ONEWORLD OUTLOOK
Weaponizing Commerce: The Mirage of a Coercive Trade Policy

Historically utilized for domestic protection and geopolitical coercion, tariffs consistently fail
as instruments of statecraft. While they offer short-term political posturing and temporary
industrial shelter, long-term empirical evidence—from the British Corn Laws to the Smoot-
Hawley Act—proves they create severe deadweight loss, fuel domestic inflation, and act as
regressive consumer taxes. Modern secondary tariff threats targeting nations like India and
China over Russian energy imports fail due to inelastic demand. Instead of forcing
compliance, coercive tariffs alienate key strategic allies, invite asymmetrical retaliation, and
accelerate global de-dollarization and the consolidation of non-Western economic blocs.
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Tariff Economic Impact Simulator

Adjust the tariff rate and demand elasticity below to see live updates on consumer tax burdens, deadweight
loss, and import volumes.
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Pricd
Tax Revenue

Deadweight Loss

Quantity

Tariff Rate (Tax): $10
110

Demand Elasticity: 1.0
1.0

Macroeconomic Impact

Government Tax Revenue: $0.00
Deadweight Loss (Waste): $0.00

Foreign Import Volume: 0 units
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Report Highlights

= The Core Hypothesis: Unilateral and punitive tariffs consistently inflict greater long-term economic
damage and diplomatic harm on the imposing nation than any short-term geopolitical benefit they
secure.

= The Protectionist Fallacy: Tariffs do not tax foreign exporters; they function as a border tax passed
directly onto domestic importers, translating into a regressive consumption tax for everyday
citizens.

= Macroeconomic Deadweight Loss: By artificially altering market prices, tariffs create permanent
economic waste, forcing inefficient domestic production while suppressing optimal global trade
volumes.

= Historical Precedent (The Corn Laws): 19th-century British grain import restrictions enriched a land-
owning elite while crushing working-class purchasing power and worsening the Irish famine,
ultimately forcing a repeal that birthed modern free trade.

= The Smoot-Hawley Catastrophe: The 1930 US tariff hike triggered fierce global retaliation, causing
US exports to collapse by 67% and severely deepening the worldwide Great Depression.

= Modern Coercion (2026 Sanctions): Recent legislative proposals attempting to enforce up to 100%
secondary tariffs on major purchasers of Russian oil miscalculate the extreme inelasticity of global
energy markets.

= The Failure of Sovereign Coercion: India's heavy reliance on foreign energy (over 88% import
demand) and its massive procurement of discounted Russian crude led to a categorical diplomatic
rejection of US tariff threats.

= Asymmetrical Retaliation Risks: Targeted economic superpowers possess severe countermeasures,
including the restriction of critical rare earth minerals, dumping of US Treasuries, and revocation of
multinational market access.

= Acceleration of De-Dollarization: Weaponizing access to Western markets provides developing
economic powers with the ultimate catalyst to structurally decouple from the US financial system via
alternative payment mechanisms like BRICS Pay.

= Strategic Isolation: Indiscriminate tariff deployment erodes diplomatic soft power, alienates vital
Indo-Pacific allies, and structurally locks the imposing nation out of future global economic growth.
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