Study Questions
Chapter 13

Trade and Globalization


1. What is the difference between tradables and nontradables?
2. How can a country’s trade policy turn a tradable into a nontradable?
3. What are producer and consumer surplus?
4. What is the case in favor of free trade?
5. What is the case against free trade?
6. What is comparative advantage, and how it is different from absolute advantage?
7. Be able to show in a diagram that international trade increases economic welfare.
8. How do protective tariffs affect economic welfare? 
9. What is the WTO, and why does it exist?
10. What is the Heckscher-Ohlin (HO) model, and what are its key predictions?
11. What is the factor price equalization theorem (FPET), and what are its key predictions?
12. Does the empirical evidence support the predictions of the HO and the FPET?
13. What is new trade theory, and how is it different from “old” trade theory?
14. Is emigration good for economic development? Why or why not?
15. [bookmark: _GoBack]Is food aid good for economic development? Why or why not? 
