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Pros and Cons of Tariffs

Tariffs are simply defined as custom taxes which governments charge on imported goods. The tax is normally a certain percentage of the entire cost of the product, which is inclusive of both freight and insurance costs. Tariffs are also known as customs, import fees or import duties. Tariffs are mainly on imported products although on rare cases, they can be charged on exports. Tariffs are set by the sovereign states, and in particular, in the United States, the Congress sets them. Normally, governments enforce tariffs on gods and services with the aim of achieving certain agendas such restricting importation of despicable substandard goods (Brown, Deardorff, & Stern, 2002). Although tariffs are important to the governments, they have various advantages and disadvantages that come along with them. 
Tariffs help governments in ensuring the increase of import price. The higher import prices give an advantage to domestic products which are in the same market with the imported ones. In that way, it is clear that tariffs are best in protecting the industry of a nation. Different countries impose different tariff rates based on the industry they would want to protect. Apart from tariffs, governments also charge local taxes, sales taxes and other custom charges. Mostly, these taxes are collected during the custom clearance period (Rajan & Sen, 2002). Countries do not only impose tariffs, but they can also waive them when they agree on free trade with each other. For example, the United States has a high number of trade agreements with more than twenty other nations. Actually, many of the smart businesses in the United States target their exports to the countries with free trade agreements. The trade agreements are very important in ensuring execution of an intelligent entry strategy in the market. The free trade agreements also benefit the foreign customers as they have to pay less for the US exports. The United States has the Harmonized Tariff Schedule, which lists the different tariffs for specific categories of the United States imports. The harmonized tariff is based on international trade and it allows countries to uniformly and effectively classify trade goods. It is clear that tariffs are in one way or another advantageous in trade between nations. The following are the pros and cons of tariffs in details:
Pros

To start with, tariffs are important in protecting local industries. They are actually imposed in order to restrict imports and ensure that the local industries are protected from collapsing. If importation is not controlled, all goods and products will be imported and the local industries will not have anywhere to sell their products and they can easily collapse. Tariffs therefore discourage foreign industries from bringing in cheaper goods hence ensuring the local industries produce and sell. Apart from protecting local industries, tariffs also save jobs. Research shows that tariffs play a critical role in ensuring that local jobs are protected. When tariffs are imposed, the much inflow of foreign goods is restricted, which promotes the growth of local industries hence creating jobs for the local citizens in the industries. When a nation is able to grow its industries and manufacture its own goods, employment to the local citizens is automatically created. Therefore, tariffs not only save jobs, but also create employment (Rajan & Sen, 2002). 
Importantly, tariffs play a critical role in the trade industry by encouraging fair play between nations. If tariffs are not imposed, many of the small economy countries may never sell because the developed countries with bigger economies have a lot to sell. Tariffs therefore set control measures on imports making it easier for the developing countries to grow their industries to such levels like the developed and be able to export their goods too. After ensuring fair play in the market, tariffs also ensure the strengthening of local economies. Local economy is strengthened when local industries are allowed to grow and manufacture local goods and services (Brown, Deardorff, & Stern, 2002). 
Many countries are facing the risk of having high deficits because high importation and low manufacturing. Tariffs are therefore imposed to prevent infiltration of a market with foreign goods and services. When many of the goods consumed in a country are locally produced, the deficit economy is highly reduced. However, through charging tariffs, undesired goods cannot be imported into a country because tariffs increase prices of the imported goods. One would therefore import quality and the most desired goods which would easily sell. In addition, when the undesired goods are restricted from being imported, countries are protected from being recipients of rejected goods. Simply they are protected from being dumping sites of other countries (Grubert & Mutti, 1991). 
Additionally, tariffs are important for expansion of economies. They play important roles in ecumenical growth and expansion of a countries economy through things like job creation, deficit reduction and increasing revenue for governments. Tariffs assist in adding more revenue to the government because they increase the taxes charged on any goods and services a country would import. This therefore increases the revenue a country collects to run its affairs (Brown, Deardorff, & Stern, 2002). 
Cons

Despite the numerous advantages of tariff, it has several disadvantages. The first disadvantage of tariff is its effect of increasing taxation. As stated earlier, some taxes are imposed on goods and services while being imported hence increasing their prices. This leads to the second disadvantage of tariff which is discouraging imports. To some extent some countries are discouraged by the tariffs from exporting goods to other countries. This is a risk to some countries because it can lead to scarcity of goods and services. Additionally, tariffs discourage trade. They have an effect of discouraging trade between certain countries which may not be able to abide by the tariffs. However, the effect may advance from trading to affecting the long-term relationship of the countries (Brown, Deardorff, & Stern, 2002). 
Apart from affecting trade and relations, tariffs also eliminate variety of goods and services. Due to the control set by tariffs on importation of goods, it is with no doubt that few goods and services will be imported or exported into or to a country. This will highly reduce variety of goods and services among the consumers. Additionally, tariffs do not only reduce variety, but also reduce quality. Imposing of tariffs on goods from another country means that competition within that country is highly reduced. When competition is reduced, it becomes hard for the local producers to continue producing quality goods and services because they lack rivalry. When one lacks a competitor, he or she relaxes and does not improve. It is very commendable that tariffs are aimed at protecting the local companies from external competition. However, this deprives them competition, which is an essential healthy factor to boost them to producing quality products to the consumers (Grubert & Mutti, 1991). 
It is obvious that when extra levies are imposed, the price of imports also rises. Tariffs increase the price of goods imported into a country, hence, becoming expensive such that the local population may not be able to afford. Due to tariffs, foreign investment is highly affected. High tariffs discourage foreign investors from investing in a country. Anyone investing in any business expects to earn profits, therefore, when the price of importation is high and the population unable to buy the goods imported, the investor would not realize any profits. This will not only affect the investor, but it will also affect the economy of the country negatively since there isn’t direct foreign investment (Rajan & Sen, 2002). 
In conclusion, tariffs, being the taxes imposed on imported goods are to a larger extent aimed at protecting local industries from foreign industries which may offer cheap products. Tariffs are important to a country because they enable local production, and exports to other countries. In addition, tariffs play a very critical role of ensuring fair play in market between the developed and the developing nations. If control measures were not set, the developing nations may never get the chance to produce. Through tariffs, the local economy is strengthened. However, although tariffs protect local industries from rivalry, the absence of rivalry negatively affects the industries. They do not get the development in production which is most caused by competition. Tariffs also affect countries negatively through slowing the economies and encouraging low quality products and services. Other negative effects of tariffs include discouraging foreign investment due to high prices of products. They also affect the bilateral relations of the different countries. 
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