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Executive Summary

Today’s U.S. tariff policy is a continuation
of the protectionist trend started by
Donald Trump in 2016 and taken over by
Joe Biden in 2020: the Democratic and
Republican presidents had the same initial
problem, but while the former has simply
avoided comprehensive trade agreements,
the latter has taken a confrontational
stance.

The Trump tariffs are one of the pillars of
an economic policy intended to rebuild the
U.S. industrial base and to raise its wage
levels. Washington would reshape the
international trade system along these
lines.

The President's determination is shown by
the fact that so far with all tariffs he has
followed the script for managing a national
emergency or national security risk, and
that while he relies on his energy and tax
plans, he has not consider inflation,
recession and the stock market seriously.

Reciprocal tariffs against the EU are aimed
at getting Europeans to change their
market rules, referring to practices at the
EU and at national level alike.

The costs of Trump's tariff policy are felt
primarily in the political dimension, both at
home and abroad. From this perspective,
tariffs can be counterproductive in the
short term.

In his second presidential term, Donald Trump
has begun to apply tariffs conspicuously.
While the essence of the respective
presidential authority is about a targeted tariff
policy, the almost hard-to-follow Trumpian
announcements suggest a broad tariff war.
Accordingly, the aim of the analysis is to
review the Trump administration's tariff
policy, i.e. the views that have driven the
recently protectionist-like U.S. trade policy on
a confrontational path. It does not intend to
describe the international economic and
political consequences of the Trump tariffs
(which are unforeseeable), but to outline the
causes, objectives and types of protective and
punitive tariffs, particularly regarding Europe.

1. Introduction

Donald Trump announced the so-called reciprocal
tariffs on April 2, 2025, imposing them on almost
every country in the world. Many of the Republican
complaints behind the tariffs of at least 10% (or
20% in the EU’s case) are in line with the views of
previous Democratic administrations and should not
come as a surprise in light of Trump's rhetoric and
practice.

Still, introducing broad tariffs that complement
targeted tariffs within three days?® is an escalatory
step that aims to restructure the international
trading system as soon as possible. Hence, it is
worth examining why and how does the Trump
administration resort to these double-edged
weapons of US economic power, and what are the
calculations behind its determination.
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2. Rules and dynamics of the international order

2.1. Rule-based instead of liberal order

The Trump administration has begun to demolish the ‘liberal international order’ consisting of political
and trade institutions. Washington has apparently turned against its own system, but this is only a
partial truth: instead of ‘liberal’, it is more apt to use the term ‘rule-based’ order, and from a U.S.
perspective, this order is crumbling not because it were built on inappropriate values (democracy and
free competitive trade), but because the rules that enforce those values have been broken,
circumvented or exploited by many.

To use a paraphrase, the ‘Washington

consensus’ of today is that the United States had 300

applied low tariffs for decades (Figure 1.) and 200
Donald Trump is ready to sanction the trade
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liberalization is divorced from democratic (all products weighted, 1995-2021)°

accountability.* The American criticism also

applies to the international organizations responsible for enforcing the rules: the World Trade
Organization (WTO) has failed to enforce rulings that were in favor of the United States or it has
attempted to limit the U.S. right to make national trade laws.’

Washington wants to replace comprehensive and open-ended trade liberalization with a pragmatic
trade regime® that promotes the competitiveness of specific US sectors and in which rules can be
enforced. Moreover, the issue is not just about trade: in recent decades, the United States has
guaranteed the security of partners and routes in trade, while its market and currency have enabled the
former to increase their product exports and financial reserves. Although this military and financial
hegemony has its advantages, from a budgetary perspective it is unsustainable. As a solution, Secretary
of the Treasury Scott Bessent also calls for a rebalancing in trade: classifying partners according to their
security burdens and trade practices, and leveling the playing field with tariffs.’

2.2. Imbalanced dynamics

Washington is urging a restructuring because trade liberalization has exacerbated the decline of U.S.
manufacturing and the dependence of some industries on global production chains. As we enter a period
of intense geopolitical competition, the United States is seeking to develop its capabilities to meet future
military and economic challenges in its own region, in other words to rebuild its domestic industrial base

3 World Bank: Tariff Rate, applied, weighted man, all products (%) - United States, European Union, Canada, China,
Mexico. World Bank Group, 2025.03.31. [online, 2025.03.27.]

4 TAI, Katherine: Trade must transform its role in the social contract. Financial Times, 2024.05.28. [online,
2025.03.27.]

> President Barack Obama blocked the filling of the WTO Appellate Body (withdrawing his support from the U.S.
nominee in 2011, the Kenyan nominee in 2014 and the South Korean nominee in 2016). HART, Nina M. - MURRILL,
Brandon J.: The World Trade Organization’s (WTO’s) Appellate Body: Key Disputes and Controversies. Congressional
Research Service, 2021.07.22. [online, 2025.03.27.] p.2.

6 United States Senate Committee on Finance: Hearing to Consider the Nomination of Jamieson Greer, of Maryland,
to be United States Trade Representative, with the rank of Ambassador Extraordinary and Plenipotentiary. United
States Senate Committee on Finance. 2025.02.06. [online, 2025.03.27.] 00:57:00-00:59:10 minute mark

7 BESSENT, Scott: Remarks at the Economic Club of New York. U.S. Department of the Treasury, 2025.03.06.
[online, 2025.03.27.]
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and its resilience and become in Greer's words “a country of producers” again.® Vice President J.D.
Vance also calls for a "manufacturing comeback”: in his view, policymakers and economists have been
under the misconception that the U.S. economy’s position is secured in the upper echelon of the
international production chain. Yet in reality, the global periphery has caught up with the American
center not only in assembly but also in design, which was partly made possible by the network-effect
(i.e. transnational companies collaborating and sharing processes, intellectual products and even critical
labor). Thus, the U.S. economy is under pressure from two directions, and the way out of this trap is to
change its trade and immigration policies.’

Although the criticism of free trade began with Donald Trump, Democrats have also adopted a
protectionist thinking. While in 2016 Hillary Clinton labeled the losers of globalization “deplorables” for
having fled to the populist slogan of “"America First”, she too eventually backed out of the Trans-Pacific
Partnership prepared by Barack Obama, while in 2020 Joe Biden introduced a “foreign policy for the
middle class”. The Biden administration did not even attempt to negotiate comprehensive free trade
agreements, but instead focused on workers’ rights and environmental issues. Ironically, the last free
trade agreement ratified by Congress was Donald Trump’s renegotiation of NAFTA (or USMCA), with its
new elements, particularly on workers’ rights and dispute settlement mechanisms, being praised by
Democrats. In fact, President Biden also promoted an ‘industrial strategy’ that included embargoes,
tariffs and non-tariff measures: the most famous was the Inflation Reduction Act of 2022, which, among
other things, provided federal subsidies for the purchase of North American electric vehicles, which some
argue was a violation of respective WTO rules.!® Interestingly, the latter piece of legislation did not
receive a single Republican vote, not because of its protectionist "Buy American” principle, but because
of its appropriations for green transition and increased tax authority competencies.

A novelty of the Trump administration is the focus on another imbalanced dynamic: the evolution of
national debt. The level of public debt exceeded 100% of GDP in 2013 (Figure 2), and in 2024 the U.S.
interest payments (USD 882 bn) exceeded the defense budget (USD 874 bn).!! The interest payments
as a share of GDP (Figure 3) are an increasing burden on the budget.
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8 GREER, Jamieson: Opening Statement - Jamieson L. Greer Nominee for United States Trade Representative.
United States Senate Committee on Finance. 2025.02.06. [online, 2025.03.27.] pp.1-2.

° Vice President Vance also views the belief that cheap labor has been a blessing a misconception, because although
it has increased cost efficiency, it has also reduced the overall willingness of companies to innovate in technology.
VANCE, 1.D.: Remarks by the Vice President at the American Dynamism Summit. The American Presidency Project,
2025.03.18. [online, 2025.03.27.]

10 BURNS, Tobias: How Trump and Biden killed the free-trade consensus. The Hill, 2023.09.25. [online,
2025.03.27.]

1 HERNANDEZ, Fredrick: Why the National Debt Matters for National Security. Bipartisan Policy Center, 2024.11.14.
[online, 2025.03.27.]

12 Federal Reserve Bank of St. Louis: Federal Debt: Total Public Dept as Percent of Gross Domestic Product. Federal
Reserve Bank of St. Louis, 2025.03.04. [online, 2025.03.30.]
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Of course, trade policy alone cannot solve the problem of the debt burden. The United States has
been running a trade deficit for decades (Figure 4), with imports now exceeding exports by almost USD
131 billion, due to an imbalance in the flow of goods (while in services, there is a U.S. surplus). The
problem is that the United States consumes more than it produces: this is true not only for the
population but also for the federal government, which has been running a budget deficit for most of the
last forty years (Figure 5). In fact, the trade deficit is more of a symptom of a wider problem of
overspending.!* A lasting solution would be to increase the cost-effectiveness of the federal government
on the one hand, and productivity on the other. The Trump administration assumes that by reducing
government (in part through the actions of Elon Musk whose methods and effectiveness are
questionable) and relaxing regulations (in particular by increasing energy production), it can get closer
to both goals. In addition, the Republican economic policy includes a tax cut (an extension of the Trump
tax cuts passed in 2017) which could be offset by tariffs and duties.
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President Trump often mentions the importance of tariff revenues, although this is both debatable
and not the essence of Republican tariff policy. His executive order on “America First Trade Policy" did
mention the review of tariff collection, but more rather it emphasized the investigation of other
countries’ trade abuses (tariffs, non-tariff restrictions, currency manipulation) and related national
security issues (strategic sectors, export controls, drug trafficking).'” In other words, tariffs are primarily
a corrective tool that can be part of U.S. hard power on issues that have nothing to do with trade:
Donald Trump has threatened (and hit) Canada and Mexico with punitive tariffs for what he says is their
failure to do enough to crack down on drug and human trafficking, and has raised the possibility of a
secondary oil tariff on Russia for its apparent failure to facilitate Washington and Kyiv's efforts to reach a
Russian-Ukrainian ceasefire.

13 Federal Reserve Bank of St. Louis: Federal Outlays: Interest as Percent of Gross Domestic Product. Federal
Reserve Bank of St. Louis, 2025.03.27. [online, 2025.03.30.]

14 KAMIN, Stepehn B. - COLTON, William: Trade deficits are a distraction - focus instead on the debt. The Hill,
2025.02.05. [online, 2025.03.30.]

15 Federal Reserve Bank of St. Louis: Trade Balance: Goods and Services, Balance of Payments Basis. Federal
Reserve Bank of St. Louis, 2025.03.06. [online, 2025.03.30.]

16 Federal Reserve Bank of St. Louis: Federal Surplus or Deficit as Percent of Gross Domestic Product. Federal
Reserve Bank of St. Louis, 2025.03.27. [online, 2025.03.30.]

17 America First Trade Policy. The White House, 2025.01.20. [online, 2025.03.27.]
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3. Tariffs as double-edged weapons

3.1. Variations for Trump’s tariffs: goals and instruments
According to the United States Constitution, “Congress shall have power to lay and collect taxes, duties,
imposts and excises”, while the President “shall have power, by and with the advice and consent of the
Senate, to make treaties,”'® hence both branches of government are involved in the conclusion of trade
agreements. From the 1930s, the legislature gradually ceded the right to initiate tariff policy so that the
executive could reduce tariffs by proclamation and more easily conclude free trade agreements that were
starting to focus on more than just tariffs.'®

Over time, Congress also passed legislation that allowed the White House to increase tariffs under
certain circumstances. Accordingly, the President and his administration have the following major
statutory authority to increase tariffs:2°

e the Trade Act of 1930 (Section 338) allows the President to impose tariffs on countries that
impose discriminatory burdens, rules, or restrictions on U.S. goods compared to third
countries. The President may decide this himself/herself alone, and the tariff cannot exceed
50% of the value of the good(s) in question;

o the Trade Expansion Act of 1962 (Section 232) allows the President to impose tariffs on
imports of goods that threaten national security due to their volume. When making such
decision, the President relies on a report from the Secretary of Commerce, and there is no limit
on the amount or duration of the tariff;

e the Trade Act of 1974 (Section 122) allows the President to impose tariffs or import quotas in
the event of a large and serious deficit in the U.S. balance of payments. The President can
decide himself/herself alone whether this is justified, while the tariff cannot exceed 15% and is
only in force for 150 days;

o the Trade Act of 1974 (Section 201) allows the President to impose tariffs or other measures if
large imports of foreign products threaten or injure domestic industry/industries. The President
relies on a report from the U.S. International Trade Commission (ITC), and may increase the
tariff on the good(s) in question up to 50%, with the latter rate to be gradually reduced after
one year and remain in effect for up to four years (unless the ITC recommends otherwise);

e the Trade Act of 1974 (Section 301) allows the United States Trade Representative to impose
tariffs on goods from countries that have violated trade agreements with the United States or
have imposed undue, excessive, or discriminatory burdens on the imports of U.S. goods. The
Trade Representative can decide to impose any tariff(s) in accordance with the President’s
guidance, and the tariff(s) will remain in place for up to four years (unless the domestic
industry concerned requests an extension);

e the International Emergency Economic Powers Act of 1977 (IEEPA) allows the President to
impose import controls and prohibitions if he/she has declared a national emergency under the
National Emergencies Act. Such a national emergency can be decided by the President alone
and automatically expires after one year (although the President can renew it at any time).

Congressional mandates thus vary in terms of subject matter, tariff value and duration, but all leave
it to the executive to use a restriction of U.S. market access as a coercive tool. The following table
provides an overview of the main presidential tariff mandates, illustrated with specific examples of
President Trump’s tariffs.

8 United States Constitution, Article I, Section 8 (Clause 1) and Article II, Section 2 (Clause 2)

19 CASEY, Christopher A.: U.S. Tariff Policy: Overview. Congressional Research Service, 2025.01.31. [online,
2025.03.30.]

20 ZIRPOLI, Christopher T.: Congressional and Presidential Authority to Impose Import Tariffs. Congressional
Research Service, 2025.02.27. [online, 2025.03.30.], pp.8-19.
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Mandate Goal Example

Section 338 punish'ing discrimination )
against U.S. goods

dd ing threats t e steel and aluminum tariffs (25% and 10%) (2018), and their
Section 232 | @ddressing threats to renewal (25% and 25%) (2025)

national security o tariffs on vehicles and auto parts (25%) (2025)

) improving -
Section 122 | | 5. balance of payments

protecting domestic

Section 201 ;
industry

o tariffs on Chinese solar panels (30% then 15%) (2018)

punishing the breach of

Section 301
trade agreements

o tariffs on Chinese washing machines (50% then 40%) (2018)

o tariffs on Chinese, Canadian and Mexican goods (10%) (2025);

o tariffs on goods from countries that purchase Venezuelan oil
(25%) (2025)
e reciprocal tariffs on all countries (10%) (2025)

managing
IEEPA national emergency
(fentanyl trafficking)

So far, President Trump has used (or threatened to use) tariffs primarily for security reasons, i.e. on
the grounds of national security (Section 232) and national emergency (IEEPA), often with the intention
universal application, i.e. without limiting them to specific product groups. The President appears to have
resorted to the method of ‘securitization’, whereby (1) he identifies an existential threat, (2) he
communicates and declares an emergency, and then (3) he invokes the latter to impose extraordinary
measures. It is telling that Donald Trump was the first U.S. President to actually invoke executive power
granted by IEEPA (against China, Canada and Mexico), and that the declaration of reciprocal tariffs on
April 2, 2025 was based on national emergency.

3.2. Reciprocal tariffs: harsh tools against harsh abuses

There are many actors involved in U.S. trade policy, ranging from Congress to the President to the
Secretaries of Commerce and Treasury (and even State, Homeland Security and Labor), but the most
important of them is the United States Trade Representative. The official with the rank of ambassador
sits in-between governmental players and is responsible for developing, coordinating and implementing
U.S. trade policy.

Investigations into the aforementioned restrictions (under Sections 201, 301, and 232) are the
responsibility of the United States Trade Representative whose office produces an annual report on U.S.
trade, supplemented by a National Trade Estimate (NTE) report on foreign trade barriers. The latter has
no clear definition, but the NTE identifies certain factors (government rules and practices) that distort
free trade and harm the sale of U.S. goods and services as well as U.S. investment and e-commerce in a
given country’s market. It is important to emphasize that the NTE report is an estimate: it is merely an
attempt to quantify the potential impact of removing trade distortions on sales of some U.S. export
items. One of the reasons for this approximation is the lack of information, as it is extremely difficult to
fully map the respective practices and market conditions.

Nevertheless, this is not merely a Trumpian rhetorical/statistical hyperbole: the NTE report is the
result of a whole-of-government approach (involving the Department of Commerce, the Department of
Agriculture, several agencies and embassies) with a public call that had been made in September 2024.
In other words, the content is a compilation of comments spanning the Biden-Trump administration.?!
Donald Trump referred to this document in particular when announcing the reciprocal tariffs, which echo

21 In fact, the 2025 report also relies on data from 2023. 2025 National Trade Estimate Report on Foreign Trade
Barriers. Executive Office of the President of the United States. 2025.03.31. [online, 2025.03.27.] pp.1-4.
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Scott Bessent’s description of U.S. measures to level the playing field so that “the international trading
system begins to reward ingenuity, security, rule of law, and stability, not wage suppression, currency
manipulation, intellectual property theft, non-tariff barriers and draconian regulations.”??

3.3. Economic issues and political dilemmas

President Trump's tariff policy is not only a concern for trading partners of the United States. The impact
of foreign trade relations on the domestic economy is also a major issue within U.S. public debate, which
presents the federal government with two main dilemmas. Firstly, what are the possible economic
consequences of President Trump’s tariff policy? Secondly, what are the political consequences for the
Republican administration?

Nobody knows the answer to the first question, while the problems raised by experts are considered
irrelevant by the Trump administration. One of these supposed effects is rising inflation: according to
market expectations, falling imports due to tariffs will result in low supply versus high demand - in other
words, “too much money chasing too few goods.” The issue is sensitive because it was partly inflation
that “brought down” the Biden administration that faced a 40-year record in this regard. However, Scott
Bessent denies that tariffs have any serious inflationary impact: the consumer price index has not shown
any extraordinary increase during the first Trump presidency (Figure 6) despite the trade war with
Beijing. Moreover, according to Jamieson Greer, inflation did not spike under Joe Biden’s presidency
because of U.S.-China trade relations, but because of the increased spending by the Democratic
administration after the COVID pandemic.”®

10.0
Trump 1.0
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5.0
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-5.0
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Figure 6: U.S. Consumer Price Index
(Percentage, 12-month percentage change; all products, 2005-2025)%*

The Trump administration does not dispute some of the expected price increases due to tariffs, but
expects its economic policies to offset them. The problem is that the costs of tariffs are paid not by
foreign producers but by domestic consumers - in other words, “tariffs are actually taxes on Americans.”
For Republicans, this is another thorny issue, given that they are the main advocates of tax cuts. At the
same time, several members of the Trump administration believe that the tax cuts planned in Congress
(an extension of the 2017 Trump tax cuts that expire at the end of 2025) will leave more money in the
pockets of Americans.

22 BESSENT, Scott: Remarks at the Economic Club of New York. U.S. Department of the Treasury, 2025.03.06.
[online, 2025.03.27.]

23 United States Senate Committee on Finance: Hearing to Consider the Nomination of Jamieson Greer, of Maryland,
to be United States Trade Representative, with the rank of Ambassador Extraordinary and Plenipotentiary. United
States Senate Committee on Finance. 2025.02.06. [online, 2025.03.27.] 02:51:20-02:51:55 perc

24 U.S. Bureau of Labor Statistics: 12-month percentage change, Consumer Price Index, selected categories. U.S.
Bureau of Labor Statistics, 2025.02. [online, 2025.04.01.]
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Republicans also have high
expectations of the Trump energy
policy, which would provide oil and
gas companies with more relaxed
environmental and  extraction
rules: the aim of Donald Trump's
‘Drill Baby, Drill" initiative is
energy dominance, i.e. the
domestic and international sale of
fossil fuels (oil and shale gas),
which, in addition to increasing
revenues, should help to reduce
energy prices. According to
statements by Vice President J].D.
Vance, Treasury Secretary Scott
Bessent and Trade Representative
Jamieson Greer, Donald Trump
wants to re-industrialize through
cheap energy, a looser regulatory
environment and tax cuts
(especially by lowering corporate
tax rates) that would boost
manufacturing employment and
household incomes. The values of
the latter two indicators in the first
Trump presidency (Figures 7 and
8) were favorable, although real
median household income had
also been broken before the
COVID pandemic.
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The most worrying consequence of the tariffs could be an economic recession in the U.S. (too). The
Trump administration is optimistic in this regard, although it is not trying to allay concerns. On the one
hand, Secretary of Commerce Howard Lutnick ruled out the possibility of a recession albeit the President
has not given such a firm answer to a journalist’s question on the subject. On the other hand, stock
market reactions (falls) in response to tariffs have also shown negative expectations, which could affect
not only U.S. companies but also private investment and savings. Despite coming from the financial
world, Scott Bessent had shown no signs of worry regarding the echoes from Wall Street either, as he
believed that the government is driven by longer-term considerations: specifically, it is primarily
concerned with the problem of overspending and debt, and is focused on the 10-year government bond
yield rather than the stock market. In this view, stock market fluctuations and even the turnover of
some trading partners’ goods are not a significant issue, just as the President spoke only of a “transition
period”.?’ In fact, according to Trump administration officials, historical experience indiactes that tariffs
tend to hurt partners with trade surpluses. Thus, the U.S. government was committed to a long game
that would change the international trade order.

25 Federal Reserve Bank of St. Louis: All Employees, Manufacturing. Federal Reserve Bank of St. Louis, 2025.03.07.
[online, 2025.04.01.]

26 Federal Reserve Bank of St. Louis: Real Median Household Income in the United States. Federal Reserve Bank of
St. Louis, 2024.09.11. [online, 2025.04.01.]

27 BERKOWITZ, Ben: Trump sees “period of transition” as recession fears rise. Axios, 2025.03.09. [online,
2025.04.02.]
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The other question is what political consequences this will have for the second Trump presidency:
whether U.S. economic indicators justify inflation/recession or not, public expectations are essentially a
reflection of the political mood. Donald Trump’s approval rating is a curious phenomenon in itself, as his
approval rating is very different from that of his predecessors: on the one hand, the president’s approval
rating during his first term was already nowhere near the 55-65% that many other presidents enjoyed at
the beginning of their terms, and his overall approval-disapproval rating was already negative during his
first term, which was not changed by his second election victory. On the other hand, remaining within
this problematic framework, Donald Trump's popularity had hit a record high on the day of the 2024
presidential election and in the four months that followed.

Negative expectations related to tariffs have brought a break in Donald Trump’s image. While the
President enjoys the support of a majority of voters on sensitive issues such as illegal immigration and
border security, confidence in him has begun to wane on the very issue he is supposed to be the best at:
managing the economy. In a CBS News and YouGov 2025 poll (conducted among nearly 2,600 adults in
March), 53% of respondents supported the President’s immigration policy (while 47% did not), but only
48% supported his economic policy (while 52% did not), while 44% supported his inflation policy (while
56% did not). In fact, 42% of survey respondents believed that the Trump administration’s various
initiatives (not only on tariffs) are making them financially worse off, compared to 28% in January, while
the proportion of Americans who expect to be better off has reversed by almost the same margin (from
42% to 23%). Most respondents (38%) continued to blame Joe Biden for inflation, while Donald Trump
became more and more responsible (34%). As for tariffs, 55% of respondents believed the President
was doing too much on the issue, while 64% said he was not doing enough to lower prices.?®

All of this could have serious political consequences in the short and medium term. On the one hand,
the decline in Donald Trump’s support will also affect the perception of the Republican Party: it is
becoming increasingly risky for Republican representatives to hold town hall meetings in their respective
districts, as in some cases politicians have been heavily criticized by their own voters for the economic
effects of Trump’s government cost-saving initiatives. Although Republicans currently hold both houses
of Congress in addition to the White House, their majority in the House of Representatives is unstable: in
the 2024 elections, they won a 222-213 majority, but this technically only four-person majority has
temporarily melted into one or two,?° thus, the 2026 midterm elections could be decisive for the Trump
agenda. It is no coincidence that Donald Trump withdrew the nomination of Elise Stefanik to be
Ambassador to the United Nations, who had been selected from the House of Representatives, and it is
also telling that, following the announcement of a 25% tariff on vehicles and auto parts, he asked
domestic manufacturers not to raise their prices if possible.

Meanwhile, the series of extraordinary executive measures raises the question of whether the White
House is abusing its power through the tariffs imposed in this way.?° There are a growing number of
people in Congress who have constitutional concerns about emergency tariffs and economic concerns
about comprehensive tariffs. In the past three months, several legislative initiatives have been launched
to make U.S. trade and tariff policy more transparent and predictable: Democratic representatives
proposed the “Prevent Tariff Abuse Act”*! and Democratic senators proposed the “Protecting Americans
from Tax Hikes on Imported Goods Act”*? already before Donald Trump took office - both bills would
eliminate presidential authority to impose tariffs under IEEPA. Similarly, as the date of reciprotive tariff
announcement, or in the President’s words “Liberation Day”, approached, some Democratic

28 SALVANTO, Anthony et al.: Americans want Trump’s focus more on prices, not tariffs; most approve of
deportation efforts - CBS News poll. CBS News, 2025.03.31. [online, 2025.04.01.]

2% Two representatives (National Security Advisor Mike Waltz and UN Ambassador Elise Stefanik) had been invited to
the cabinet, and one representative (Thomas Massie) regularly breaks the already fragile party discipline.

30 HILLMAN, Jennifer: Trump’s Use of Emergency Powers to Impose Tariffs Is an Abuse of Power. Lawfare,
2025.03.24. [online, 2025.03.31.]

31 H.R.407 - Prevent Tariff Abuse Act. United States Congress, 2025.01.15. [online, 2025.04.01.]

32 5,151 - Protecting Americans from Tax Hikes on Imported Goods Act of 2025. United States Congress,
2025.01.17. [online, 2025.04.01.]
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representatives initiated the repeal of Section 338 of the Trade Act of 1930,°® but they are also urging
the passage of a “Congressional Trade Authority Act”,>* which would limit presidential leeway in
imposing tariffs granted by Section 232 of the Trade Expansion Act of 1962. Meanwhile, Republicans
have not been idle either: some representatives proposed the creation of a “United States Reciprocal
Trade Act”,®® but there has also been a larger (partly Democratic) initiative to level the playing field in
foreign trade.>®

4. Europe and Trump's Tariffs

The 2025 NTE report by the United States Trade Representative confirmed the importance of trade
between the United States and the European Union, but at the same time stressed that some European
barriers have persisted for years despite various attempts to resolve them (via bilateral consultations,
WTO committees and dispute settlement mechanisms). The following table®” describes the types and
main (non-exhaustive) specific examples of trade-distorting practices used by Europeans according to
U.S. views.

Category Main remarks and examples

e Tariffs: The EU meets the 5% average tariff value requirement under WTO rules (its
tariffs are particularly high on fishery products, trucks and passenger cars, bicycles,
as well as fertilizers and plastics). The EU uses a different measurement to determine
tariffs on food products (based on their ingredients), imposing an unnecessary
administrative burden on US exporters. Example: The Italian customs authority is
inconsistently calculating banana tariffs, despite transatlantic agreements and the

1. | Import policy decision by the Italian Supreme Court.

Tariff administration: In the EU, customs administration is carried out by the Member

States separately and with different interpretations of EU law, so American

complaints must bring their legal cases to separate legal forums in each country, but

resolving cases brought before the Court of Justice of the European Union is also

time-consuming and costly. Example: Member States administer customs without a

harmonized IT system and with different data templates.

Transparency and notifications: Some stages of the EU legislative process do not
provide meaningful opportunities for external actors to provide their opinions.
Example: under EU rules on the classification of chemicals, external opinions are only
received after internal consultations are concluded, while later (during negotiations
Technical between the Council, the Commission and the Parliament) not at all.

barriers Standards: the EU is trying to introduce exclusive standards that go beyond existing
international standards or ignore external feedback. Example: the European
Standardization Strategy (2022) limits the involvement of non-EU stakeholders in the
development of harmonized European regional standards, which excludes the
previously assured U.S. participation in the field of ICT technologies.

Unjustified requirements: the EU imposes food and environmental safety
requirements on farmers that would protect people, animals and plants beyond the
Sanitary and necessary level, without scientific justification. Example: the rules do not allow the
3. | phytosanitary sale of agricultural GMO products from the United States.

measures Certification requirements: the EU has published at least 14 versions of the health
certificate for certain U.S. agricultural products since January 2022, making the
European market unpredictable for US exporters.

33 H.R.2464 - To repeal section 338 of the Tariff Act of 1930. United States Congress, 2025.03.27. [online,
2025.04.01.]

34 H.R.1903 - Congressional Trade Authority Act of 2025. United States Congress, 2025.03.06. [online, 2025.04.01.]
35 H.R.735 - United States Reciprocal Trade Act. United States Congress, 2025.01.24. [online, 2025.04.01.]

36 H.R.1548 - Leveling the Playing Field 2.0 Act. United States Congress, 2025.01.24. [online, 2025.04.01.]

372025 National Trade Estimate Report on Foreign Trade Barriers. Executive Office of the President of the United
States. 2025.03.31. [online, 2025.03.27.] pp.129-162.
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Government
procurement

e EU gap: the EU is a party to the WTO Agreement on Government Procurement, and
the EU directive on public procurement in the utilities sector requires open
competition, but the latter cannot be fully implemented. Example: in the utilities
sector, Member State governments under certain circumstances may reject bids with
less than 50% European content.

Lack of transparency in Member States: in many Member States, the public
procurement system is not transparent and/or allows for the lowest price criterion to
prevail instead of the full procurement lifecycle, complicates documentation
requirements and favors domestic bidders. Example: Croatian, Greek, Hungarian,
Lithuanian, Portuguese, Slovak and Slovenian public procurement.

Intellectual
property
rights
protections

Geographic indications: The EU adopts regulations and international positions that,
for certain products with common names, enforce the designation of origin of a given
European geographical area against the external ‘trademark’ concept. Example: for
certain cheeses and wines, American products with the same name cannot enter the
European market (due to their origin), while European products with the same name
(but not originating from the given geographical area) can.

National regulations: Member States have a high level of protection of intellectual
property rights, but there are abuses in some countries. Example: counterfeiting of
medicines in Belgium, Bulgaria, Germany, Poland and Romania.

Services
barriers

e Audiovisual media services: an EU directive requires that at least 30% of the content
offered by Internet-based video service providers must be European, but this is
supplemented by individual Member States. Example: requirements and restrictions
in Belgian, Danish, Dutch, French, Italian, Polish and Spanish regulations.
Professional services: some Member States apply additional conditions of bar
membership. Example: Austrian, Belgian, Bulgarian, Croatian, Cypriot, Greek,
Hungarian, Latvian, Lithuanian and Maltese practice.

E-commerce
barriers

Digital service providers: the European Commission has received delegated powers
to impose certain fines on the largest online platforms (VLOPs). The first round of
VLOPs was identified in 2023, and since most of them are U.S. companies, the
regulation in practice disproportionately affects the U.S. side.

Investment
barriers

e Investor background: EU law (with some exceptions) requires that a company

registered in one Member State is treated equally in other Member States, but most
of the rules regarding the first entry of investors from outside the EU are within the
competence of the Member States, which can be different and potentially
disadvantageous. Example: Croatian, Cypriot, Danish, German, Hungarian, Italian,
Latvian, Polish, Portuguese, Spanish and Swedish regulations.

Government
subsidies

EU subsidies: the EU advocates financial support for European fruit and vegetable
producers, but from a U.S. perspective these are not transparent, raising the
possibility of hidden subsidies. Example: support for Greek apricot producers.
National subsidies: although the transatlantic debate over subsidies for
Boeing/Airbus has been temporarily suspended, there are still U.S. concerns about
French, German and Spanish support for Airbus-related businesses.

10.

Other barriers

Regulations related to greenhouse gas-emissions: the EU is preparing the application
of its Carbon Border Adjustment Mechanism to offset the carbon intensity of
imported goods, and it is currently uncertain whether U.S. exports would receive
credits.

e Regulation of pharmaceutical products: in some Member States, the system of

reimbursements for medicines is opaque. Example: Austrian, Belgian, Czech, French,
Greek, Hungarian, Italian, Irish, Polish, Romanian and Spanish regulations.

The 2025 NTE report expressed American complaints that were not of Trumpian origin: most of

them had already arisen during the negotiations on the Transatlantic Trade and Investment Partnership
(TTIP) promoted by the Obama administration, and in fact, they may have caused the TTIP’s downfall.
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Ironically, the last time the TTIP negotiations were restarted was during the first Trump presidency,
though the negotiations stalled over disputes over agricultural products,®® and later the European
Council decided not to conclude a free trade agreement with countries that were not members of the
Paris Climate Accord. The Biden administration smoothed out several disagreements by making political
gestures (for example, by establishing the Transatlantic Trade and Technology Council), partially
resolving some trade disputes (for example, by introducing favorable quotas for steel and aluminum
tariffs that were otherwise kept in effect), or simply postponing problems (for example, by agreeing with
the Europeans that the transatlantic parties would suspend the punitive tariffs applied against each other
in the Boeing-Airbus case). However, the Biden administration has never wanted to seize the opportunity
to conclude a comprehensive transatlantic free trade agreement, as the above problems have been
lurking in the background all along.

In truth, tariffs are not the main obstacle to free trade between the United States and the European
Union, and so the NTE report barely mentions them. From a U.S. perspective, the main obstacle is the
various regulations of the European Union and its Member States. This also explains why President
Trump’s announcement of reciprocal tariffs referred to 39% EU tariffs: this figure was the result of an
estimate that linked (and tried to quantify) non-tariff measures to the overall low (5% average)
European tariffs. Thus, despite all the rhetoric about disproportionate tariffs, the main aim of the 20%
reciprocal tariffs announced by Donald Trump (on top of the 25% steel and aluminum tariffs and the
25% vehicle and auto parts tariffs) is not primarily about changing European tariffs, but rather changing
various European Union and Member State regulations. The Trump administration’s main novelty is that
it applies coercive economic diplomacy instead of the friendly negotiations originally initiated under
President Obama. Since the Republican President’s European reputation was not good in the first place,
it is questionable whether European diplomacy will respond to the American stick with a carrot (or
something similar to previous British attempts).

5. Conclusions

President Trump’s tariff policy is the trade and economic manifestation of the U.S. foreign policy shift for
an era of renewed geopolitical competition. The United States has accepted the fact that it has entered a
post-hegemonic world, in other words, that the rules-based international order and the U.S. role in it are
no longer sustainable according to the original design.

Accordingly, Washington has accelerated the restructuring of world trade along American interests.
On the one hand, it is trying to normalize trade and production chains by minimizing its industrial
dependence on its rival, the People’s Republic of China - this can be achieved by bringing back the
production capacities of sectors that are important from a manufacturing and defense industry
perspective. On the other hand, Washington wants to reduce the U.S. burden of maintaining the
international order so that this does not simply mean a step backwards in favor of Beijing - this is
served partly by cutting the American foreign trade deficit and associated military-economic costs, and
partly by curbing the trends that have enabled China’s rise so far.

While the Trump administration’s initiative is strategically understandable, it is tactically and
operationally risky: if we accept that the United States will suffer less from the economic costs of
escalating tariffs, the political cost of unilaterally pushing for change could be severe already in the short
term. Despite having enjoyed the benefits of the ‘liberal’ international order underpinned by U.S.
hegemony, it is far from certain that Washington’s partners will understand or accept the need to adhere
to ‘rules’ that reflect American priorities. Given the already unfavorable perception of Donald Trump’s
soft power, it is conceivable that (European) countries will prefer to return the fire with hard economic
power rather than change their own well-established habits.

The new American tariff policy could also determine the fate of Donald Trump and the Republicans:
if the measures lead to a real (or even perceived) weakening of the economy, Democrats could find a
way to tighten their grip on the presidency in November 2026, whereas Congress could try to regain its
constitutional authority over trade policy already before the midterm elections.

3 AKHTAR, Shayerah 1.: U.S.-EU Trade and Economic Relations. Congressional Research Service, 2023.06.09.
[online, 2025.03.27.] p.1.
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