Exam review
6 questions, 3 hours
2-4 pages per question

CH1
-some economies are more open than other; most open is Belgium
-open economies
-globalization: interconnectedness between countries
-measure by investment, GDPdp rising, exporting rising, and imports rising
-drivers of globalization
- drop in cost of technology, reduction of trade barriers, reduction of shipping cost, rise of anti-union
- against globalization: those in highly trained industries, low wages, environmentalists, mfg workers, unequal distribution of wealth (rising)
- purpose of globalization: withdraw power and ability of governments; reduce scope
- for globalization: lower labor wages

CH2
-not a good essay question
-concepts might be used on other 

CH3
-no question

CH4
-no question

CH5
-figure 1 of ch.1
-trade theory
-absolute vs. comparitive advantage
-new trade theory: gov’t can take advantage of a series of activity to gain or keep competitive advantage for themselves
-economies of scale: China having a bigger population than Japan 
-learning by doing: workers going back to native country after further knowledge(postsecondary education) 
-don’t need to have resources, advantage can be created and developed in other ways
-7 dominant countries producing cars, eventually some of them are going to start shutting down=> increased competitiveness, not enough space for everyone

CH6
-boundary around a country=> protectionism
-answers 2 questions: objective of protectionism and how do we do it?
-trade policies for protectionism
	-tariffs
	-non-tariffs barrier=> quotas, especially import quotas (export quotas=trade barriers)
	-subsidies(agriculture)
	-cultural reason: limits on foreign bank operating in Canada, exchange rate manipulation
-below market rate exchange rate=> biggest way to carry out protectionism because it affects all trade (exports and imports)
-objectives of protectionism
	- protect jobs
	- protect local profits
	- human rights reasons
	- strategic reasons
	- national security reasons
	- food security 
	- political reasons

CH7
-investment
-why foreign direct investment?
- substitute licensing, exporting 
-exporting weakness: trade barriers, confronting foreign country
-exporting is an unreliable strategy
- licensing is risky because possibility of stolen intellectual property; no control over marketing, production, quality, and inventory
- FDI can be made short term or long term; can buy out a company; Greenfield investment (American company building a chip factory in Vietnam);
-done for strategic reason, to stay we are here; don’t want to yield market share and add entry barriers to market
-you control the company from top to bottom
-what are the advantages and disadvantages to FDI? Outgoing and ingoing?
-reluctance to accept FDI was worldwide=> fear of FDI act for Canada
-FIPA= Foreign investment protection acts; allowed countries to invest abroad; out going investment from Canada increased rapidly
-invest in familiar area and expand globally; mining for Canadian
- advantages FDI: create jobs, control over investment
- FDI=> more hazardous, polluting in FDI in developing countries
-Sovereignty is always almost compromised; foreign company uses power to dictate certain policies
- missing reverse flow: developing countries investing in richer countries
- developing countries investing in each other

CH8
· countries coming together forming trade blocs- EU, NAFTA
· what kind of integration occurs?
· What are the advantages and disadvantages of integration?
· Why integration?
· Most important thing of NAFTA was energy security for USA
· Types of integration
· Free-er trade agreement/environment 
· custom union: freer trade agreement + common trade policies
· common market: custom union + free mobility of labor(rare thing)
· economic union: common market + common currency (trying to become the US of Europe); political union; ex is USA, Canada, UK; EU lacks fiscal policy
· purpose is to push domestic resources on foreign countries
· what level of integration?
· What are the advantages and disadvantages?
· Advantages: free-er trade, specialization, comparative advantage, more flow of investment, sharing of technology, bigger markets, political advantage (same policy=no war; nothing more costly than war)
· Disadvantages
· Trade distortion: non signatory country trade more with signatory country
Ch9
· interconnection between countries
· every market that has an exchange rate is a market economy
· a lot of trade nowadays happens without currency
· exchange rate: price of one currency in terms of another currency
· exchange rate is highly volatile and changes all the time
· how we determine exchange rate (demand and supply, equilibrium, etc.)
· Purchasing power parity=law of one price; based on principle of arbitrage; transportation cost + commodities=why principle doesn’t work
· Reason PPP doesn’t work because
· we don’t have the law of one price 
· transportation cost are real not trivial
· multinational corporation have pricing power (ex: Canada producing uranium cartels)
· nature of exchange rate; dirty float exchange rate; intervention of gov’t in exchange rate market

CH10 
· No questions regarding the IMF
· Different ways international monetary system is structured
· 4 type of exchange rate:
· float
· fixed
· dirty
· regged
· advantages and disadvantages of fixed vs. floating
· peg: fixed exchange rate relative to another currency, usually US currency
· need a lot of US currency surplus to manage it
· need a lot of discipline
· china currently holds one; can see changes within a month
- disadvantage of flexible exchange rate: currency risk, uncertainty
-  need to protect themselves against US currency change


NO QUESTIONS REGARDING IMF, WORLD TRADE BANK., ETC…
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