
Global Economics 
 

Lesson 5:  Fair Trade 
 
1. How do subsidies help domestic producers?  Why are subsidies considered an unfair trade practice? 
 
2. I want a CVD (and an SLS).  Under what circumstances would I be eligible to obtain a CVD?  Who 

would give me one?  What is the process for me to get a CVD? 
 
3. I’m a producer and someone told me that they thought that my foreign competitors are dumping. 
 a. What is the definition of dumping? 
 b. How could I demonstrate that foreign firms are dumping in my market? 
 c. Describe the process of applying for protection from dumping.  Who gets the complaint? 
  Are the agencies likely to approve my application for protection?  What are the remedies that 

 they will grant to correct the dumping problem. 
 d. Is it expensive to file a request for protection from dumping? 
 e. Are the US Government agencies friendly or hostile to requests of this type? 
 
4. I have a study that shows that my competitor was selling its product in the home market for $75 but 

selling the same item in my market for $50.   
 a. Calculate the dumping margin. 
 b. Can I have a duty placed on this company’s imports of this amount? 
 c. How does this help me? 
 
5. Generally, do you think the anti-dumping laws in the US are fair, effective, and beneficial to the 

American consumer?  (This is an invitation to discuss both the costs and benefits of these laws.) 
 
6. What is predatory pricing?  Do the anti-dumping laws protect against predatory pricing? 
 Do you think that a strategy of predatory pricing would be likely to succeed?  That is, would a 

foreign producer be able to employ a predatory pricing strategy to obtain monopoly power and then 
raise prices dramatically?  Explain. 

 
7. What is the Escape Clause?  How does it work?  Does it accomplish anything useful? 
 
 


