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Parting Shot

At CAGE, we have
always had an
international outlook
and it's safe to say that
economic history has
been at the core of what
we do. Our founding
director, Nick Crafts, was
always keen to study
not only domestic UK
economic history — as
important as it is — but
also to look beyond
Britain's shores.
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o in that spirit, in this issue
of Advantage, we look at
international affairs, both
past and present. Stephen
Broadberry reminds us
that international relations are
never far removed from military
considerations. Perhaps it was
tempting over the last few decades
to believe that humankind had
finally managed to place economic
exchange on a peaceful footing,
independent of the big power plays
of yesteryear. Ask anyone in the
Middle East or parts
of Africa, and you
would have been
quickly disabused
of that view.

Even within
Europe, it is now
blatantly obvious
that economic
warfare has taken
centre stage in
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The United States has imposed
sweeping import tariffs against the
world. The average US tariff level is
now comparable to that of the early
1930s, when the world economy was
plunging into the Great Depression
— not least because countries failed
to coordinate and could not prevent
the collapse of global trade.

One key question is whether
international institutions governing
global trade will survive. The World
Trade Organization has the ‘most-
favoured nation’ principle at its heart.
This means that
countries must
not discriminate
in applying tariffs.
If you grant one
country a low tariff
rate, then everyone
else should benefit
in the same way.
Will other countries
follow the US
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European soil but
also a new wave of
economic sanctions
and a push to ramp
up global supply
chains in military
production. NATO
is being reshaped as we speak, with
European defence spending on the
rise. Long gone are the days when
French president Emmanuel Macron
described the organisation as “brain
dead” (that was in 2019).

Power and politics have re-
emerged in other arenas too.
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national security, or
argue that foreign
producers sell goods
at artificially low
prices — a practice
known as ‘dumping’.
The latter has
recently been cited by the European
Union when it comes to electric
vehicles imported from China.

This is a tricky balance to
maintain. On the one hand, there
might indeed be substantial
subsidies on the Chinese side that
distort international competition.



On the other hand, it is no
coincidence that anti-dumping
tariffs protect the ailing European
car industry. And beyond that, we
need to move transport onto a
greener footing and limit carbon
emissions. Do tariffs against electric
vehicles help or hinder that goal?
There are no easy answers. So far,
the UK has opted not to impose any
such tariffs.

| end on a different
note — still history,
but the history of
international trade
research. And it
happened right here
at Warwick.

Victor Norman, a
prominent Norwegian

During his visits to Warwick in
the 1970s, Victor had met Avinash
Dixit, then a professor in the
Warwick Economics Department
(1974-1980), who later moved to
Princeton. Their collaboration lasted
many years and resulted in the
highly influential 1980 book ‘Theory
of International Trade'. It remains on
graduate reading lists to this day.

“we seem to be moving
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This can ultimately benefit all
consumers — and it is a form of
international trade that is easy to
support politically.

Ironically, we seem to be moving
back to a world where we focus
less on the improvements to living
standards that international trade
can bring about. Instead, politics
is increasingly pushing us towards
talking about ‘winners’
and ‘losers’ from trade.
That, too, has a venerable
tradition in international
trade research, going
all the way back to the
famous Heckscher-Ohlin
model originating in the
1920s. Sometimes it is
the much older ideas

living standards that
international trade
can bring about.”

that come back with a
vengeance.

We don't know where
the next years will be

economist and
leading figure

in international
economics, passed

away last year. His

groundbreaking

work in the 1970s integrated new

and classical trade theories. It was
first presented with great acclaim

at Warwick. Victor's ideas had a
profound influence on Paul Krugman,
who won the Nobel Prize in 2008 for
his work on ‘new trade theory’ and
economic geography.

In essence, Victor's work showed
that international trade can be
driven by economies of scale.
Businesses can use the vastness
of global markets to expand and
reduce costs in ways that would
be impossible if confined to their
domestic market.

taking us. But rest assured:
at CAGE, we will always
keep history on our mind. €
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