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Free Trade Under Fire, Chapter 2: Study Guide
	Questions
	Answers
(including pages/quotations/key terms)

	What is the thesis of this reading?


	

	Facts: Are You Paying Attention?

	(a) Why did Adam Smith believe that free trade was beneficial?  


	

	(b) What is comparative advantage?
	

	(c) What was David Ricardo’s key contribution to trade theory?
	

	(d) In what industries is Japanese productivity higher than US productivity?   In which industries is Japanese productivity lower than US productivity?
	

	(e) What is the meaning of the “inverted U” relationship between per capita incomes and pollution levels?
	

	(f) What is the relationship between government agricultural subsidies and the use of fertilizer?
	

	(g) What are the “preconditions” that allow a country to reap the full benefits of free trade?
	

	Arguments: Did You Understand?

	(h) Since wages in China are only about 5 percent of US wages, why doesn’t the US import everything from China?
	

	(i) If US steel makers are more productive than foreign steel makers, how is it that foreign steel makers can compete with US steel makers by exporting steel to the US?
	

	(j) What is the alleged link between trade and peace?
	

	(k) What is the relationship between trade and pollution?
	

	Synthesis: Can You See Connections?

	(l)  If productivity and absolute advantage are no guarantee of a country’s ability to export a particular product, why is productivity important?
	

	(m)  In what ways does trade improve economic performance?
	


