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Some questions:

• Do world market prices exist?

• Do world market prices reflect production cost in main 
production regions?

• Can world market prices be considered as constant?

• How can unemployment due to trade be considered?

Theorem of Comparative Advantage
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• What if trade changes preferences?

• Can trade hamper domestic development?

Some Dynamic Aspects on Trade and
Comparative Advantage
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• Nominal protection / taxation

• Effective protection / taxation

• Producer (consumer) support estimate

• Indirect protection / taxation

Note: Measuring Protection and Taxation 
in World Agriculture
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Producer Support Estimate by Country
(% of value of gross farm receipts)

Source:  http://www.oecd.org/dataoecd/63/54/32034202.pdf, p. 20
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Questions

1. Explain welfare and distributional effects of free trade as compared 
to autarky!

2. Explain how a protectionist price policy in a customs union leads 
to transfers!

3. Discuss the thesis of a global misallocation of resources in the
agricultural sector!

4. How can protection be measured? Describe the different concepts!
5. How can protection be implemented in an import and an export situation?
6. How can taxation be implemented in an import and an export situation?


