Introduction to International Trade Study Guide Key

Name: __________________________                                                              Date: _____________

Read the following questions and answer them according to the Student Information Guide. 

Multiple Choice:

1.    D    Which of the following is considered a risk in international trade?

a. The purchaser is unable to pay for the requested goods

b. Change in political leadership

c. War and other uncontrollable events

d. All of the above

2.    B   Which of the following is an example of a trade barrier?

a. North American Free Trade Agreement

b. Embargo

c. Globalization

d. World Trade Organization

3.    A    A tax levied on imported or exported goods is a(n) ______.

a. Tariff

b. Subsidy

c. Import

d. Embargo 

True or False:

1. False   An export is any good or service brought in from one country to another country  
for sale.

2. True   A trade war refers to two or more nations raising or creating tariffs or other 
trade barriers on each other in retaliation for other trade barriers. 

3. True   One of the earliest international trade routes was the Silk Road.

4.  False Trade between Georgia and Hawaii is considered international trade.

5.  True   International Trade is mostly restricted to trade in goods and services.

6.  False   In globalization workers are free to move and work in any member country.

7.  False   International trade is typically less costly than domestic trade. 

Short Answer:

1. Define international trade. International trade is the exchange of capital, goods, and services across international borders or territories.
2. List five examples of regulatory activities in international trade. Fiscal, safety and security, environment and health, consumer protection, and trade policy.
3. What does globalization mean? Answers may vary, but may include topics such as: Globalization is the process of being able to spread goods, services, labor, customs, and beliefs amongst many countries more easily. Regions and countries with varying cultures are now connected through a worldwide network of communication and trade. 
4. What country, not counting the EU, is first in international trade? United States
5. What is a tariff? A tax on any imported or exported good. 

6. What is trade protectionism? When a country protects industries that are strategically important to its economy by implementing tariffs or providing subsidies. For example, the U.S. and Europe apply protective tariffs to agriculture.
7. What is an international trade war? A trade war refers to two or more nations raising or creating tariffs or other trade barriers on each other in retaliation for other trade barriers. 

8. If a country were to raise tariffs, then a second country in retaliation would similarly raise tariffs. 

9. Trade facilitation looks at how procedures and controls governing the movement of goods across national boarders can be improved to reduce associated cost burdens and maximize efficiency while safeguarding regulatory objectives. 

10. What is a subsidy? A form of financial assistance paid to a business or economic sector. 

11. An import is any good or service brought in from one country to another country for sale.

12. An export is any good or commodity transported from one country to another country, typically for trade.

13. What is balance of trade? It is the difference between the monetary value of exports and imports of output in an economy over a certain period; it is the relationship between a nation’s imports and exports. 

14. What is a trade barrier? A general term that describes any government policy or regulation that restricts international trade. 

15. List the seven trade barriers. tariffs, import licenses, export licenses, import quotas, subsidies, non-tariff barriers to trade, embargo
16. What do the acronyms stand for?

a. NAFTA- North American Free Trade Agreement
b. SAFTA- South Asia Free Trade Agreement
c. EU- European Union
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