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Unit 4

Essential Questions

1. The key to trade is? Specialization
2. What are exports? The goods that are sold to other nations
3. What are imports? The goods that nations buy from other nations.  
4. How does a nation incur a trade deficit? When imports exceeds exports 
5. What is absolute advantage? When a nation can produce a product more efficiently than can another nation.  
1. What is comparative advantage? The ability to produce a product at a lower opportunity cost (more efficiently).
2. What are the 2 main barriers to trade? Tariffs & quotas
3. Name 2 arguments for protection. (1) Could harm national defense if the U.S. becomes too dependent on other nations; (2) infant industries should be protected from foreign competition; (3) *protect domestic jobs from cheap foreign labor by using quotas & tariffs; (4) limiting imports will keep American money at home.
4. What is the balance of payments?  The difference between the money a country pays out to, and receives from, other nations when it engages in international trade.
5. Name the 3 trade blocs from the notes.  NAFTA, EU & ASEAN
1. What is an exchange rate?  The price of one nation’s currency in terms of another nation’s currency.
2. What are the 2 types of exchange rates? Fixed & Flexible
3. When the dollar weakens/depreciates, what happens to U.S. exports and imports?  U.S. exports will rise & imports will fall.
4. How will a weak dollar affect the balance of trade? Weak dollar = trade surplus
5. Where would you go to find exchange rate information? The internet or large daily newspaper
