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After the economic reforms in India, the scope of international trade is expanding 

tremendously. With the growth of international trade, there are various challenges and 

issues are also emerging. The tariff is one of the most important concerns that affect the 

international trade. International trade is nothing but the exchange of goods and services 

as well as resources between countries. It involves transactions between residents of 

different countries. In comparison to internal trade, international trade has greater 

complexity as it involves heterogeneity of customers and currencies, differences in legal 

systems, more elaborate documentation, diverse restrictions in the form of taxes, 

regulations, duties, traffic, quotas, trade barriers, standards, restrains to movement of 

specified goods and services and issues related to shipping and transportation.  
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1. Introduction 

International trade encompasses all instruments that 

governments may use to promote or restrict imports and 

exports. There are various concerns that come across the 

international trade in trade negotiation. While participating in 

the multilateral trading system and while negotiating bilateral 

trade agreements, countries assume obligations that shape 

their national trade policies. The instruments of trade policy 

that countries typically use to restrict imports and to 

encourage exports can be broadly classified into price-related 

measures such as tariffs and non-price measures or non-tariff 

measures. Here researcher would like to focus on tariff 

barriers that affect the import of the country as a whole. With 

the increasing imports of the country the problem of balance 

of payment of the country would enhance and it would create 

the pressure on the country. That is why the tariff measures 

are applied so that the import can be curbed as when it is 

needed for the economy as a whole. For the surplus balance 

of payment condition for the country, country needs to 

increase export and on the other hand imports must be 

curtailed at the expected level with the help of various tariff 

measures available for the same. 

 

2. Objectives 

1. To control imports of the countries. 

2. To control international trade in numbers or to 

expand the same under given condition of the 

economy as a whole. 

3. To eliminate the hurdles of international trade for 

both the countries. 

4. To increase or decrease the level of transparency in 

international trade. 

5. To maintain conveniences of international trade for 

the traders of all countries. 

 

3. Research Methodology 

The research paper is an attempt of exploratory research, 

based on the secondary data sourced from journals, 

magazines, articles and media reports. 

4. Various Forms of Import Tariffs 

There are various forms of import tariffs that affect the 

international trade as a whole, it can help increase or 

decrease the international trade as and when country wishes 

to do so considering the requirement or with the changing 

external environment of the globe. These various tariffs can 

be summarized as follows; 

 

 Specific Tariff: A specific tariff on import means to 

charge a fixed monetary tax per physical unit of the 

goods imported. For example specific tariff means 

charging a certain fixed amount per unit of import like 

Rs. 500 per unit. If 10 units are imported import tariff 

would be Rs. 5000. It would be difficult during 

inflation to keep the same rate otherwise the source 

of income of import duty will short fall for the 

government. 

 Ad valorem Tariff: An Ad valorem tariff on import 

means to charge a constant percentage of the 

monetary value of one unit of the imported goods. 

For example 10 percent import tariff on the total 

value of the imported goods. If the consignment of 

import is of 1,00,000 then as per 10 percent Rs. 

10,000 is the import tariff. Here if the amount of 

consignment changes the amount of import tariff also 

changes accordingly. 

 Mixed Tariffs: A mixed tariff is nothing but the 

combination of specific tariff and ad valorem tariff. It 

is set considering the amount as specific tariff as well 

as ad valorem tariff whichever is higher. For example 

on certain goods 10 percent or per unit Rs 1000 

whichever is higher. 

 Compound Tariff: Compound tariff is also a 

combination of specific tariff as well as ad valorem 

tariff. Here the tariff is calculated on the basis of both 

the value of the imported goods ad valorem as well 

as unit of measure of the imported goods. For 

example on a certain goods 10 percent on total 

consignment and per unit Rs. 100 both. 
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 Technical Tariff: Technical tariff is charged on the 

specific contents of the imported goods. Here the 

duties are payable by its components or related 

items. For example Rs. 2500 on each circuit plus Rs. 

30 on the chip used in the gadgets. 

 Tariff Rate Quotas: Here the word quotas mean the 

threshold limit of import of certain goods and 

services. In general the tariff rate for quotas decided 

is charged at a lower rate compare to the import 

above the threshold limit of quotas. The tariff is 

charged comparative too higher for the import above 

the quotas limit. 

 Most Favoured Nation Tariffs: MFN tariffs are what 

countries promise to impose on imports from other 

members of the WTO. It means that in practice MFN 

rates are the highest that WTO members charge one 

another.  

 Variable Tariffs: Variable tariffs are fixed to bring the 

price of an imported commodity up to the domestic 

support price for the commodity.  

 Preferential Tariff: The preferential tariffs are the 

part of preferential trade agreement, under which 

they promise to give another country at a lower tariff 

than their MFN rate. These agreements are 

reciprocal. A lower tariff is charged from goods 

imported from a country which is given preferential 

treatment.  

 Bound Tariff: Bound tariff is a kind of ceiling above 

which tariff cannot be raised. A bound tariff is a tariff 

which a WTO member binds itself with a legal 

commitment not to raise it above a certain level. The 

bound rates are specific to individual products and 

represent the maximum level of import duty that can 

be levied on a product imported by that member. A 

member is always free to impose a tariff that is lower 

than the bound level but not higher than the 

maximum limit. 

 Applied Tariff: An „applied tariff‟ is the duty that is 

actually charged on imports on a most-favoured 

nation (MFN) basis. A WTO member can have an 

applied tariff for a product that differs from the bound 

tariff for that product as long as the applied level is 

not higher than the bound level. 

 Escalated Tariff: Escalated tariff means the system 

whereby the nominal tariff rates on imports of 

manufactured goods are higher than the nominal 

tariff rates on intermediate inputs and raw materials. 

Therefore the country supplying raw material and 

importing manufactured goods will have to suffer. 

 Prohibitive Tariff: A prohibitive tariff is one that is 

set so high that no imports will enter. Such tariff is 

imposed on such goods which are harmful for the 

country and for the people. 

 Import Subsidies: It is also known as negative 

import tariff. Here the subsidies in terms of 

percentage or in terms of number of unit are given so 

that the import of certain goods and services can be 

enhanced for the importing country. 

 Tariff as Response to Trade Distortion: If 

importing country is suffering from some tariff issues 

from the exporting country in terms of trade, they 

suppose to use the above weapon to protect the 

condition of the trade in their own country is known 

as tariff as response to trade distortion. 

 Anti-dumping Duties: Dumping occurs when 

manufacturers sell goods in a foreign country below 

the sales prices in their domestic market or below 

their full average cost of the product. Dumping is an 

international price discrimination favouring buyers of 

exports, but in fact, the exporters deliberately forego 

money in order to harm the domestic producers of 

the importing country. This is unfair and constitute a 

threat to domestic producers and therefore when 

dumping is found, anti-dumping measures which are 

tariffs to offset the effects of dumping may be 

initiated as a safeguard instrument by imposition of 

additional import duties so as to offset the foreign 

firm‟s unfair price advantage. 

 Countervailing Duties: Countervailing duties are 

tariffs that aim to offset the artificially low prices 

charged by exporters who enjoy export subsidies and 

tax concessions offered by the governments in their 

home country. Countervailing duties are charged in 

an importing country to nullify the advantage that 

exporters get from subsidies to ensure fair and 

market oriented pricing of imported products and 

thereby protecting domestic industries and firms. 

 

5. Effects of Tariffs on International Trade 

International trade plays very important role for the overall 

development and growth of the economy as a whole. Tariff 

affects the international trade to both the exporting as well as 

to importing country. Tariff is a tool whereby country can 

increase or decrease the scope of their import or export 

considering the requirement of the economy as a whole. The 

various effects of tariffs on international trade can be 

summarized as follows; 

 

 Tariff barriers can be used as obstacles for 

international trade whereby the volume of imports 

and exports can be decreased or we can say control. 

The possibility of more export can be decreased 

when importing country imposes higher tariff for the 

same. 

 To protect the domestic businesses, the tariff can be 

increase for imported goods, so that the imported 

goods become expensive. Domestic consumers 

suffer a loss in consumer surplus as they have to pay 

higher prices for the imported goods in comparison to 

earlier they were paying for the same. 

 With the increase in import tariff, import substitution 

will increase which will provide booster for the 

domestic industries to growth and develop. 

 With the increase in import tariff, the producers in the 

domestic industry can charge higher prices and can 

earn more so that the production activity in the 

domestic economy will increase which will promote 

employment and growth for the economy as a whole. 

 With the increase the scope for the domestic 

industry, it would be easy for the domestic market to 

increase competition as new firms will surely entry 

the industry because of higher profit and more scope 
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of the business. With the increasing in competition 

the consumer will get more quality goods at a 

cheaper rate in the domestic market. 

 With the increasing the scope of domestic industry by 

imposing import tariff, the domestic industry will be 

competitive and therefore the economies of scale 

can also be reap by the producer which will benefit 

both the producers as well as the consumers in the 

domestic market. 

 With the increase in import tariff, the source of 

revenue for the government will also increase which 

helps the government reduce the fiscal deficit for the 

country. 

 

Thus, the tariff will mainly used to protect the domestic 

industry so that the scope of business, employment, 

production, GDP etc can be enhanced for the economy. 

 

6. Conclusion 

For the majority of the country of the world, it would be 

unimaginable to run without the international trade. After the 

economic reforms and establishment of World Trade 

Organisation, the scope of international trade has expanded a 

lot which has benefited the economies of the world. But with 

the increasing reliance of trade on other countries would not 

create the problems for the domestic industry is the important 

concern to be considered by the individual country. To get free 

from the above fear the important tool is tariff with which the 

country can get itself protected from the negative impact of the 

international trade. 
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