Unit 2 Test Review
True/False
____
1.
Domestic trade consists of all business activities conducted between individuals, companies, and governments from different countries.
____
2.
Services provided across national borders are not considered a part of international trade.

____
3.
Providing a service may not require a middleman.
____
4.
A tariff is a type of trade barrier.
____
5.
The World Trade Organization was founded in 1945 with the United Nations.
____
6.
CAFTA is composed of Mexico, the United States, and Canada.
____
7.
Trade barriers can form a part of a national program called “protectionism.”
____
8.
A nation that exports more than it imports has a trade deficit.
____
9.
Generally, the legal provisions that identify and protect ownership of a registered brand or trade name are known as patent law.
____
10.
The three basic types of economic systems are market economies, command economies, and feudal economies.
____
11.
The equilibrium price is another term for the market price.
____
12.
According to the text, the driving force of a market economy is growth.
____
13.
In a market economy, no government regulation is required.
____
14.
A nation’s coal deposits would be considered a nonrenewable resource.
____
15.
A company can obtain capital by getting a loan from a bank or the government.
____
16.
A country that can produce a good or a service more efficiently than any other country in the world is said to have an absolute advantage.
____
17.
Mountains are considered topographical features.
____
18.
If you are a Chicago resident taking a business trip to Sydney, Australia, in January, you should pack clothing for hot weather.
____
19.
The exchange of goods or services without the use of money is termed swapping.
____
20.
A soft currency cannot be used to buy goods and services within the issuing country.
____
21.
The International Development Association (IDA) is an arm of the World Bank.
____
22.
The International Monetary Fund (IMF) does not make loans to its members.
Multiple Choice
____
23.
Goods that people in one country buy from people in another country are considered to be

	a.
	imports.
	c.
	exports.

	b.
	externals
	d.
	none of the above.


____
24.
Goods that people in one country sell to people in another country are known as

	a.
	inputs.
	c.
	exports.

	b.
	imports.
	d.
	none of the above.


____
25.
According to the text, which of the following would be considered a middleman?

	a.
	a manufacturer of goods
	c.
	a retailer of goods 

	b.
	a distributor of goods
	d.
	all of the above


____
26.
If a company represents a product sold to consumers without owning it, the company is a(n)

	a.
	merchant middleman.
	c.
	consulting middleman.

	b.
	agent middleman.
	d.
	none of the above.


____
27.
The importing process consists of five steps, the first of which is

	a.
	search for suppliers.
	c.
	confirm the purchase.

	b.
	receive the goods.
	d.
	none of the above.


____
28.
The first of five steps in the exporting process is to

	a.
	assess demand.
	c.
	deliver the goods.

	b.
	finalize a purchase agreement.
	d.
	none of the above


____
29.
CIF in a purchase agreement refers to 

	a.
	customs duty, insurance, and freight.

	b.
	customs duty, insurance, and forwarding.

	c.
	cost, insurance, and freight.

	d.
	none of the above.


____
30.
An indirect exporter who represents a company’s goods without buying them is a(n)

	a.
	manufacturer’s export agent.
	c.
	export merchant.

	b.
	export commission agent.
	d.
	none of the above.


____
31.
A complete ban on the import or export of products to a particular country is known as 

	a.
	a tariff.
	c.
	a quota.

	b.
	an embargo.
	d.
	none of the above.


____
32.
A tax paid on the increased value of a good is a(n)

	a.
	valuation tax.
	c.
	excise tax.

	b.
	sales tax.
	d.
	none of the above.


____
33.
An annual income tax under which people with higher incomes pay larger percentages of their income is a

	a.
	regressive tax.
	c.
	flat tax.

	b.
	progressive tax.
	d.
	none of the above.


____
34.
Which of the following would be considered intellectual property?

	a.
	a book manuscript
	c.
	a screenplay of a movie

	b.
	the score of a new symphony
	d.
	all of the above


____
35.
The legal process of resolving a dispute by using only the court system is 

	a.
	legislation.
	c.
	arbitration.

	b.
	mediation.
	d.
	none of the above.


____
36.
The process of resolving disputes by having each side present its case to an independent, non-judicial, individual who then makes a binding decision is 

	a.
	legislation.
	c.
	arbitration.

	b.
	mediation.
	d.
	none of the above.


____
37.
The market price of a good is where the _____ curves meet.

	a.
	supply and raw material
	c.
	demand and raw material

	b.
	supply and retail pressure
	d.
	none of the above


____
38.
The type of economy found in most countries is a

	a.
	strong command economy.
	c.
	market economy.

	b.
	moderate command economy.
	d.
	mixed economy.


____
39.
Which of the following would be an example of a renewable resource?

	a.
	oil deposits
	c.
	iron ore

	b.
	fish
	d.
	none of the above


____
40.
Which of the following is not an example of a country’s infrastructure?

	a.
	good roads

	b.
	entrepreneurs

	c.
	rail systems

	d.
	All of the above are examples of a country’s infrastructure.


____
41.
The total value of goods and services produced in a country each year is the

	a.
	balance of trade.
	c.
	gross domestic product.

	b.
	purchasing power parity.
	d.
	none of the above.


____
42.
Which of the following is not a basic geographical feature?

	a.
	deserts and tropical forests

	b.
	climate

	c.
	topography

	d.
	All of the above are basic geographical features.


____
43.
Which of the following is likely to have a high population density?

	a.
	the Sahara Desert
	c.
	a large city such as Chicago

	b.
	the tropical rain forest of Brazil
	d.
	all of the above 


____
44.
Which of the following is not a necessary characteristic of money?

	a.
	acceptability

	b.
	artificial manufacture

	c.
	durability

	d.
	All of the above are characteristics of money.


____
45.
A diamond would not be a suitable form of money because it lacks the characteristic of

	a.
	divisibility.
	c.
	acceptability.

	b.
	portability.
	d.
	none of the above.


____
46.
Which of the following is not identified by the text as a use of money?

	a.
	a measure of value

	b.
	a medium of exchange

	c.
	a mechanism for savings

	d.
	All of the above are identified as uses for money.


____
47.
$ is the international symbol for the currencies of the United States and   

	a.
	Germany.
	c.
	Mexico.

	b.
	the European Union.
	d.
	Canada.


____
48.
If the currency exchange rate between the U.S. dollar and the British pound were 1 pound sterling to 1.5 U.S. dollars, how many dollars would 500 pounds would buy?

	a.
	$333.33
	c.
	$1,500

	b.
	$500
	d.
	none of the above


____
49.
The total value of all goods and services sold in a country during a year is the 

	a.
	GDP.
	c.
	GOP.

	b.
	GNP.
	d.
	none of the above.


Matching
	a.
	balance of trade
	f.
	imports

	b.
	dependency
	g.
	international trade

	c.
	dumping
	h.
	protectionism

	d.
	exports
	i.
	service

	e.
	good
	j.
	trade barriers


	a.
	arbitration
	f.
	free trade zone

	b.
	civil law
	g.
	liability

	c.
	common law
	h.
	mediation

	d.
	democracy
	i.
	theocracy

	e.
	free trade agreement
	j.
	totalitarianism


	a.
	cartography
	f.
	mixed economy

	b.
	command economy
	g.
	population density

	c.
	demand
	h.
	scarcity

	d.
	economics
	i.
	supply

	e.
	market economy
	j.
	topography


	a.
	capital
	f.
	exchange rate risk

	b.
	commercial risk
	g.
	hard currency

	c.
	currency
	h.
	money

	d.
	currency exchange rate
	i.
	risk

	e.
	currency value fluctuation
	j.
	soft currency


Short Answer

90.
Identify the five steps in the importing process.

91.
What is the importance of skilled labor to a country?

92.
Why is it important for a nation to keep its currency’s exchange rate as stable as possible?

