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Summary:
Tariff is an instrument to protect domestic industries from foreign industries. There

are mainly three types of tariffs. Import tariff is most common among nations. Tariff
affects the nation’s domestic consumption and production. An imposition of tariff by a
small nation reduces the domestic consumption of importable commodity and
increases the production of domestic production. An import tariff also reduces the
imports of the nation. An imposition of a tariff decreases the consumer surplus and

raises producer surplus.




