Introduction to International Trade 
Test Key
Name: ______________________                                                     Date: ____________

Part I: Matching- Write the correct letter of the appropriate term in the blank.

	a. export
	b. import

	c. subsidy
	d. globalization

	e. trade barrier
	f. tariff

	g. international trade
	h. NAFTA

	i. WTO
	j. trade war


1.  A  Any good or service brought in from one country to another country for sale.

2.  J  Refers to two or more nations raising or creating tariffs or other trade barriers on each other in retaliation for other trade barriers.

3.  D  Refers to the reduction and removal of barriers between national borders in order to facilitate the flow of goods, capital, services, and labor.
4.  I  An international organization designed by its founders to supervise and liberalize international trade.
5.  B  Any good or service brought in from one country to another country for sale.

6.  C  A form of financial assistance paid to a business or economic sector.

7.  G  The exchange of capital, goods, and services across international borders or territories.

8.  E  A general term that describes any government policy or regulation that restricts international trade. 

9.  F  A tax levied on imported or exported goods.

10.  H  An agreement signed by the governments of the U.S., Canada, and Mexico creating a trilateral trade bloc in North America.
Part II: Multiple Choice- Write the correct letter of the best answer choice in the blank.

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

a. Change in political leadership

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

c. War and other uncontrollable events 
d. All of the above
2. C   Which of the following is an example of a trade barrier?

a. North American Free Trade Agreement

b. Globalization

c. Embargo

d. World Trade Organization

3. A   A supporter of globalization would argue that globalization _______.

a. leads to a more efficient allocation of resources, with all countries involved in the trade benefiting. 

b. causes labor unions to be weak.

c. leads to the exploitation of foreign impoverished workers.

d. damages the natural resources of the planet. 
4. D   The North American Free Trade Agreement (NAFTA) was formed on ______ between the countries of ______, _______, and _____.

a. December 17, 1991; China, Mexico, and Canada

b. January 1, 1994; Germany, United States, and Mexico

c. December 17, 2005 Canada, Mexico, and England 

d. January 1, 1994; Canada, United States, and Mexico

5.  D   Which of the following is a function of the WTO?

a. Review and propagate national trade policies  

b. Oversee the implementation, administration, and operation of covered agreements
c. Provide a forum for negotiations and for settling disputes
d. All of the above 
Part III: True or False- Determine whether each statement is True or False and write T for True and F for False in each blank.

1. False   The WTO has 3 member nations.
2. False   Trade between Georgia and Texas is considered international trade.

3.  True   The goal of NAFTA was to eliminate barriers of trade and investment between the USA, Canada, and Mexico. 
4. True   International Trade is mostly restricted to trade in goods and services.

5. True   International trade is typically more costly than domestic trade. 

Part IV: Short Answer- Answer each question by writing the appropriate information in each blank 

1. What does the acronym NAFTA stand for? North American Free Trade Agreement
2. What is one trade barrier? Answers will vary; examples-tariff, embargo
3. Balance of trade 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. 

4. Trade Protectionism is when a country protects industries that are strategically important to its economy by implementing tariffs or providing subsidies.
5. If a country were to raise tariffs, then a second country in retaliation would similarly raise tariffs. 
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