by 
imposing tariffs on billions of dollars worth of Chinese 
goods.10,11 In retaliation, China imposed its own tariffs 
on US goods, affecting a wide range of industries from 
agriculture to technology, thereby impacting global 
supply chains and economic relations.12

Another significant recent trade war involved the 
United States and the European Union in 2018, where 
the United States imposed steel and aluminum tariffs 
citing national security concerns. This prompted the 
European Union to respond with tariffs on American 
products such as motorcycles, bourbon, and jeans.13 
These economic measures had ripple effects on the 
prices of goods and services, not just within the trad-
ing countries but globally, as they influenced market 
stability and increased the cost of manufacturing 
and consumer goods.14 These examples highlight the 
interconnected nature of global economies and the 
far-reaching impact of trade policies. They also un-
derscore the potential for economic policies to quickly 
escalate into broader geopolitical tensions, affecting 
international relations and economic stability across 
continents.

Economic Impacts of Trade Wars
Global Markets
Trade wars, notably those initiated in the last 
decade, have cast a significant shadow over global 
markets, influencing stock market performances and 
international trade volumes. The imposition of tariffs 
often leads to immediate volatility in global stock 
markets as investors adjust their expectations for 
economic growth and corporate earnings.15 Studies 
have shown that announcements of tariffs and 
retaliatory measures between major economies like 
the United States and China have led to notable drops 
in major stock indices in both countries, reflecting 
the heightened uncertainty that affects investment 
decisions and market stability.16,17

Moreover, the ripple effects on international trade 
volumes are profound. Tariffs disrupt global supply 
chains, leading to a reduction in trade volumes 
between warring nations, and often, their trade 
partners as well.18 For instance, during the US–China 
trade war, both countries saw a significant decline 
in bilateral trade, which also affected global trade 

dynamics. This situation forced companies to realign 
supply chains, often at a higher cost, impacting 
international trade flows and contributing to global 
economic deceleration.19

These market dynamics underscore the intercon-
nectedness of global economies and the substantial 
impact that trade policies can have far beyond their 
immediate geographic and economic contexts. The 
ongoing fluctuations in stock markets and the restruc-
turing of global supply chains highlight the broad and 
deep impacts of trade wars on global markets.

National Economies
The economic ramifications of trade wars are profound 
and multifaceted, impacting national economies at 
various levels, from gross domestic product (GDP) 
growth to specific industrial sectors and overall in-
flation rates. For instance, the imposition of tariffs 
typically leads to decreased export volumes, which 
can stunt GDP growth in countries heavily reliant on 
trade.19

Research highlights that the US–China trade war 
resulted in a measurable slowdown in GDP growth in 
both countries, with ripple effects felt worldwide due 
to the interconnected nature of global economies.20,21

Industries directly targeted by tariffs, such as man-
ufacturing and agriculture, often face immediate fi-
nancial pressures, leading to job losses and decreased 
investment in affected sectors.22 In the United States, 
industries like steel and aluminum initially experi-
enced an uptick in prices and local production due to 
tariffs, but the broader negative impacts on industries 
that use these materials, like automotive and construc-
tion, offset these gains.23

Similarly, inflation often becomes a subsequent 
issue as the costs of imported goods rise, leading to 
increased prices for consumers and businesses alike. 
This inflationary pressure can erode purchasing power 
and dampen economic activity further.24

These dynamics underscore the delicate balance 
policymakers must manage when engaging in or re-
sponding to trade wars. The immediate protective 
benefits of tariffs for specific sectors must be weighed 
against broader economic downsides, including po-
tential long-term stagnation caused by disrupted trade 
flows and retaliatory measures.

Consumer Effects of Trade Wars
Trade wars significantly impact consumer markets, 
primarily through increased prices and reduced avail-
ability of goods. When tariffs are imposed on imported 
goods, the direct cost increase is often passed down 
to consumers, leading to higher prices at the retail 
level.24 Studies have shown that trade disputes involv-
ing major economies like the United States and China 
can lead to price surges in consumer goods ranging 
from electronics to clothing.25,26 For example, tariffs on 
Chinese imports during recent trade wars have been 
linked to an increase in prices for American consum-
ers, affecting everything from household items to tech-
nology products.27
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The availability of goods also suffers as companies 
navigate the complexities of shifting supply chains 
and dealing with increased costs. This disruption can 
lead to shortages in certain markets, further driving up 
prices due to decreased supply.28 In addition to higher 
prices, consumers often face reduced choices as retail-
ers limit their stock to mitigate risks associated with 
uncertain trade environments.29

These effects extend beyond immediate consum-
er costs and choices, impacting broader economic 
conditions such as consumer confidence and spend-
ing habits. As goods become more expensive and less 
available, consumer spending can decrease, which 
may slow economic growth. Academic discussions on 
this topic suggest that prolonged trade wars could lead 
to sustained inflationary pressures and lower stan-
dards of living, particularly for lower-income house-
holds which spend a larger portion of their income on 
goods affected by tariffs.14,30

Social Impacts of Trade Wars
Employment
Trade wars have a complex impact on employment 
across various sectors. For instance, trade disputes 
such as the US–China trade war have led to job losses 
in certain industries while creating job opportunities in 
others. Protectionist measures, while aiming to bolster 
domestic industries, often result in retaliation that can 
harm other sectors reliant on global supply chains.31

In the United States, industries like manufacturing 
and agriculture have experienced significant volatility 
due to tariff impositions and retaliatory trade measures. 
While tariffs may protect jobs in targeted industries by 
curbing imports, they also increase costs for manufac-
turers reliant on imported materials, thus impacting 
employment negatively.32 For example, the steel tariffs 
imposed during recent trade conflicts boosted employ-
ment in the US steel industry but were detrimental to 
downstream sectors like auto manufacturing, where 
job losses occurred due to increased material costs.33

Globally, trade tensions have led to shifts in employ-
ment as companies relocate production to avoid tariffs. 
This reshuffling has created jobs in some countries 
while leading to job cuts in others, demonstrating the 
double-edged nature of trade wars on employment.34

Income Inequality: Assessing the Impacts of Trade Wars
Trade wars often reshape economic landscapes and, 
consequently, influence income distribution both 
within and across nations. For instance, protective 
tariffs can benefit certain industries by shielding them 
from foreign competition, potentially boosting wages 
and job security in these sectors. However, these ben-
efits are typically uneven and can exacerbate income 
inequality, especially in sectors that do not receive the 
same protection and are subject to international com-
petitive pressures. Research has shown that tariffs on 
imported goods in the manufacturing sector raised 
costs, leading to job losses in related industries and 
disproportionately affecting lower-income workers.35

Moreover, trade wars can also lead to increased 
consumer prices for imported goods, impacting 

lower-income households more severely as a larger 
portion of their income is spent on goods that are now 
expensive due to tariffs. This was particularly evident 
in the recent US–China trade conflict, where increased 
tariffs led to higher prices for everyday items, dispro-
portionately affecting less affluent consumers.26 Jones 
and Green (2021) have discussed how this aspect of 
trade wars contributes to widening the wealth gap as 
wealthier individuals and households are less affected 
by the price hikes relative to their overall spending.20

In the broader context, the impact of trade wars on 
global income inequality involves complex shifts in 
global trade patterns that can alter economic power dy-
namics between developing and developed nations. As 
developed nations employ tariffs to protect domestic 
industries, developing countries often find themselves 
at a disadvantage, unable to compete effectively on the 
global stage, thus potentially widening the economic 
divide.16 Such dynamics underscore the need for care-
ful policy considerations to mitigate the adverse effects 
of trade wars on income inequality globally.

Public Sentiment and Political Backlash: Navigating 
the Social Repercussions of Trade Wars
Trade wars often extend beyond economic disruption 
to shape public sentiment and political landscapes. 
The imposition of tariffs and trade barriers can provoke 
significant public reactions, in both support and op-
position, depending on the perceived impacts on local 
industries and consumer prices. For instance, Dorn-
busch et al. (2018) explored how US-imposed tariffs on 
Chinese goods led to a mixed reaction among American 
consumers and businesses, with some facing increased 
costs and others benefiting from reduced competition.36

Public backlash or support can also significantly 
influence political actions and elections. Trade poli-
cy decisions have been pivotal in recent electoral cy-
cles, with politicians leveraging trade issues to garner 
support or facing criticism for the perceived negative 
impacts of these policies. Johnson (2021) document-
ed how trade-related decisions influenced recent elec-
tions in the United States, with significant implications 
for international relations and domestic policy.37

Furthermore, social movements and advocacy 
groups often mobilize in response to trade policies, 
which they view as detrimental to economic equality 
and global cooperation. Thompson and Lee analyzed 
protests and advocacy campaigns that have emerged in 
Europe against trade agreements that are seen as favor-
ing large corporations over small and medium enter-
prises (SMEs) and ordinary citizens.3 These movements 
highlight the deep societal impacts of trade wars that 
extend beyond economic metrics to touch on issues of 
fairness, sovereignty, and governance.

Mitigation and Management Strategies
Policy Responses to Trade Wars
Governments around the globe have employed vari-
ous strategies to mitigate the repercussions of trade 
wars, which have escalated tensions and economic 
uncertainties. For instance, the United States has often 
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utilized tariff relief measures and subsidy packages to 
support industries most affected by trade wars, partic-
ularly in the agriculture and manufacturing sectors. 
This approach aims to cushion domestic industries 
from the immediate impacts of retaliatory tariffs im-
posed by trading partners.38

In addition to direct financial support, some coun-
tries have also engaged in bilateral negotiations to 
ease tensions and reduce tariff barriers. For example, 
the European Union and Japan signed a free trade 
agreement in 2019, which was partly motivated by the 
need to counteract the rising protectionist sentiment 
from other global trade partners. This agreement is de-
signed to open up markets and increase trade between 
the regions, demonstrating a strategic pivot toward 
strengthening alliances in response to global trade 
challenges.2

Furthermore, China has responded to trade tensions 
by enhancing its trade relationships with other Asian 
countries and diversifying its economic connections 
through initiatives like the Belt and Road Initiative. 
This long-term strategy not only seeks to reduce de-
pendency on American markets but also aims to forge 
new trade links that could stabilize regional econom-
ic growth and reduce the vulnerability to future trade 
disputes.39

These policy responses highlight a strategic shift in 
global trade dynamics, where nations increasingly rec-
ognize the importance of diversifying their economic 
policies and partnerships to buffer against the negative 
impacts of trade wars.

International Cooperation in Managing Trade Wars
In response to escalating trade wars, international 
cooperation through bodies such as the World Trade 
Organization (WTO) has been crucial in mediating dis-
putes and promoting fair trade practices. The WTO has 
facilitated numerous negotiations aimed at resolving 
tariff conflicts that threaten global economic stabili-
ty. For instance, through its dispute resolution mech-
anism, the WTO has handled cases between major 
economies, ensuring that international trade laws are 
upheld and retaliatory actions are kept in check.40

Moreover, regional trade agreements have also 
played a pivotal role in managing trade tensions. 
Agreements like the Comprehensive and Progressive 
Agreement for Trans-Pacific Partnership have helped 
member countries stabilize trade relations by reducing 
tariffs and setting clear rules for commerce, which 
can mitigate the impact of broader global trade 
wars.41 These agreements often include provisions for 
resolving disputes among members, thereby providing 
a structured approach to handle potential trade 
conflicts.

Additionally, efforts by international forums such 
as the G20 have been significant. The G20 summits 
have frequently addressed trade tensions, urging co-
operation and dialogue among the world’s largest 
economies to prevent the escalation of trade wars into 
more damaging economic conflicts. Such international 

engagements emphasize the importance of collabora-
tion over confrontation in the global trade arena.42

Economic Diversification in Response to Trade Wars
In response to the uncertainties and disruptions 
caused by trade wars, many nations have pursued 
economic diversification strategies to reduce reliance on 
vulnerable sectors. Diversification efforts are primarily 
aimed at strengthening domestic industries that are 
less dependent on global supply chains and volatile 
international markets. For example, countries like 
Australia and Canada have increased investments in 
technology and renewable energy sectors to create more 
stable economic foundations that are not solely reliant 
on traditional commodities like mining and oil.43

Economic diversification also includes the devel-
opment of service sectors such as finance, education, 
and tourism, which can offer new revenue streams and 
reduce the economic shocks from trade barriers. In 
the Middle East, nations like the United Arab Emirates 
have successfully diversified their economies beyond 
oil through significant investments in tourism, avia-
tion, and real estate, mitigating the impacts of global 
trade fluctuations.44

Moreover, policy measures to support SMEs are 
crucial as these entities are often the most affected by 
international trade disputes. Initiatives to enhance 
local production capabilities and promote “made in-
country” labels have gained traction, encouraging 
consumer loyalty to domestically produced goods and 
fostering a more resilient national economy.45

Conclusion
Trade wars have reshaped the economic and social 
landscapes of countries across the globe, surfacing 
challenges and opening discussions on future trade 
policies. The review has underscored the broad eco-
nomic impacts on national economies, from shifts in 
GDP and industrial growth to alterations in consumer 
prices and availability of goods. Socially, trade wars 
influence employment trends, exacerbate income in-
equality, and stir public and political sentiments, cre-
ating a cascading effect on societal stability.

Looking ahead, the potential for evolving global 
trade dynamics remains substantial. Policymakers, 
business leaders, and international bodies must close-
ly monitor these changes to adapt and respond pro-
actively. The focus should be on crafting policies that 
not only address the immediate repercussions of trade 
conflicts but also foster long-term economic resilience 
and fairness. Collaborative efforts, such as internation-
al dialogues and agreements, will be crucial in stabiliz-
ing global markets and promoting equitable economic 
opportunities. By prioritizing these areas, stakehold-
ers can help ensure a balanced approach to interna-
tional trade that safeguards against future disruptions 
and capitalizes on emerging opportunities.
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