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Why is free trade beneficial ?
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Export = $195.32 bil.
(61.5 %GDP)

Import = $182.4 bil.
GDP 2010 (57.4 %GDP)

= $317.7

Inter Trade = $377.72 hil.
(118.9 %GDP)




Why is free trade beneficial ?

Opening of trade

|s free trade

always beneficial?

Lower prices



Is free trade always beneficial ?

A large country can use trade taxes to

Improve the terms of trade (ratio of export to
Import price) in its own favour.

What about small countries?



Reason for intervention
- Violation of optimal market conditions

- Market failures and missing markets (e.g. financial)
- Economies of scale and learning (e.g. infants)
- Externalities and spillover effects (e.g. multifunctionality)

‘ Distributional effects of trade

- Within country

- Between countries

‘ Non-economic reasons

- National security, (food) self-sufficiency, etc.
‘ Contingent protection (unfair practices)
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