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6 Topic: @)f International Trade

(1) The Mercantilists' Vlew of International Trade — €x P o T

(2) The Theory of Absolute Advantage — Adawn Srrh,

(3) The Theory of Comparative Advantage —,

(4) The Heckscher-Ohlin Theory of Trade R)Cea vde
New Trade Theory - An Introduction T
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QUESTION

e

#Q. What was the primary objective of mercantilism?
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A Maximizing imports

~
B Maximizing exports "/@
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C Encouragingffree trade

“Trade wihout —(;*ci.FF

D Miniﬁlizing government intervention




QUESTION
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#Q. According to mercantilism, trade is viewed as:

t -

A ' A cooperative endeavor

B Azero-sum game_~

C Beneficial for all parties involved

D Irrelevant to economic growth
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Topic: Types of Tariffs

(1) Specific Tariff- It is fixed amount of money per physical unit or

according to weight or measurement of commodity imported or
exported.
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(2) Ad Valorem Tariff- When duty is levied as fixed percentage of
value of traded commodity. ==
A 30% ad valorem tariff on any American cycle.
This tariff preserves protective value of tariff on home producer,
but it gives incentives to deliberately undervalue good's price
on invoices to reduce tax burden.
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(3) Mixed Tariffs- They are expressed either on basis of value of
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imported goods (an ad valorem rate) or on basis of a unit of
measure of the imported goods (a specific duty) whichever is
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higher.
For Eg, duty on American cycle @ad valorem or Rs. 4000 fixed

tax, whichever is higher.
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(4) Compound Tariff- It is generally calculated by adding up a
specific duty to an ad valorem duty.
Thus, on an import with quantity q and price p, a compound tariff
collects a revenue {t.q)+(t,pq.)|
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(5) Technical/Other Tariff- These are calculated on the basis of the @
specific contents of imported goods i.e. duties are payable by its
components or related items.
For Eg- Rs. 10000 on each E-rikshaw plus Rs. 100/per kg on
battery.
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J6) Tarrif Rate(Quota) It combine two policy instruments quotas

and tariffs , where Imports entering under specified quota
portion are subject to lower or zero tariff rate and Imports above

T

quantitative threshold of quota face a much higher tariff.
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(7) Most-Favoured Nation Tariffs- Import tariffs which countries
promise to impose on imports from other members of WTO,
MFN rates are the highest that WTO members charge each other.
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(8) Variable Tariff- A duty typically fixed to bring the price of an
imported commodity up to level of the domestic support price

for the commodity.
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(9) Preferential Tariff- Countries promise to give another country's
products lower tariffs than their MFN rate. These agreements are

Feciprocal,]
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(10) Bound Tariff- A WTO member binds itself with legal

commitment not to raise tariff rate above a certain level
(maximum level of import duty). A member is always free to
impose a tariff that is lower than bound level. Once bound, a tariff
rate becomes permanent and a member can only increase its level
after negotiating with its trading partners and compensating
them for possible losses of trade.
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