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THE ECONOMIC LOGIC
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I, pencil
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Comparative advantage
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Autarky
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Free trade

I Trade improves aggregate welfare
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Tariff

I Tariffs decrease welfare

I Tariffs increase producer surplus and decrease consumer surplus
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THEOREMS
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Theorems

I Hecksher-Olin: A country will export goods that make intensive use
of abundant resources and will import goods that make intensive use
of scarce resources.

I Stolper-Samuelson: Protection benefits the scarce factor of
production. In a labor-scarce country, labor benefits from protection
and loses from trade liberalization.

I Ricardo-Viner: Model of trade based on sectors, not factors.

I Assumptions?

I Stolper-Samuleson: factors perfectly mobile

I Ricardo-Viner: factors not mobile

I Type of conflict predicted by each model?

I Stolper-Samuleson: conflict between classes (factors of production)

I Ricardo-Viner: conflict between industries
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DEMOCRACY AND TRADE
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Montesquieu on Trade

Commerce is a cure for the most destructive

prejudices wherever we find agreeable manners,

there commerce flourishes; and that wherever

there is commerce, there we meet with agreeable

manners.
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ICA: Democracy and Trade
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Theoretical argument

I In a democracy, the number of people who have a say on who rules is
larger

I This means less power of special interests

I Leaders need to form larger coalitions

I Special interests have less importance; aggregate welfare has more
importance

I Free trade promotes aggregate welfare
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Democracy and Trade: Regression results
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