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Final Exam Review

Exam format: the exam will last 120 minutes and have three sections. Section 1 will include short ID’s of concepts and should take no more than 25 minutes; Section 2 involves one essay (choice of 2) from the first half of class; Section 3 involves two essays (choice of 3) from the second half of class. Each essay should take you 20-25 minutes each.
Here is a list of 20 concepts, of which I will ask you to explain 5 (no choices). Your answer must contain 1) a definition, 2) what effects follow (e.g. alliances raise the costs of war), 3) an example from the readings/lectures/or your own analysis (must be real world example).

1.  	Anarchy
Anarchy is a system with a lack of Central Government at International Level. In an anarchic setting, states are forced to balance without a third party enforcer. 
Effect: This induces the states to use self-help methods (which could lead to a security dilemma, which could lead to costly peace or costly war)
Ex: Germany pre-WWI was a state pursuing hegemony in an anarchic world.

2.  	Self-help
In the absence of a third-party enforcer, states seek security in form of acquiring weapons and military forces, as compared to other states. 
Effect: This ultimately leads to security dilemma.
Example: The arms race leading up to WWI

3.  	Commitment problem
Everyone benefits from agreement/peace, but in absence of third party enforcer, one side may fear the other party will break the agreement in future. 
Effect: Due to lack of trust between the states, the peaceful cooperation is not carried out. This results in peace at high costs
Ex: the prisoners dilemma, you can never get CC because fear of cheating. Because states cannot trust each other, they would need to act aggressively. Leading up to WWII, war was not prevented 

4.  	Buck passing
Buck passing or passing the buck is the situation where one state is expected to take responsibility of deterring a hegemon and other states do nothing (free ride).
Effect: This leads to one/ few major states or no states at all shouldering the burden of deterring a rising power. Failure to balance.
Ex: UK, US, France and USSR did not do anything to deter Germany prior to WWI, allowing it to rise to power as it did.

5.  	Democratic peace: is that democracies don’t go to war with each other because democracies are credible partners and war against them would be costly—democracies win most wars they’re involved in—therefore, democracies ensure peace better than any other regime type.
-They rarely fight with other democracies
-allows more trade with other democracies
- they send credible signals 
(Note: Democracies are trustworthy --more so than autocracies-- because they follow the rule of law, allow free media, and are unlikely to lie due to audience costs. Ex: Saddam Hussein, being the head of an autocratic regime, was not believed when he said he didn’t possess WMDs. )
Effects: increase in number of democracies would reduce possibility of war.
Example: Democracies have never gone to war with each other, of the X amount of wars democracies have fought over the past X years, their opponents have always been autocracies.

6.  	Transaction costs (and how IO’s reduce them during the process of buying & selling, on top 
The costs of trading. IO’s reduce them by reducing uncertainty by sending credible signals to each other (member nations see each other as trustworthy) and allowing for agreements to encompass more nations. (No need for multiple deals.)
IOs lower transaction costs (costs, both implicit and explicit, of doing a transaction/trading with other states) by following certain rules and expectations and being enduring.
Effect: States don’t need to rehash arrangements/start from scratch when trading with a state in the same IO.
Ex: Prior to brexit, Britain easily traded with other countries within the EU, and it now has to draw up new arrangements for transactions. (Canada and other NAFTA members would trade with each other.)

7.  	Logic of consequences
Logic of consequences doing a cost-benefit analysis of consequences for proposed plan of action. It is guided by interpreting consequences in terms of moral expectation of society and weighing the costs of consequences against the benefits derived from the action.
Effect: people don't attack each other, people follow the norm . States base their actions on assumed costs and benefits.
Ex: you wouldn't mug an old lady on the 99 because you don’t want to get beat up by the other people on the bus. 

8.  	Activists/activist networks: People who operate on a moral basis and form tactical alliances to gain enough power to force the government to do what they want. Activists are poor in resources so they need to form alliances. Activists strive for changes based on morality and not power. Activists are principled actors or norm entrepreneurs who operate within groups and form coalitions to persuade the moral changes in the society.
Effect: Activists lobby for things they consider important.
Eg: Lincoln supported abolitionism even when it was economically beneficial. PETA.

9.  GDP formula (give the equation and explain each part)
GDP=C+I+G+NX
C= consumption (consumption done by citizens)
I= Investment (investment made by citizens and foreign countries into this country?)
G= government spending (expenditure done by the government)
NX= (EX-IM) The value of exports minus the value of imports
Ex: UK GDP fell majorly in 2008 when consumption and government spending fell.

10.  Fiscal and monetary policy (To control interest rates and inflation)
Fiscal policies are the policies adopted by government to boost aggregate demand and control size of deficit. Fiscal policies focus on the Government spending (G) of the GDP Equation. The policies involve spending money (borrowings included) and/or raising money through taxation. (Increase/decrease tax to dissuade spending)

Monetary policies are adopted by government to alter the rate of inflation by altering the interest rates at which commercial banks lend money to each other. Central Bank (Bank of Canada) controls the rate of interest and thus, controls the inflation.
(Increase/decrease prices to dissuade borrowing)
Effect- the government is able to stabilize the economy , prevent economic crashes)
Ex- Roosevelt pulled America out of the Great Depression by increasing government spending on the public and decreasing taxes 

11.  Comparative advantage
Def - the maximization of production in goods a country is most efficient at producing relative to other goods it produces; you will only produce what you are most efficient at (specialization) 
Effect - increases productivity, total output, allows for specialization and support for free trade 
Ex - Canada has a lot of land, so it should produce lots of land-intensive goods (like Grain) and trade with other countries for their specialized goods to have an overall greater output
China produces and sells plastic and buys oil from other countries.

12.  Factors of production
Def - inputs that are used in the production of goods or services in order to make an economic profit like land, labour, and capital 
Effect - your comparative advantage comes from the factors of production you have most of, relative to others so it allows for more trade 
Ex - Germany has a lot of capital, so it should trade for capital intensive goods like big and high-end machinery. 

13.  Gold standard
Def - currencies that are defined in terms of gold that can be exchanged 
Effect - the US dollar is fixed to gold, so banks must maintain gold reserves. So, if inflation happens in US, prices for US goods increase but income in Canada stays the same, which will cause exports to fall. If US imports more than it exports, then they have to pay for negative net exports with gold. If gold reserves drop, borrowing becomes harder and reserves fall. 
Ex - currencies based on the gold standard are considered more trustworthy

14.  Deflation
Prices of goods and services go down, inflation rate is below 0% (negative inflation rate)
Effect- Prices fall, but wages didn’t, less goods produced, economic standstill, household debt increased, consumption decreased as well.
Ex: The Great Depression.


15.  ISI
Import substitution industrialization (ISI) is a trade and economic policy which advocates replacing foreign imports with domestic production. ISI is based on the premise that a country should attempt to reduce its foreign dependency through the local production of industrialized products. 
Effects: Low rates of economic growth, high levels of foreign debt and low taxes(therefore high levels of government debt), low quality goods, state-led growth strategies=high levels of trade protection
Example: Success (South Korea, produces its own tech--ex: samsung) Fail (African states, which were hit by economic shocks which exacerbated their economic problems and led to a failure in the ISI)


16.  Structural Adjustment Program
Loans provided by the IMF (International Monetary Fund) to impoverished countries, in exchange to said countries opening up trade to foreign countries.
Goal: to convince banks to keep lending to states
Effect: controls govt to govt deficit, because if they’re borrowing from the world bank they won’t have to borrow from each other; much domestic pain
Example: Jamaica borrowed 18.5 from the World Bank, but they were only able to pay back 19.8 and still owed 40% in interest rates.


17.  Alternative to Structural Adjustment (give one)
1. Government spends money to increase asset growth.
2. If they can’t borrow, they increase prices and default on debt when they’re certain that they can be self sufficient.
Effect: 
1. Debt would increase.
2. They can’t borrow again after they default because they would be perceived as untrustworthy.
Examples
1. The Great Depression, US
2. Argentina in 2001 defaulted on their debts.

18.  Globalization
Increasing connection between nations 
Effect: increased trade, interdependence, open communication and competition between countries. Nations ‘adopt’ each other’s customs.
Ex: The formation of IOs, such as NATO and the EU, increase connections between countries. You can also find aspects of international culture in different nations.

19.  Governance vs. government
Who is in control vs the political ruling body. The government is the official ruling body but either another nation or the people can have governance 
Governance - people take their power in numbers in or
der to claim their own governance. Ex: SPARC, NSDF
Effect: often, a government can be elected by not have any real power to help the citizens even if they want to
Example: Citizens in the slums (governance) knew better than the government regarding policies that should be implemented in the slums. Previously had unsuccessful projects by the government. India (mumbai) had a common waste disposal area that was unhygienic and resulted in stunting in children, caste discrimination, molestation. 


20.  Civil vs political society 
Civil society (lawful) is based on individual rights and you can use individual rights to either litigate or lobby while Political society (factual) is based on collective mobilization rather than individual rights. Collective mobilization allows them to make claims which in turn makes them participants in “governance.”
Effects: These societies initiate taking control of their own environment and transforming the value of surrounding while keeping the experts at arm’s length. Things happen that don’t ‘follow the law’, but are more effective.
Example: squatters can live in a place for many years, this is not an example of “civil society” because they are not following the law but it is an example of political society because they have the right to live there


