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Economics 231 – International Trade
Final Exam – Spring 2016

______________________________________________________________________________ 

Please answer 6 of 7 questions in Part 1. Each question is worth 10 points. Pick 2 essays from Part 2 – each is worth 20 points. Concentrate on concise, but complete, answers. Good luck and have a good summer.

Part I – Short Answer (60 points). Answer each of the following in 1-2 paragraphs.
1. Explain what Fair Trade seeks to do. State two advantages produced by the Fair Trade model and two disadvantages.

2. What characteristics of the GATT/WTO system allowed it to rapidly reduce tariffs after 1947 (make sure your answer includes MFN status, uniformity of treatment, etc.). Why did that process accelerate in the 1960s? How did “MFN status” eventually become a problem for the GATT/WTO?
3. Briefly explain the fundamentals of the STABEX/SYSMIN system as discussed in class. Why was it “even better” than normal commodity stabilization schemes. Why was it eventually abandoned?
4. As we discussed in class, the Trans Pacific Partnership (TPP) is the latest in a long series of bilateral trade arrangements that the U.S. and other developed nations have pursued. Explain why this trend is accelerating (make sure you discuss what is underway at the WTO in your answer). What fundamental contradiction results from integration of multiple free trade areas into one FTA? 
5. Explain the conflict between regionalism and the GATT/WTO system. Make sure your answer addresses trade creation versus trade diversion
6. Explain the two major reasons why the GATT/WTO process has stalled. Who is harmed by a “nonfunctioning” global trade negotiating system? What would it take to reinvigorate the process?
7.  Through what processes did cartels try to manipulate the price of commodities? State and briefly explain two mechanisms. 
Part II – Pick 2 only (no points for answering more than 2). Each essay is worth 20 points.

1. State and evaluate the five conditions for cartelization and apply them to one of the seven commodity exports we discussed in class. UNCTAD originally envisioned cartels in nearly two dozen markets. Cite at least two problems with some of the products that were on UNCTAD’s list (things that automatically ruled out a cartel).
2. State the five stages of regional integration discussed in class and carefully note the loss in autonomy at each stage. Use your answer to explain why so many integration movements remain at the FTA stage (e.g. NAFTA). Comment on Kahler’s “critique” of the integration movement.
3. Thoroughly evaluate the GATT/WTO process since its inception in 1947. Make sure you include the major accomplishments of each round (foregoing those in the 1950s). State briefly why each of these provisions was essential to moving the free trade process forward and ensuring fair treatment of products.
4. The Cartel Movement was one attempt to find a means by which to provide producing nations with a higher rate of return from the export of commodities. State and explain three other attempts to fix the “commodity problem” and evaluate the effectiveness of each.
5. Explain the term immiserizing growth (as used by Prebisch-Singer). What does this imply about the terms of trade of developing nations and their reliance on commodities? What is the normal response to a drop in price of a commodity under this model – what are the consequences? Explain how this led to the birth of the cartel movement.
