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Ifa    FQKIIS OF ricuT: CTION 

1. Tariffs have lun0 been uced at ..  ;,cans  to ¡,ro.«>xc  mum. trial u#velOT*e»t 

in the country impo.ài^  t.iem.      By IM s m     t.i«   price o.   ti,*; i..j.^tec  -roùuct 

relative  to huut-produced  CUCL ti tu tu: ,  t^üTc improve  tac C-J  , o ti íivi .»eix 

of the latter.      Protection it, c  t   ;i  course   t..e oi.i;- i action •-:   t.jiifii.       In 

countries  :t m ecrly  GUM.« of economic uevelo Mit,   tMfit usually  r^r«" ~«.nt 

an importât source  of revenue.      Iîoreov r,   t;.'!fà    r    .Q^timcr retorts  to ,-s 

;, ..loans to corree,  e: tern, .1 lucU-nc<   or  to  it.prove  terme o¡   tr x e.       For  the 

purpose of  the procent  rote we  ore inter«, it:., omy m tve protectivt   function 

of tariffs, 

2. Unuer certain cenai Lione tarif is :.i-.,y not prove  euliicuntly elective  as 

•n instrument o¿   protection.        aceorem ly,   they  are supple, erntet. - or replaced - 

by qucr.titative r   ctrrctiono.       In  V.u..  cas    th.-  flou  ox   import,   l.   not left   to 

the interaction of  cones.ic ¿nd io. eiwn prices,  but  i.   qurjitit«-tiv,. Ly determined 

by administrative decision. 

5.      Under bo,., tto-iffa uio  uucntiWtive restrictions  the incective  i.   provtced 

to liome  producers  throve an  ircre.ee in  t.:e  level of cou* stit  pneeu.    Hoover, 

,-jOvernwcnt yoliey m;,y  not favour j» excestiive  increpe  in tlw   price of certain 

producto.       In .uca c<.seu protection muy b*   partly  secured torou.h  tac  payment 

of  tubsiwicL to ho;,it   producers. 

4.      Ir.      l:xc« number oi dtvelopir.p countriec foreign txc*vn,.e i- object to 

strict control.      Altaoc,,. tue  ^.»ic rim o.   t,uch octroi i, to cciend Lie b Unce 

of .vomenti- po.-.iti.-n,   it i~ freoue: tly -«eu at-      ..rotcctive tovice. 

%      Tariffs, QP's,   subsidies and foreur  .^c rúan e control reprint tue major 

forme oi   protection in   tac  u.:ve lopin« • worla.       To be  sure, other barriers to 

the in*loi-, oi  ujpoitc  co ..-.cii t  ("._.  uo.cer taxe.,,  liuc.-l eacjpe.),   but they 

are not pnncip. lly deGipnea   to  protect  the aome  im.uttry.      In uw.-.t cuses 

these barriere involve   ¿   flr.t rete O.  duty wach i, lia upon ..11   typ* B of 

imports irre^ectiv-,  of -h» tu,r tin    umuct m  4a ;'i.n ir or i~ no-, locally 

produced.      Ite   to  Uuit^iam   of  time  -iid  cp.ee,   th.   prient note   is confined 

to turiffu --ne    u nüt« tive r< --ri- Uvnc. 

fi;—Tijgi'FS áS idi ii^vnu. m oi i UOTECTIQK 

6.      In a developing econopy md^tnUi-.iior.  i.. iu.cly conceivable without 

the shelter of protective tariffs.        T..i* view it.    a old HB Von Lict má John 
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Stuart Mill.      Both sanctioned derogation from the'principle of free trade in 

the cabe cu  "ini ant industries". 

7.      In a developing economy resources w^uld not «ove spontaneously from 

traditional mvc tuien t such üG land  and buildin,.  to ¡.lantuacturint.,.      There is 

..  aerei ty oi  e;.treprenoi.aü va.o ao, i^  t he  uuca      rick.       Iloreover,  it ie not 

certain tiu.t  the rate  ox  r<-- turn in r.iunui .¿cturin    .. cti\ity . ov.id be  suiiicient^y 

high to i.ttract t\ pit. i    xn   other resoLccs fro¡:.  the  tradì „ìonal  occupations. 

Tariff protection ID  therefore needed  to »nhance  profite: îixty in new industries, 

;*.   Uii; the  nak oi   comp., tin^  luporte  ane  overcome   the inerti-    of resources which 

otnert.'isi   wo.lt   prefer  to  atick  to   traditi,;   I  ocaup. tions. 

.       In rcijiy of   tue developing oountriti  '-.neh have now  attained e resonuble 

lv.1 oi   mduatri.lizatioi;,   tariff  protection has been : ucceesfuily used in the 

.   rlv ri-aee of  iinpurt  substitution,       Iír..2ilf  argentina,   Chile, Mexico,   Inula, 

UAH    Israel  ane Many other?, were   rule   to  r ttam  aeli-eouf iciency in  a wide ran¿e 

of Manufacturée  eoiaruuer: «  , ooe: .       Moreover,   th<   ltv, 1  Oi  protection needed to 

a., v. lop thie  type oi   .-ooa.   va. no,   • ¿evasively h^.h. 

, The ..rob. ems 01 sh-lter, e im u. tri IíL tiun b.t;ar to nuke t.ie.a&elveu felt 

'.tun thee, oointriei; tiioveo. tu ,. in her „t ct oi import cubstitution, i.e. íroia 

i< :.; ur.ici'e   tü   ir: terrecí;, te   ai e  Cá/lt, I     ocue.        In  ¡,.0..t  CüI-CL,   «ven  íor   :.   country 

i-   : -i0  üí;  Brazil,   tat.    size  oí   tae   he..ie  farket w a   net  suif identic   l^r,,e   to 

: uí;t; in raí   ínuuiítr.v   ..{   -in efficient   ,x;üc oi   op. r  tien.       Aü   .  cu/^equenc.  many 

:,   aclu s oi   th«.   m i r.aen  te  ,xu   c.pii, 1 . ood.   iia.ui.triec bec-j.ie v<xee with thu 

pro.j...M of  .ne as capacity.       7 ^ :,   n.   u_rn .^t  riee  to  hi.,a unit coat. Itador 

a- e.   ein am. tar.ci ;J  tae   uieu.,try  eo.le  only  ,^  ..¡ ae vielle   tlirot^h th<   application 

of     xc.üc.ively  a.i ,u   tarili rat, e. 

lu.     T'ai;   proîl,.; i:. nu, Oi   courte   true  of all branchée oi   the  îrte.'i.iediate 

•J.-  c. rit- 1    ooe.   meut tri-s.      Some of these  countries aid suooeadián 

• stabi ißain-  certain   inductrice in  t.us Category et a i\ . a.onable level of 

.ih îciency.      But in . ajiy c bet  tie   aituc '.ion  ic ere recterized by excess capacity, 

.î.-a unit   cost  <end .iiLjn   tarif fu.       Since   tac-  output oi' thet,c   incus trie t, is used £.6 

input  by i.ujiy   retore  ìnciuein,   t,;.    ¿¿.port sector,   tiic  aaverac   . fleet was felt 

taraua'tiuut   tin.   econofoy, 

11.      Tine  ir. aot to  ar¿;ue..tiu.<  developing co un tries should stop short of 

producing  intermediate  or capital  . oods.        The  answer to  the  above-mentioned 

prouleia is  faofoldt 
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(a) Devclooin,, couitrùt» „ho ad be selective in tac choice of industries 

to which tariff protection wo-lü be accoroed. 

(b) The possibilities of ¿Clonal integration, or at least o.  cooperation 

at the rvi,n,a  level", "should be 'strioueiy colored in order to overcome 

the lii,ut,.tiem  oi  the  BíZO of tac national m rket. 

12,      The decree oi  protection eccorded to  cert in  inuustrier  should be measured' 

by the rate oA  .fieetiv.,,  ... th.r t..an nominal,  tariff,      Tho nomine tariff r<;te 

is the one   specified m the  tariff  ¿che-aule- of i!Äy country.       Tin.  elective rate, 

on the oth,r hone,  reiette th.   aount oi  import outlet  to vduo cuued.       To 

illustrate,   assume  tiii-t   Lie   jrice oi   procuct A in tlu.  ex-port in,: co Jitr\   ic equal 

to U00 and th.t the rate oi  numir.J.  tariff in  tho importing  country is around 

$120,      The  r te  of ef.ectr/e. triff spende on  tie proportion oi  v^ue  adaod. 

Suppose that it rcpr..ents ,r..   runter oí  t, nricc oí  product A in the exporting 

country.      Tho price oi   >lc-0 wo ..d taen be broken into 

I25    value  adi ed 

$75    materia  inputs 

âssumin    taút r;i. t..nal inpute arc irnpoi-tou uutyfroe, th* rate ©i effective 
tariff uoulu be cui to 

¿20     (amount oi   Loties paid) 
or 8C> 

$25    (amount o.   v J m   ad. ud) 

13.      In tue £ ov    exam:\L.  t.u.  effective  tariff tamed o«t ta fee four times 4* 

high as the nomma.        TV.b 1., due  to tlvj fact tau value ¿¿àaod «a* mammà to 

be one quarter oi   ta   '>ri^  i.¡  tra     aporim,   country.      H¿a it beoti ont third, 

the  effective  tariff woad   .. v    bee..  thr..c   tim,.   th,  no..ixn:. A   «r.»,       Aw ajcmral 

rule,   anc.  ussui.anj  ta. t m tan  i  lnputc oro  importée < aty-ire* f   tac   off, ctivo 

tariff is equal   to  t.t,  r.omin i   tariff nu. Uri ice   l,v  ti.,    im,rm 01   the   iroporUon 

of value ad, ed.       Sau .lu   , Urial   irr)  t a..   ßabi et to du ti  u9   ta-   forum a for 

calculating   tiiv   effective  t-riff ..o-iu t>,    *,x,a  t LO.e   oow^lic   ta.      But  a» Ion* 

,s tariff to truc tur w  1. c^ovcteri^c   oy .....c  latior  m  ta,.   ^n„,    «,«?   tj-iff r»U« 

rise with th«.  increpe  in  the usr^ o:  fabric .ti^r -A  «jç-    i/a product,   tí*« 

effective tuTiif *MOU1U aiv;a;'e be ;iit,.i*.r ta<ji th*. iwaiaO.  tariff m any »t^e «f 

production. 
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14-.      It is not difficult to see i/ixy th.. effective  tcjriff it more indicative of 

the uearec of prut ction than thv, nominal tariff. By excluding raw met oriti s 

and other mí turiti  inpuU,   the   concept of efi active  tanfi  concentrates on  the 

( eßree of protection afforded to  the origin. 1  faeton, of   proc:uction  (labour  and 

capital).      Thic i Lì   the.  truc  measure Ox   ¡.rotection.       In  tlie  ; bove-nientioned 

example   th.  nominal   tarif i   i„   20  p. r Cent while  t/u   effective   t riff is 60 per 

cent.       Since  import euty i:.   20 -x.r cunt,  Lene    rot • ctier.  co Id  .-.ithstand 

foreign competition ¿.B Ion,; at:  ta;   coet per unii is not („ore th,ji 20 per cent 

above  world imrket price,       In otaer worde the ..one  ineu   try co.J.d be 20 per 

tnt lei,,  efficient  ti, an  tlu t abroad.       However,  by assumption,   au much as 

three   cjuartert; oi   the  price  of  the  ;.iroeuct is  accounted for by raw a, terialB 

i:   ic,   li   it li; duty free,   woula.   bi   available,  to  t;i,. home   industry on  exactly 

ta.    .ame  terms au it wo a a be  to   i .rei n  prouueert ,   i.e.   ;..t world market price. 

rt.:cordin¿;ly,   tlu   raw material  component Ox   tae  co~t of production would be   the 

• •;•;.   at   lome   j-iu abro^. In    aiti ca^i.   the origin. J. lactore ox   production  in the 

i:a-.     inau.tr;   co..Jd  st uà  t..eir own    jamet foreign  cone  tition  if thoy are   less 

fuel  nt  th<ji   ta, ii>  Aii'ex, 7:  counterp,i't by au ;,iuea  . ;., ,,0  (.>e.r cent ,ne net by 

<-.. r> ly ?U per  cent.  a:, mi .ht  be ;;. u,.. e i rom  the nomin. 1  t-, riff r,.te. 

The   signiiicance of  t.,    CJ.,O  pt o..   . fiecti.e t^'iif  i.   tuoiold.       First, 

*   ¡r, ic,,t< s  ta..t,   m-a t,L   t.u   nominal   tieriffa rateu mi^hl, be  in  some  of the 

. v  lopin,,  cauntrie^,   th..     ctu, 1  acgree   Oi   ^rotvCtiun  le  in many matances 
!--i  r; Lily ,;reet,,r.       Secondly,   t...   height of   >,h<    tariff b rri.r facing the 

*-:Oi*..  oA   ;¡icíiul\.ctuiei.; îrom euv lopin,,  cour.tri; e  ir.   U<    industriel countries 

.. '.tucii ,;r,   ter  ta,j,   IL  indicted by th.  rutes  yp<ciiiul  in  t.,riff echedulee. 

M:;  is  partieui rly  JO in   t<u   e....ti of   eirnply pi-oceeeei   r-w u tu ri al s whioh 

r     r.ermally  eh,r ,.c tv r la-.d  by  a Ver/  low  pro .ortier.   of w-luo  added. 

Th.:  . xcetJBiv.    i  .t.   oi'   ero taction  u. eoue  c t>e^ r IGCE  th.   problem of 

. *r.díjit  protection.       Prate c  ion  xs & ..id  to   be ruuiuu-í-jit Wiu.ne.ver ,   réduction 

err« r. •   tanfi   rat  .. „e-uxc r.^t  muucc  ,. centr etian m   the  biix- of   the home 

- .. *:y,   eut would  sia il;,  r duce   t.'i-    ai..ount ci    xe.Ba proli t..  made une^r the 

• ' ••   il-   of ..i,;h triff rt.a.       Unuur  co:.; . etitive  condì ti or t. reuuneant protection 

••     '..e. iv i.e.       ?h,.   ai  lu.r  ta.,   tariff,   the   tiu..;er  th.   in.lu.tiy .ma vice 

'••-•a.       Ir.  ..my  ..i taction   ti.,,    .arisi   lirai'ou-d  be   r.akin,.   jue-t  enough  profits 

• '     r  it  ir« bu«ine»b.      Il   txiif r   ta e re  I\,ü-COü it -. euld  Le forced out of 

't,;a8'      Tuit   lfe 'l<Jt,    ^».cVe-r,   tae   typic.l  sita, tien m   t.k.  ¡.¡ocern industrial 

ie éfcVejlonin^ ew-Btrit,s.      Ir. .-JO. t c.t^¿ t „_ inuu.tr-• cor ti at» oi" tov 
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firm».      ïfoe entry uf now firms is not a simple metter und,  in rny crue,   is subject 

to control by the public autuonties.      In  such a situ¿tion the problem of 

redunaant  prelection becomes ^ real  one.      The price chargea  to consumers would 

reflect the full  amount oí   the  tariff.      But it would  be lazier than is necessary 

to .aaintam the  current  sÍ2,o of the  indu«try. 

17»        One  of the:  important issues in Wiff protection is that of  "tariff 

factories".       It it; ar-Ueu that aiau tariff protection  should nut be judged 

sololy on  the basis of  its impact on   the  allocation of  rt sources but •Ghould 

be considered ¿Jso from  the view -.oint oi   their  power to attract foreign firms. 

Whon faced with ui^h tariffs,   foreign  supplf.re  e, ,y fir.d  ix   in  their interest 

to bypass the barrier by e t; tabi i clung points of  supply  behind tra   tariff wall, 

i.e.   in the  home  market.       The  im uceaent  to   .,ai.ft  tini]' bare  oi   operation 

in  this way would   be  strongest, if  tac   tariff redimo,   whi.e  aamiitin    the   importo 

of raw materials  and capital  equipment uuty-free  or at ver\   low rr.t«.:> of  duty, 

subjects   the: imisheu  proauct  to  exceptionally    .la'n rates,       by  shiftin0   hie 

source  of   supply   to  the   h.nio  market,   the  foreign  prouucei i.'oaie  avoia  the 

payment oi   ni-a curtios  ane wo aid   tax.,  avont.^c   of the hi,;, h  price  of the   proauct 

in the home market. 

18.       Tue   i..cue,   uowever,   is not  so   simple.       Tuo tariff wall  May   oe  so   'nigh 

as to be prohibitive.       In etaor a ora s ta.   foreign   roaucur i/o,.id  be  totally 

excluded from the  home  market.       If t,m market  is ¿-  sutficiently impartant 

outlet,   tlie  loreijn producer may be  maucea  to  consider shiftin,;  the  source of 

supply to by-pi. sa  the   tariff barrier.       If t   hei.eVer,tbo existence   of   the   tariff 

barrier does rot    ireclude   tía    -losoibij ity of cap tur ina;  a cort. in  share of   the 

home  r.v.rkut,   the   foroi0n  proeucer would Certrinly  M...ko   ,-. coi jurison  u.tween   the 

volume of  sales as all   ;.:s the   profit per unit under  tao  alternatives!     one in 

which he would  sup ly  the  nome  r.u.rket Iron abroadj     the other in which he  would 

be  an  inside  supplier.       ouch a emprima  would not  ;Jways be  m favour  of the 

sacona  alternative.       Although the   1 vol  of aoi.a ¡. in.   ance may be  considerably 

higher  tiun   th, t ol   th>.   world  mark  t  price   4 a   is ne   reason  to  e asume   that 

auch  a price  '.inferential  is not ..ore   than o.fset by the  eoa. differential. 

In oía. r words  tue  coat of   .roauction in   tue „loae  naarket may be  so  aijh  aa to 

o.'faet any prie.   aevanta,a.       In  tao discus^ijn  oí   taia subject  the  iaproasion 

is sometimes ,;ivon that by aaif tm0 aïs la se of oper- tion the   foreign producer 

wouxd combine   «,hc  lu.h aomestic price with the low foreiam cost. 



19.      There i*, perhaps a need to investigate empirically the extent to which tne 

.xistcnce of a hi.Ji tariff wall v., y the principal  GO terminent oí   tac locu¡¿ of 

production.       It is clear,  however,   the t the decision to  invest in a given 

market   ISJ different in ne tuie  from the.t of bom    simply a supplier.       The 

r,,   :•;.[.., nt decicion  t.kce  into  account  a, host of factors  including political 

n:k ; no  Btr.bili.ty.       In this., kind of  calculation,   the  cu-.vantage of by-paasing 

tu'   tr riff wall would not  boe¡.,  to  c<- rry «, greet weight. 

III.      Qji.i VITnTIVS: ii^'fkiGTl.IeS ¿liL TltEUi TiiHIFff E^IVALENT 

?Ck       In many of  tk<   ^.Vvljpiri.,  counxricu tariffs  aro no  longer  the major 

instrument of  control over   Lúe  fio;, of  imports.       On ricco un t of   the  clironic 

foreign   <>.rchan. ,e  snort.-¡.f   more   circ ct  üOíJIB of control  arc retorted  to.       In 

u;n,v cauce  importe  of  .    vice ran.e  of  products  are   subject  to  a  quantitative 

v<. ut.-iotion of une   form or  ¿notik.r, 

21i       ;.ltho>K.h  started as  an ine.-i.-rume.nt  to maintain cxternel bilenco,   QR's 

soor b  crune   ;   major form o,   production.       Compared with the  tariff,   QR's 

en   mere  effective  anc1  i.ore  predictable.      Uniese  tue L.vol  of  the  tariff iß 

.o hi,it    .s   to be   prohibitvc,  homi-   producer::, remain exposed to  foreign 

comp, tition.       The   tarifi   doe., not d . ek lai.    link between  domestic  : rie, world 

...  iket  price.       It only mek,.s,  the former nicker  th-.n  the  1. tta-r by  the  amount 

of  t.a   tr riff „       But  tile  uoim otic- -rice  level  reu.ina s<. neitiv e   bo ch,. nges  in  the 

oorld market price.       If,   due   to  mera. ..eü ai f îciency,   the  world ;m.rk, t priée 

f .11;;,   a.uch a ca.n^e   n.  t.--ai: „eu „ ted   to   the  dai... e aie mrrket.       Stated differently, 

ta,,  tariff  a-,  a luiidic p  that  pi..cos   Un.   foreign  supplier  r.t a disadvantage,  but 

!i<    is not  thereby  elieiir; ted from  cor pt tition. 

db.      Unlike  tariffs,   QR'R  spc-.ll   t'ie  end of  nrice  competitiveness,       now o vor 

• -fficicnt tile loreign eup.jier may be or may become, hie oxoort performance in 

die aarkot is Ta-de t> rmined by the quantitative ; llotin^nt. The link between 

t.'i>   (lorn, aiie  price   level   ano   the;  world  market  prico   its for  all   practical 

: urpos« ;-:   totally destroyed. 

• ''. It in íEfuuc, of course, that tile import quotas contiti tute an effective 

r. . ì.r.'int  te.   traue..       This moans  that  ...t t.-ie  l,vel  of pnces ruling in the 

a  :i otic mrrket,  foreign   suppliers wouüa be willing  to oiier :•   quantity of 

importa  ea.ich  is gr.ater  tien  the quote   Plotted  them.       Accordingly,   quotas 

brusirai::  a certain  amount of traue wmch would otherwise h,.ve  taken plu.ee  at 

the .-xiEting level of prices.       The amount of  fruetrated trace depends on the 

degree  oí  restrict-i-vcnest; of the  quota in caca case. 
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24.      It i e pernr.ps not réalisée, tn. t QR's involve in many instances a considerable 

degroe of protection.       The canc.pt of  Ue  tariff equivalent of quantitative 

restriction  sorves to  illustra,  the  point.       Por .ver.   quota si tuition  there  is 

e certain tariff rate which,  h._a it been ¿ppli.d,   ,/Ould h:ae produced  the 

sai.iu volume  of imports.       Such  tariff rat.  is J-jiuwn as the   impli.it  tori,f 

rate to distinguish it from  thv explicit rate  m   im.  t.arij f schedule.      As 

mentioned in  the  precedi: 0  DOT-  raph the  vol•.,   of  imports une.r  .K's id 1, ss 

than it would otherwise h^ve been. ,    It iolloi.s tir t tao  implicit tariff rute 

in any quota situation must be  higher  than  the   explicit  ¿aiiff rate.       Stated 

differently,   the invisible  trace  barrier una,.rlyiatj   th.   quote,  in aijher than 

the visible  trade b; rricr embodied in  the  tariff  schedule. 

25.       The  followin,.,  example:  a.rves to   brin;, out mor,   clearly t.w nature of  the 

*rade barrier involve  in   the quantitativ, lastnctior s.       Suppose  the t at a 

tariff of 20 pur cent on  cotton  fabrics,   til.    actual  volui.v vn   imports wo.dd 

amount to 1,500 units.       Assumin,, ne,r..,clly  ^.pou supply ;n.. eemond functions, 

the  country  m question  could r,0ulate   the  ,a:oant of  imports simply  through 

variations  in   tariff rate,  raising  the  tarili   v/hen a   smaller volume  of  imports 

is desired,  loaerin^,  it in  the  opoosite  c; GO.      Accorcim ,ly,   it ìL-  possible 

to conceive of a serie?; of tariff rates . ,,ainst each of wuich  the volparne of 

imports would be recorded.      Tais ic  shown in   the followin:; schedule: 

No. 

2 

3 
4 
5 
6 

7 

Hypot leticai 
- .Torüf  (%) 

100 

50 

40 

30 

20 

10 

zero 

Volume of Imports 

zero 

1,000 

1,200 

1,300 

1,500 

1,700 

2,000 

In this-schedule seven situations arc distinguished,  rancinc from a prohibitive 

tariff of 100 per cert unaer whicn the volume  of imports would ,Ä.   zero,   to a 

free  trade  situation whore  tariff would be-  ¿ero and  tue  volume  of  imports would 

be  2,000 units.       SWtin¿,   from  situation  5 with  .:   t.ariff of 2U  per  cent and 

imports of l,Sü0 unita-tlu   wovern..i< nt i..«*<y wish,  for  protective  or b-lunce-ol- 

puyments reasons,   to  reduce  imports to only 1,000 units.      Accorsane  to our 

schedule,   this result could be acievod by simply resina,  the tariff to 50 por 
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•v.    *^4ff unuard nav not be feasible- for legal,  political cent.      But revising tho tor iff upu^i-a nay nu-* u 

or ,OTOOic conquerrions.      Accorane*,  th. „ov„rnn«,t «a, 

,¡u   t5ritt r,tc  r.t 20 p.r cent =nó  i^o«. :  ,-th or l.OuO »nit,.       m tnx. 

c»  th.  tixiff .^.^r,t o,   t.,   qJot, or th. elicit t^ff r.t. »oui* b. 

• 0 P. r ent »hica lt .vih.ntl.v hi,,,-  th• the elicit t,.»ff  (M p,r .ont). 

26        Whht t. 1. uul;,a. count» to i, ta t for «.ry <* th.ro  i. gyc.pt.all, 

', xiff ..uav-l.nt.      It uoud U of :   r»cul:x mt.r. : t Ü auch .qvavUunt 

; ...   „    ,„   «M,   ih -ctua ,:uct,   -tatt-h       Th.  Soy  to   thxr PT.U« i, to 
, + .„..!   rrirc rvlctivc.       Given  th; t  tac   QR is cm I,    found in  the   uot.xctic-. xterm.x  prie. i\.i..xivc 

• f.otiv. rentrât to tr.u,,  it foil«« ft. t.* d.,e*d for th. non-lio.rali*cd 

- •„ .et, ht ,..   ,;,,Uv.r.h •»!*>» .?^r then t» ..r.att.d „apply.    According, 

;;.o,„..ndE  , -^„v.,. ,..u=n W»L h.  r-icti*   U, t,-  Kvcl  of prie, in 

. ;    MM ,,,kt. Th.  situ- tior. i.= ,-ri.ctly P^eUU   to  t., t oi     rooucts 

..     ,    .       ....   ....c..,citv valu." oi th. n.h-Ub.raiz.d products abj.ct to r. tlonin¿.       .h.     oCr.x ey  v^j.. 

corresponds to tae  "black m.rkct» iricc ox  rationed producto. 

7        Tac  oc^cit, vduc of  ta, n.n-lib.r,liaod product, points to  the tariff 

„uxvol.nt of th. quot, in force.       rïor,  pr.ci-cly,   ta. difference  between 
s„-   „,   th      vTort nricc     ü a   ,roPorti.n of  the  latter gives an •h,  uonk,stic  price   ane ta,    .xpoi i tuxe, 

tariff  oauiv-lont of the quota.       To  illustrate: 

Domestic price 

Ebcport price 

Tariff -q avalent 

.pproxim. te measure of the 

-  ,25 - x9. .100 » 150^ 
10 

I»  thi. «»»plu  if the QU ,ives ris,   to  a domestic price wmch is  1*o and a 

rvlf   ti*,  ta, worla m-^t  price,   th,  tariff equivalent would be  150 per cent. 

,-.       On  th,   fue.  of it  thi:   look, like  , simpl, r:„ thod  of calculating the 

t-riff eqvivr;l..nt.       In :^y c,3.s it will  prov, foible  .aim uueful.       But it 

i«  as w.ll   to   r,aiiE,  some of  tiu   limitations.       In th,   first pl^cc,   price 

u,ioni.tion  IB on, of  th, mo,, aifxiclx  to  cone  by.       Owin.  to   ta.,   existence 

>.   nu^rou. brano.,   prie,  c, t   ,   .ven if  ,v.,ila,xe,   ^v not b,  comptable. 

*r-    i,,por trait,   however,   ie   tiu   fact  th.-t ta,   price  ox   the non-li^ralizod 

Pr«,uct  xu olt,.n  sublet  to   ,o,.rn,„n. control.       Oiv.,   taat  ta,   officiel 

,rl,   ,ooiu   o,  xix,d at a level  wiac.  is lour th, n   th,   cc^cxty value  level, 

it  would   b,   úselas as a .ne.sur,   ox   th,    tariff .quirlen*.       In   tms case  it 

..-or b.    -rtm,nt to  tdec  . e count oi   ta,  "black m.rket" price if any. 

¡J    Price  c.i.i.  pJus import duties. 



Altorn.tivoly, one raay have  to «nakc * ,Gtim;tc of th.. volüB« of dfc«nd - ^t^r 

«tirfied or not - at the govern, .nt-controlled price.      ». .»lier ti», «to to 

the competent authorxtiec would provide  :  U^ du*.      On tin.  b  sxs of ^ 

estxm,tc8  toother with ,ric,-tl. .tacit,  ^   du .fMi a6£Ul,:,tion0f  lt ,olüd ^ 

possible to calculée  t:,e  tnriff cquavU.nt of  cw*txt,txv. r. stncüons. 

IV*    ^^¿TH? I.SUE& POU LlSçnrgTtff 

a)   Wurfc crt. the dirfcrcnt fori,,» o<   oro*n-   r  • r-> ,i, 4l    4k u.  ^row^cii^r,    nu V.IK t is th*, Appropriate 
Bcopo of each? 

*)   What io th. ra,tionship botec« t^xff po.icy aM the import «bHltttl«» 
programme? 

•o)   What is Meant by th.    »effective- tariff r. t.  mu ,.,t ie itB fci^AftCfJlc.T 

*)    In it concibió to Lav. a extuation of «rcduadant« tarxff protection 

e)    To whit extent ao  "tariff  f. e un«- " mr, ••••„•     .,  , L.c.jrxL^    con-txtut»:  --. ßcriaut .jr~umuit  i« 
favour or  tariff pro*o«tà»a? 

*)    Whet io  tíu   diif.r.nc,   t, ta en  tarxffs and  ^txt.tiv*  r.;.u-ictioi.. tata 
respect  to forex¿7i  co   p   tition? 

g)    Wh t x, ;n<ant ly   th,   frxff erruxv. lent of  Qfi,s?      Wh; t i«  ta,   •i^ifiC«C* 
and now to moatvuv   it? 
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