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CHAPTER 17

Trade Theory, Agreements & Patterns

1. The Importance of Trade to Canadians 
· Historically, trade was the result of nations getting rid of what they had an excess quantity of in return for something that was in short supply.
· Today, trade is an essential component of the Can[image: image3.jpg]
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adian way of life and the world movement towards globalization.
· Imagine a grocery store with no foreign products!
· We can easily see how dependent we are on imported goods.
· Actually, exports are even more important to Canada, making up about 40% of our GDP (compared to about 10% for the USA)
· In essence, trade improves one’s standard of living because specialization and trade is more efficient than trying to be self-sufficient. i.e. both buyer and seller benefit from trade.
· Absolute advantage (Adam Smith) is when an individual, region or nation can produce something more efficiently than another. 
· Comparative advantage (David Ricardo) is when[image: image5.jpg]
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 an individual, region or nation has an absolute advantage in the production of everything yet still benefits from specializing in the one good it can produce best.
· Terms of Trade is the rate at which a country’s exports are exchanged for its imports.
· Note: We will read through p.378-382 together
· P.383 “Working with Absolute & Comparative Advantage”
2. The Case for Trade Restrictions
All of the following are explained in detail in your text on p.382-384  They are all Economic argu[image: image7.jpg]
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ments in favour of trade restrictions.
Protection of Domestic Employment

Retaliation
Protection against Dumping
Note: Dumping is selling a product in another country for less than it sells for in your own country.
Diversification

Protection of “Vital” Industries
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rotection of Developing Industries

Improvement of Terms of Trade

Protection of Environmental and Safety Standards

Protection from Foreign Influence and Control

3. Current Impediments to Trade(p.385)
· Tariffs or Import Duties
· Subsidies
· Transportation Costs
· Export Taxes
· Voluntary Export Restraints
· Trade Sanctions and Embargoes
· Quotas
  Trucks Cars

A 20       9     -Specialize trucks
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                            Wills      Table

Lawyer               1hr         20hrs- be a lawyer

Carpenter               5hrs       2hrs- specialie in woodworking

                            Wills      Table

Lawyer               11hr         20hrs- be a lawyer

Carpenter               5hrs       2hrs- specialie in woodworking

                        11/20           20/11- law

                         5/2              2/5-wood
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