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W hile the COVID-19 pandemic 
has been detrimental to most 
industries, seaborne trade 
faces additional roadblocks 

on the way to full recovery. A significant 
barrier in shipping is that governments’ 
commitments on maritime services are not 
codified by the World Trade Organisation’s 
General Agreement on Trade in Services 
(WTO GATS). Therefore, shipping is more 
susceptible than other industries to gov-
ernmental protectionism and restrictions, 
slowing down economic progress.

According to many experts, the 
WTO’s maintenance of trade liberalisa-
tion process after the financial crisis of 
2008 played a vital role in the recovery 
of the global economy. For that reason, 
ICS hopes that this study will encourage  
“a serious discussion about resuming the 
WTO GATS negotiations with a particular 
focus on concluding a multilateral agree-
ment on maritime transport services.”

Throughout the study, the authors 
emphasise the importance of multilat-
eral trade agreements, as the results of 
their analysis show all nations benefiting 
from such an approach and all at a pro-
found disadvantage if some actors don’t 
participate – low- and middle-income 
countries in particular.

Ready for prime gains
The analysis, which used data from 

the WTO, the Organisation for Economic 
Co-operation and Development (OECD) 
and the World Bank, among others, is based 
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Protectionism in Maritime Economies Study from the International Chamber of Shipping (ICS) examines 
the relationship between restrictive maritime trade policies and economic growth. In its results, the study 
discusses the benefits countries would reap, such as a 3.4% increase in GDP, if protectionist policies in 
trade were to be reduced or dismissed. The analysis illustrates how in the age of trade wars among the 
most powerful nations, together with disruptors like Brexit, COVID-19, and unexpected political outcomes, 
protectionism, anti-trade rhetoric, and misguided nationalism can easily become weapons of self-harm.

on a Protectionism in Maritime Economies 
(PRIME) Index and a corresponding PRIME 
score of each country, a tool developed espe-
cially for the study.

The PRIME Index calculations are 
comprised of five categories – entry and 
licensing; management and employment; 
operation and competition; tariffs and 
trade agreements; government efficiency 
and integrity. According to some of each 

country’s current maritime trade poli-
cies, out of 58 examined nations, 46 were 
assigned a PRIME score (from 0-100, 
where 100 is the worst score). With that 
information, the study explores the eco-
nomic gains in case the trade restric-
tions were changed or lifted, hypotheti-
cally cutting the nations’ PRIME scores 
(level of restrictiveness) in four different 
scenarios.

Maritime trade protectionism can stifle economic growth

PRIME Index Categories and Subcategories 

A. Entry and Licensing

1. Condiations on Market Entry in the Maritime Freight Transportation Sector

2. Conditions to Own and Register Vessels under the National Flag

3. Conditions on Licensing, Investment Screening, and Qualifications Relating to Market Entry

B. Management and Employment

4. Conditions on Management and Employment in the Maritime Freight Transportation Industry

5. Quantitative Measures Affecting the Movement of Persons in the Maritime Freight Transportation Industry

C. Operation and Competition

6. Conditions on Supply of Services in the Maritime Freight Transportation Industry

7. Government Procurement Measures in the Maritime Freight Transportation Industry

8. Regulations, Taxes and Fees in the Maritime Freight Transportation Industry

9. Government Involvement in the Maritime Freight Transportation Industry

D. Tariffs and Trade Agreements

10. Tariffs and Trade Agreements

11. Commitments in World Trade Organization Agreements

E. Government Efficiency and Integrity

12. Efficiency of Countries’ Processing of Exports and Imports (Raw Values)

13. Efficiency of Countries’ Processing of Exports and Imports (Index Values)

14. Measures of Governance

http://www.baltictransportjournal.com
https://www.wto.org/english/tratop_e/serv_e/gatsintr_e.htm
https://www.ics-shipping.org/wp-content/uploads/2021/02/Protectionism-in-Maritime-Economies-Study-Summary-Report-1.pdf
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Key findings 
show that all coun-
tries would benefit even 
in the least favourable cir-
cumstances as long as the 
governments loosened or 
removed at least some of their 
trade restrictions. In Scenario 
1, where all studied countries 
would cut their PRIME score by 
50%, total exports of goods and 
services would rise by 21% on 
average, corresponding to a GDP 
increase of 1.1% in general (from the 0.3-
3.4% range). In Scenario 2, where all coun-
tries cut their PRIME score by 10%, average 
GDP gains for most countries are from 0.1% 
to 0.3% (and 0.4% to 0.6% for a few states). 
In Scenario 3, where high-income countries 
cut their PRIME score by 10% and others by 
5%, the benefits would be smaller, particu-
larly for the low- and middle-income econo-
mies. “Any decision to cut the PRIME score to  
a less ambitious degree amounts, in effect, 
to low- and middle-income nations denying 

by 10% with improvements resulting from 
commitments in trade agreements only, with-
out addressing issues such as government 

Fig. 1. PRIME Index global ranking

Fig. 2. GDP increase under Scenario 1

Source for all figs.: ICS/Craig Van Grasstek, Protectionism in Maritime Economies Study (2021)

themselves a greater degree of economic ben-
efit.” In Scenario 4, where all countries cut 
their PRIME score on tariffs and agreements 

http://www.baltictransportjournal.com
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efficiency or market entry and licensing, the 
gains are much smaller – only about 25% of 
the gains in Scenario 2. “If countries limit 
their reforms to what might be gained from 
trade negotiations only, they will leave most 
of the potential gains on the table.”

One of the most significant outcomes of 
the analysis is that low- and medium-income 
economies would see the biggest payoff from 
a global agreement to less restrictive trade 
policies. Gains for low- and medium-income 
countries would be decidedly higher under 
Scenario 2 (all nations cutting PRIME score 
by 10%) than under Scenario 3 (high-income 
countries cut their PRIME score by 10%, other 
countries by 5%). For high-income econo-
mies, the difference between the two scenarios 
would be minimal. The study concludes that 

countries that receive “preferential treatment” 
– that is, they don’t cut their PRIME score 
as much as others, are putting themselves at 
a disadvantage, passing on opportunities to 
eliminate policies that discourage investments 
and suppress economic growth.

However, all participants would benefit 
from a reduction in maritime protectionism 
and liberalisation of trade policies irrespec-
tive of their economic development level, 
and even if they do it unilaterally in case of 
a failure in global consensus. “While liber-
alisation in one country may be second best 
to global reform, it is greatly preferable to 
no reform at all.” It would also be of great 
disadvantage for any nation to pursue lesser 
reforms than its trading partners. The data 
reveals that everyone benefits if all countries 

limit their trade barriers. However, if nations 
act unilaterally, their economies benefit as 
long as the governments take steps to open 
up their markets to fair competition.

Furthermore, the findings suggest that 
concentrating on just traditional tariffs in 
trade reform considerations and negotiations 
is counterproductive since economies gain 
most by removing non-tariff barriers (NTBs). 
The trade costs of these, such as quotas, sanc-
tions, or import/export controls, are signifi-
cantly higher than standard tariffs. The most 
common trade policies that impede mari-
time trade growth considered in the study are 
numerical and non-numerical limits on the 
extent of maritime services provided through 
cross-border trade; entry and licensing con-
ditions for cross-border trade; and require-
ments for the use of local maritime and port 
services. NTBs, very importantly, raise the 
costs of doing business – for example, when 
customs procedures are more stringent than 
necessary and limit full market access with 
barriers such as import quotas – which can 
impede economic growth.

The analysis also shows a link between 
the costs of trade protectionism and import/
export levels. In all four scenarios, total 
exports of goods and transport services go 
up. For instance, under the first scenario, 
where all countries cut their PRIME score by 
50%, total export gains average around 21.1%, 
corresponding to a 1.1% average increase in 
GDP. The data also shows that nations with 
less protectionist regulations usually have 
more pro-market policies and competitive 
economies, translating to higher incomes and 
lower corruption levels. In contrast, countries 
with high trade costs tend to have weaker 
and more corrupted governments. Therefore, 

Fig. 3. Gains from liberalisation under Scenarios 2 and 4 using percentage changes over the 2015 baseline GDP level
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Fig. 4. Gains for low- and middle-income countries from liberalisation under Scenarios 2, 3, and 4

Fig. 5. Gains for high-income countries from liberalisation under Scenarios 2, 3, and 4
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reducing trade barriers must go together with 
improvements in the quality of governance 
to see an increase in income levels and eco-
nomic competitiveness.

Deliberate protectionist purposes
According to the report, governments don’t 

recognise how crucial maritime transport is 
in trade negotiations. “This may be due to  
a lack of appreciation by countries of the stra-
tegic importance of maintaining competitive 
and cost-efficient maritime supply chains for 
the benefit of their national economies.” After 
all, maritime transport handles over 80% of 
the global merchandise trade. The coronavi-
rus pandemic has undoubtedly underscored 
the importance of shipping in supply chains 
worldwide (though the public eye is still very 
much stone-blind to this, preferring to focus 
on the negatives like the Suez Canal blockade). 
In response to the coronavirus outbreak, by 
24 April 2020, more than 80 countries or ter-
ritories had imposed some additional export 
restrictions. That alone caused a decline in 
the supply of manufactured goods globally, 
but coupled with labour shortages at ports, 
the movement of goods slowed down in the 
second quarter of 2020 faster and to a greater 
extent than ever before in such a short period.

Moreover, the authors state that recently, 
maritime trade restrictions are on the rise, 
varying greatly from country to country, 
and have been imposed for “deliberate pro-
tectionist purposes.” Often, these restric-
tions take the form of NTBs instead of tra-
ditional tariffs. NTBs have proven to be the 
most fundamental obstacle to trade in devel-
oped economies that already have low tar-
iffs. The study found them to be ineffective 
weapons in trade disputes and damaging 
to countries’ economies that impose them.

Trade protectionism can be seductive 
because tariffs increase the government’s 
immediate revenues; such policies can be 
used to promote domestic production, increase 
employment opportunities, and raise wages. On 
the other hand, local companies and custom-
ers can be negatively affected by trade restric-
tions due to, among other things, a decrease in 
international competitiveness, fewer product 
choices, and higher prices. Further, even though 
some jobs can be saved through protectionist 
trade measures, other industries must cope 
with corresponding job losses because higher 
prices translate to lower demand and output. 
And while federal revenues can indeed increase 
as a result of tariffs, they are often offset by, for 
example, lower tax collections from corpora-
tions and payroll along with numerous other 
adverse economic outcomes.

Unquestionably, in recent years, powerful 
nations have increasingly started using their 

trade policies as weapons and tools of retri-
bution, which is exemplified by the trade war 
between the US and China, continuing since 
2018. The two countries had imposed tariffs 
on one another’s goods for reasons debated 
globally for quite some time now. The US 
and other nations accuse China of intellec-
tual property theft and unfair trading prac-
tices. At the same time, China claims that 
the Americans are trying to stop the state 
from becoming the global economic leader.

Perfectly illustrating how trade policy 
can be used as an effective political tool, in 
2016, then-presidential candidate Donald 
Trump built his campaign around blaming 
China for the loss of manufacturing jobs in 
the US. He criticised China’s unfair trade 
practices and accused the country of engag-
ing in “the greatest theft in the history of 
the world.” He promised to put China in its 
place and force companies to return manu-
facturing jobs to the US. Trump’s political 
instincts were correct – he sensed the frus-
tration of American factory workers and 
farmers who felt that the political elites were 
ignoring their concerns. For that reason, it 
was some of the manufacturing-depend-
ent regions of the US, such as Wisconsin 
and Michigan, that on the election day have 
unexpectedly flipped for the Republican 
candidate, putting Trump in office.

The 45th US president stayed true to his 
word, the trade war began, and the reality 
hit. The higher import tariffs serve pri-
marily as a sales tax which increases costs 
for average consumers. The uncertainty 
accompanying the trade disputes has led 
to global trade diverting away from the US 
and China and slowing down manufac-
turing, investments, and global economic 
growth. The US manufacturing plants have 
been affected by the weaker overseas mar-
kets and an uncertain investment outlook. 
Factory employment started falling partly 
due to Trump’s steel and aluminium tar-
iffs, which were meant to protect domestic 
producers from unfair competition. Yet, as 
a side effect, those measures also disrupted 
supply chains, leaving industrial compa-
nies without materials but with skyrock-
eting price points for steel and resin. US 
farmers, meanwhile, lost the majority of 
the $24b Chinese market due to retaliatory 
tariffs from China.

Trump ended up losing his re-election 
when the same regions that pushed him 
over the edge in 2016 voted for his oppo-
nent. And, perhaps in another lesson on 
trade disputes, once you start a war, it’s not 
easy to end it or undo its consequences. In 
May 2021, around 300 US manufacturers 
sent a letter to Joe Biden, lamenting the 

tariff-resulting “scarce metal materials and 
unsustainable prices” as the new president 
negotiates tariffs with the European Union 
and approaches talks with Beijing.

Additionally, COVID-19 highlights the 
pivotal role that seaborne transport plays in 
global supply chains and the fragility and 
complexity of world trade. The pandemic has 
had a “swift and severe” impact on maritime 
transport services, and the study names the 
pandemic as one of four major challenges to 
liberalisation in maritime transport along 
with domestic resistance to reforms; con-
flicting interests among low-, middle- and 
high-income economies; and the prolifer-
ation of trade tensions. COVID-19 drew 
attention to the fact that predictable regu-
latory and trade policies are vital for the 
maritime transport sector and, as such, for 
the global supply chains, especially in times 
of economic instability. The lack of consist-
ency or clarity in trade regulations could, for 
example, stifle agricultural imports/exports, 
which affects food security across the globe, 
possibly leading to malnutrition or hunger-
related deaths, particularly in underdevel-
oped countries. Similarly, especially during 
a pandemic, limited access to medical sup-
plies could have grave consequences.

Global upheaval
Clearly, trade wars, conflicting economic 

interests, resistance to trade reform and unex-
pected global events such as pandemics can be 
detrimental to the global trading landscape; 
in these times of increasing globalisation, 
their aftermath can be felt across the entire 
world. By analysing four different, more and 
less ambitious, scenarios for possible future 
trade reform, the Protectionism in Maritime 
Economies Study determined that reduction 
or removal of trade barriers in maritime trade 
can be economically beneficial. The results 
point out that balanced, transparent and 
well-thought-out trade policies, particularly 
in maritime, can encourage economic growth, 
notably if domestic reforms are combined with 
multilateral trade agreements.

Additionally, in times of global upheaval, 
free and open trade policies ensure that supply 
chains remain undisturbed, help in sustain-
ing human welfare and economic stability. 
Furthermore, in the present time, any govern-
ment policies that facilitate trade could help 
with the post-COVID-19 recovery, particu-
larly in struggling communities. Even without 
pandemics or other disruptors, the relation-
ship between trade and poverty reduction is 
undeniable; in the last 30 years, developing 
countries nearly doubled their share of global 
exports while poverty rates dropped from 36% 
to 9% in the same period. �
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