
International Trade

- Tariff ( tax on imports )

- quota ( limit on imports )



bnderlyiyAssumptrodsma.tlDomestic Economy / Country &
→ whatever it does does not alter the world

i. e. how much it buys or sells does not affect the

world price .

→ world supply curve is horizontal
i. e. the world can supply the good at phorld
as much as the small country wants to buy .
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ABD = CS under free trade
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Tariffs increase the import prize , shifting
the 5

""
upwards . This allows more domestic

p producers to compete against foreign
producers . domestic
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Quota : Innit on imports

1) got sets a limit of how much

can be imputed
2) govt issues

"

import licences
"
to

firms
, usually foreign firms .

3) these licences allows the holders to

buy goods abroad a -1 Pworld & sell them

in the domestic mkt at higher price,
making money .



p done
.

S gloom -

+ Quota

quota Quota limits amount of
1 I

pdom. goofs to be brought into
- -

- - - - -

domestic
economy . ThenPaola - - - - - - - p. - - - q

pw
' l she got allows ppl to trade

•
,

I 1 9
,

i don
. according mht forceI Di1 I

Ces
,

Ce's QE §,
G which increase the price

new M

= quota original M .

% Paving
.

At Paola , domes -1,2 producers produce at Cest,
while domestic consumers buy at 65 .

Thus
,
6£ = Cest 1- Quota .
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Ceuta Revenue
,
earned by

trance holders who buy goods
at Pw and sell at Panta[
Ceuta Revenue may become

DWL if licence holders are
foreign forms

.


