Chapter 22 Free Trade and Protectionism (SL)
Define

Free trade
Protectionism

Infant industry argument

Dumping 

Arguments for protection: explain, evaluate arguments, give examples
	Explain
	Evaluate arguments
	Example(s)

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Arguments against protection: explain, evaluate arguments, give examples
	Explain
	Evaluate arguments
	Example(s)

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Types of protectionism: define, graph, give an example, and evaluate the effect
	Type
	Define
	Graph
	Example
	Evaluate effect

	Tariffs
	
	
	
	

	Subsidies
	
	
	
	

	Quotas
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The supply/demand schedule overleaf describes the automobile market in Australia.  With the aid of graphs:

a. What is the equilibrium price and quantity in the absence of trade?

b. Imagine Korea, Japan and China can supply the entire automotive needs of Australia with cars priced at $15,000 each.

i. Represent this on the graph

ii. What is the new market equilibrium price and quantity?

iii. How many cars sold are Australian made? How many are imports?
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c. In response, the government could:

i. impose an import tariff of $5000 per vehicle, or

ii. grant a subsidy of $5000 per car to Australian automakers

iii. impose a quota on car imports of 20,000 vehicles

Compare the impacts of each response in terms of equilibrium price and quantity, preservation of the domestic manufacturers’ market share, and impact on the government treasury.  Which action do you judge to be the best, considering the interests of domestic consumers, producers, and taxpayers?
