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Protectionism in Kenya 

 
Clothing in Kenya 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Clothing is produced in Kenya, but the m arket equilibrium  is a higher price than w orld 
supply. World supply is m odelled as being perfectly elastic as there are large stocks of 
clothes. 
 
By allow ing free w orld trade the supply curve shifts to SWORLD, and so the equilibrium  price 
decreases from  PN to PW and quantity consum ed w ithin the econom y increases from  QN to 
Q4. H ow ever dom estic production falls from  QN to Q1, and the quantity m arked on the 
diagram  as QM represents the level of im ports if free trade is im plem ented. 
 

This can be undesirable for an 
econom y that has infant 
industries. A  tariff is one form  of 
protectionism . For industries w ith 
high fixed costs a reduction in 
output m entioned above due to 
w orld trade w ill cause a 
proportionally large increase in 
unit costs as illustrated to the left 
the m ovem ent from  O1 to O2 
causes a proportionally larger 
increase in unit costs from  U1 to 
U2. 
 
Thus a tariff can be view ed as 
desirable to protect infant 
industries and so raise dom estic 

production to a higher output, low ering unit costs. The size of the tariff can vary, but as 
illustrated above a tariff of m agnitude PWPT causes a decrease in total quantity dem anded 
and supplied from  Q4 to Q3, an increase in dom estic production of Q1Q2 and low er im ports 

Price 

QS &  QD p.u.t. 

PN 

PT 

PW 

Q1 Q2 QN Q3 Q4 

D 

SDOMESTIC 

 

SWORLD  

QMT 

QM 

U nit cost 

O utput 

A TC 

O1 O2 

U1 

U2 



Gareth Jones (JLB) – Econom ics (SJM) 

dow n to Q2Q3 from  Q1Q4. So, w hilst the tariff benefits dom estic producers as it increases 
their production total consum ption is low er and the consum er is paying a higher price.  
 
A griculture in the EU  and  its effect in Kenya 
 
The production of agricultural goods in the EU is heavily subsidised. The subsidies w ere 
introduced after the Second World War as an incentive for production yet today lead to 
overproduction of goods for w hich subsidies are available and arguably should be 
rem oved. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
SDOMESTIC represents the dom estic supply in Kenya, and D the dom estic dem and. By allow ing 
free trade supply shifts to SWORLD, w hich is assum ed to be at a low er price than those m ade 
in Kenya. This causes an increase in total consum ption of produce from  QN to Q3. The 
dom estic production has decreased from  QN to Q2, and QM represents the im ported 
produce. The effect of the EU subsidy on the production of agricultural products is to low er 
the w orld price further as the subsidy reduces the costs of producers in the EU. 
 
For the consum er in Kenya this arguably m akes them  better off, the equilibrium  price falls 
further from  PW to PS, and the quantity consum ed increases from  Q3 to Q4. H ow ever 
im ports rise from  QM to QMS, and dom estic production falls further from  Q2 to Q1. 
 
Whilst the relative size of these changes depends on the elasticity of dom estic supply and 
dem and and the size of the tariffs in m arkets w here suppliers have very few  variable costs 
decrease in output m ay m ean they can no longer com pete w ith im ported prices (a further 
shift to the left along the A TC curve on the previous page). In the long run this could result 
in the econom y becom ing reliant on subsidised production from  Europe.  
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