


STANDARDS

SS7E9 THE STUDENT WILL EXPLAIN HOW VOLUNTARY TRADE BENEFITS BUYERS AND SELLERS IN SOUTHERN 

AND EASTERN ASIA.

A. EXPLAIN HOW SPECIALIZATION ENCOURAGES TRADE BETWEEN COUNTRIES.

B. COMPARE AND CONTRAST DIFFERENT TYPES OF TRADE BARRIERS, SUCH AS TARIFFS, QUOTAS, 

AND EMBARGOS.

C. EXPLAIN WHY INTERNATIONAL TRADE REQUIRES A SYSTEM FOR EXCHANGING CURRENCIES 

BETWEEN NATIONS.



ESSENTIAL QUESTIONS

• WHAT IS “FREE TRADE”?

• WHAT ARE SOME OBSTACLES TO FREE TRADE?

• WHO ARE THE WINNERS AND LOSERS IN FREE TRADE?

• HOW DO TRADE AGREEMENTS IMPACT AN ECONOMY?

• HOW DO CURRENCY VALUES AFFECT TRADE?



THE BASICS

• BEFORE WE DISCUSS THE TPP, LET’S FIND OUT WHAT WE KNOW ABOUT TRADE AND THE TERMS 

ASSOCIATED WITH TRADE

• GET OUT YOUR PHONES AND GO TO KAHOOT.IT

• FREE TRADE AND TRADE BARRIERS

https://play.kahoot.it/


WHAT DO AMERICANS THINK ABOUT FREE 
TRADE?

• HOW DOES TRADE IMPACT US?

• WE THE ECONOMY GLOBALIZATION

https://wetheeconomy.com/films/globalization-who-cares-you-do/


BUT NOT EVERYONE SEEMS HAPPY ABOUT 
THE TPP



SOOOOO, WHAT IS THE TPP?

• IT STANDS FOR TRANS PACIFIC PARTNERSHIP

• IT’S A PROPOSED TRADE AGREEMENT BETWEEN THE UNITED STATES AND 11 OTHER PACIFIC RIM NATIONS

• IF APPROVED IT WOULD BE THE LARGEST REGIONAL TRADE AGREEMENT IN HISTORY

• TRIVIA QUESTION:

• WHERE WERE THE TERMS OF THE AGREEMENT FINALIZED?

• ANSWER :  ATLANTA!



POLITICIANS 
(SURPRISE) ARE 

DIVIDED ON THE ISSUE IT’S GREAT!

John Kasich



IT’S TERRIBLE!

Donald Trump



I’M NOT SURE ANYMORE!

Hillary Clinton



WHAT COUNTRIES ARE INVOLVED?



SEE HOW MANY OF THE 11 COUNTRIES YOU CAN IDENTIFY FROM THIS MAP



HOW MUCH DO WE TRADE WITH EACH COUNTRY?
COUNTRIES

• AUSTRALIA

• BRUNEI

• CANADA

• CHILE 

• JAPAN

• MALAYSIA

• MEXICO

• NEW ZEALAND

• PERU

• SINGAPORE

• VIETNAM

TOTAL $ VALUE OF GOODS TRADED IN 
2015 (IN BILLIONS)

• $577

• $532

• $194

• $47

• $46

• $45

• $36

• $24

• $14

• $8

• $.2

Try and match the country with the $ value of goods traded





DOLLAR 
VALUE OF
EXPORTS



IT’S A BIG DEAL!



THIS CHART SHOWS THE TOP U.S. TRADING PARTNERS IN USD.  WHAT 
PACIFIC RIM COUNTRIES DO YOU NOTICE ARE MISSING FROM THE TPP?



DID WE JUST FORGET TO INVITE THEM?

• THE TPP AS PROPOSED DOES NOT INCLUDE SOUTH 

KOREA OR TAIWAN, BUT THE STRUCTURE OF THE 

AGREEMENT IS DESIGNED TO ALLOW OTHER 

COUNTRIES TO JOIN AT A LATER TIME

• BOTH SOUTH KOREA AND TAIWAN HAVE FORMAL OR 

INFORMAL PLANS TO REQUEST INCLUSION IN THE 

TPP IN THE “NEXT ROUND” OF COUNTRIES

• CHINA IS STILL UNCERTAIN (AND THAT’S PUTTING 

IT NICELY)



NOW THAT WE KNOW THE “WHO” LET’S 
FIND OUT THE “WHAT”

• WATCH THIS VIDEO CALLED :  THE TPP EXPLAINED

https://www.youtube.com/watch?v=4juvjcRfChM


WHY WOULD THE US 
WANT THIS?

• THE GOVERNMENT SAYS . . .

• LOOK  AT THIS PUBLICATION FROM THE OFFICE OF THE UNITED STATES 

TRADE REPRESENTATIVE

• WHY DOES IT SAY WE NEED THE TPP?

• WRITE DOWN SOME OF THE ARGUMENTS YOU SEE

• IT WILL ELIMINATE KEY TRADE BARRIERS

• IT WILL CREATE JOBS AND RAISE WAGES

• IT WILL PROMOTE U.S. LEADERSHIP

• HUMAN RIGHTS

• FAIR COMPETITION

• IT WILL  UPHOLD U.S. VALUES

• WORKER PROTECTION

• THE ENVIRONMENT

• FOOD SAFETY

https://ustr.gov/tpp/


AN EXAMPLE:  GEORGIA



TRADE AGREEMENTS IN THE PAST:  WHO DOES THE 
U.S. HAVE A TRADE AGREEMENT WITH TODAY?



WHAT IS THE PURPOSE OF A 
TRADE AGREEMENT?

• MOST IMPORTANTLY

• REMOVE TRADE BARRIERS

• CREATE JOBS

• WHY DO WE NEED A TRADE AGREEMENT TO DO THIS?

• LET’S EXAMINE A FEW RELEVANT FACTS



AVERAGE LABOR COSTS IN TPP COUNTRIES

WHY DOES THIS MATTER?



HOW DO WAGES, LABOR COSTS, EDUCATION, AND SKILLS AFFECT THE KINDS OF JOBS AND 
INDUSTRIES IN WHICH EACH COUNTRY MIGHT HAVE AN ADVANTAGE?

•WHAT KIND OF GOOD CAN THIS 

WORKER MAKE ?

•T-SHIRTS?

•COMMERCIAL AIRLINERS?

•HOW ABOUT THIS WORKER?



WHAT FORMS CAN TRADE BARRIERS TAKE?
• LACK OF ENFORCEMENT OF TRADEMARK AND COPYRIGHT INFRINGEMENTS

• TARIFFS

• “AS JUST ONE EXAMPLE, CERTAIN U.S. AUTO PARTS CURRENTLY FACE A 27-PERCENT TARIFF ENTERING VIETNAM. MEANWHILE, COUNTRIES THAT HAVE AN

FTA WITH VIETNAM, SUCH AS CHINA, THAILAND, AND INDONESIA, EXPORT THEIR AUTO PARTS TO VIETNAM TARIFF FREE. BY ELIMINATING TARIFFS U.S. 

AUTO PARTS COMPANIES FACE, TPP WOULD HELP BOOST AMERICA’S COMPETITIVENESS IN THE VIETNAMESE MARKET. ”

• “TWENTY PERCENT OF U.S. FARM INCOME COMES FROM AGRICULTURAL EXPORTS AND THOSE EXPORTS SUPPORT RURAL COMMUNITIES. IN FACT, U.S. 

FOOD AND AGRICULTURAL EXPORTS TO THE WORLD REACHED AN ALL-TIME HIGH IN 2013 OF OVER $148 BILLION. OF THAT TOTAL, WE EXPORTED MORE 

THAN $58 BILLION TO TPP COUNTRIES – A FIGURE THAT WOULD INCREASE AS A RESULT OF TARIFF ELIMINATION UNDER TPP. AS JUST ONE EXAMPLE: U.S. 

POULTRY CURRENTLY FACES A 40-PERCENT TARIFF IN MALAYSIA. U.S. POULTRY WOULD BECOME MORE AFFORDABLE IN MALAYSIA UNDER A TPP 

AGREEMENT THAT REDUCES THESE TARIFFS TO ZERO.”

https://ustr.gov/trade-agreements/free-trade-agreements/trans-pacific-partnership/tpp-chapter-chapter-negotiating-0


WHAT FORMS CAN TRADE BARRIERS TAKE?
• QUOTAS

• IN AUGUST 2012 MEXICO'S ECONOMIC SECRETARIAT ANNOUNCED THAT THE IMPORT QUOTA FOR 

EGGS FROM THE U.S., WOULD BE SET AT 211,000 METRIC TONS OF FRESH EGGS FOR HUMAN 

CONSUMPTION AND 24,400 METRIC TONS OF FRESH EGGS FOR INDUSTRIAL PURPOSES

• REGULATIONS

• FROM THE WORLD POST:  “FOR EXAMPLE, PHARMACEUTICAL COMPANIES MAY NEED TO GO THROUGH 

THE APPROVAL AND TESTING PROCESS MULTIPLE TIMES, ONCE FOR EACH MARKET WHERE THEY WISH 

TO SELL. NATIONALITY REQUIREMENTS AND RESTRICTIONS ON INVESTING.

• PESTICIDE LIMITS

• GMO’S

• SEE OTHERS HERE

http://www.huffingtonpost.com/simon-lester/transatlantic-regulatory-trade-barriers_b_3580900.html
http://smallbusiness.house.gov/uploadedfiles/7-26_shaffer_testimony.pdf


IT’S NOT JUST EVERYONE ELSE!
• PER BUSINESS INSIDER.COM HERE ARE A FEW EXAMPLES OF U.S. IMPORT TARIFFS

• ASPARAGUS AND SWEET CORN -- 21.3% TARIFF

• WOOL CLOTHES -- 25% TARIFF

• BROOMS -- 32% TARIFF

• CANNED TUNA -- 35% TARIFF

• JAPANESE LEATHER -- 40% TARIFF

• SNEAKERS -- 48% TARIFF

• CHINESE TIRES -- 35% TARIFF

• FRENCH JAM, CHOCOLATE, AND HAM -- 100% TARIFF

• TOBACCO -- 350% TARIFF

• LIVE FOXES -- 4.8% TARIFF

http://www.businessinsider.com/americas-biggest-tariffs-2010-9


SO HOW DOES IT WORK:  A SIMULATION

• LET’S USE THE UNITED STATES AND JAPAN TO CONSTRUCT A SIMPLE MODEL OF 

HOW TRADE BARRIERS AND FREE TRADE AFFECT DIFFERENT GROUPS



THE U.S. AND JAPAN:  ECONOMIC PARTNERS

• U.S.-JAPAN TRADE FACTS:

• U.S. GOODS AND PRIVATE SERVICES TRADE WITH JAPAN TOTALED AN ESTIMATED $290 BILLION IN 2012 (LATEST DATA AVAILABLE). EXPORTS TOTALED $116 BILLION; IMPORTS 

TOTALED $173 BILLION. THE U.S. GOODS AND SERVICES TRADE DEFICIT WITH JAPAN WAS $57 BILLION IN 2012.

• EXPORTS

• JAPAN WAS THE UNITED STATES' 4TH LARGEST GOODS EXPORT MARKET IN 2013.

• U.S. GOODS EXPORTS TO JAPAN IN 2013 WERE $65.1 BILLION. U.S. EXPORTS TO JAPAN ACCOUNTED FOR 4.1% OF OVERALL U.S. EXPORTS IN 2013.

• THE TOP EXPORT CATEGORIES IN 2013 WERE: OPTIC AND MEDICAL INSTRUMENTS ($8.0 BILLION), AIRCRAFT ($7.1 BILLION), MACHINERY ($5.8 BILLION), ELECTRICAL 

MACHINERY ($4.9 BILLION), AND MEAT (PORK AND BEEF) ($3.3 BILLION).

• U.S. EXPORTS OF AGRICULTURAL PRODUCTS TO JAPAN TOTALED $12.1 BILLION IN 2013, OUR 4TH LARGEST EXPORT MARKET. LEADING CATEGORIES INCLUDE: PORK AND PORK 

PRODUCTS ($1.9 BILLION), CORN ($1.8 BILLION), BEEF AND BEEF PRODUCTS ($1.4 BILLION), AND WHEAT ($1.0 BILLION).

• IMPORTS

• JAPAN WAS THE UNITED STATES' 4TH LARGEST SUPPLIER OF GOODS IMPORTS IN 2013.

• U.S. GOODS IMPORTS FROM JAPAN TOTALED $138.5 BILLION IN 2013.  U.S. IMPORTS FROM JAPAN ACCOUNTED FOR 6.1% OF OVERALL U.S. IMPORTS IN 2013.

• THE FIVE LARGEST IMPORT CATEGORIES IN 2013 WERE: VEHICLES ($49.8 BILLION), MACHINERY ($30.5 BILLION), ELECTRICAL MACHINERY ($18.4 BILLION), OPTIC AND 

MEDICAL INSTRUMENTS ($6.6 BILLION), AND AIRCRAFT ($3.8 BILLION).

• U.S. IMPORTS OF AGRICULTURAL PRODUCTS FROM JAPAN TOTALED $572 MILLION IN 2013. LEADING CATEGORIES INCLUDE: WINE AND BEER ($52 MILLION), SNACK FOODS 

(INCLUDING CHOCOLATE) ($47 MILLION), AND OTHER VEGETABLE OILS ($41 MILLION).



SIMULATION RULES
• YOU WILL PLAY THE ROLE OF EITHER A PRODUCER (SELLER) OR CONSUMER (BUYER) 

• THERE WILL BE TWO DIFFERENT KINDS OF PRODUCTS IN THIS MARKET:  LEATHER WALLETS AND CHOCOLATE BARS. 

• IF YOU ARE A SELLER, YOU ARE GOING TO TRY TO SELL YOUR GOOD TO THE CONSUMERS FOR A PROFIT.  YOU ARE FREE TO CHOOSE THE PRICE 

AT WHICH YOU SELL WITH THE GOAL OF MAKING AS MUCH MONEY AS POSSIBLE.  

• IF YOU ARE A BUYER, YOU ARE GOING TO TRY AND GET AS MUCH AS YOU CAN FOR YOUR MONEY.   YOU ARE FREE TO BUY WHATEVER 

COMBINATION OF PRODUCTS YOU WOULD LIKE.

• THERE WILL BE TWO ROUNDS.  EACH PERSON WILL HAVE A SET OF INSTRUCTIONS GIVING THEM SPECIFIC DETAILS ABOUT THEIR 

SITUATION AND A TALLY SHEET TO RECORD THEIR SALES OR PURCHASES.

• AT THE END OF EACH ROUND, EACH PERSON WILL REPORT THEIR PURCHASES AND SALES TO THE MINISTER OF TRADE (YOUR 

TEACHER).

• THERE ARE ALSO TWO GOVERNMENT OFFICIALS THAT YOU MAY NEED TO SEE AT THE END OF THE ROUNDS.  BE SURE TO READ YOUR 

INFO SHEETS TO SEE IF YOU WILL NEED TO REPORT TO THEM AT THE END OF EACH ROUND.



SIMULATION DE-BRIEF

PRODUCERS:

• WERE DOMESTIC OR FOREIGN PRODUCERS MORE SUCCESSFUL IN ROUND 1?

• WHY? 

• HOW DO WE KNOW?

• WHAT FACTORS CONTRIBUTED TO THIS?

• WERE DOMESTIC OR FOREIGN PRODUCERS MORE SUCCESSFUL IN ROUND 1?

• WHY? 

• HOW DO WE KNOW?

• WHAT FACTORS CONTRIBUTED TO THIS?



SIMULATION DE-BRIEF
CONSUMERS:

• WERE CONSUMERS BETTER OR WORSE OFF IN 

ROUND 1?

• WHY? 

• HOW DO WE KNOW?

• WHAT FACTORS CONTRIBUTED TO THIS?

• WERE CONSUMERS BETTER OR WORSE OFF IN 

ROUND 1?

• WHY? 

• HOW DO WE KNOW?

• WHAT FACTORS CONTRIBUTED TO THIS?



CONCLUSIONS

• WHICH GROUP(S) IN OUR SIMULATION MIGHT 

ADVOCATE FOR TRADE RESTRICTIONS?

• WHO GROUP(S) IN OUR SIMULATION MIGHT BE 

AGAINST TRADE RESTRICTIONS?



OPTIONAL ACTIVITY:  HOW DOES CURRENCY 
MANIPULATION IMPACT TRADE?
• SCENARIO:  YOU HAVE YOUR CHOICE OF THESE TWO CARS:



AND YOUR DECISION IS . . .

• WHICH CAR DO YOU CHOOSE?

• WHY?

• WHAT WERE THE MOST IMPORTANT FACTORS 

TO YOU?



BACKGROUND

• IF YOU CHOSE THE AMERICAN CAR, DOES THE AMERICAN PRODUCER WANT TO BE PAID IN DOLLARS OR YEN?

• IF YOU CHOSE THE JAPANESE CAR, WILL WE USE DOLLARS OR YEN?

• DO YOU THINK THE JAPANESE PRODUCER WANTS TO BE PAID IN DOLLARS OR YEN?

• QUESTION:  WHAT WOULD HAPPEN IF YOU TRIED TO BUY A COKE AT QUIK-TRIP USING YEN?



BACKGROUND
• SO WHAT HAPPENS?

• THINK OF THE CURRENCY MARKET AS A GIANT TABLE OF CASH.

• WHENEVER WE WANT TO BUY SOMETHING FROM ANOTHER COUNTRY WE MUST PAY THEM 

IN THEIR CURRENCY.  SO RETAIL AND WHOLESALE BUYERS OF FOREIGN GOODS MUST GO 

TO THE FOREIGN EXCHANGE (FOREX) MARKET BEFORE THEY CAN GO TO THE FOREIGN 

PRODUCER.

• HERE, THEY MUST EXCHANGE THEIR CURRENCY FOR SOME OF THE PRODUCER’S 

CURRENCY SO THEY CAN PAY FOR THE GOODS.

• IN OUR ANALOGY, THEY LEAVE SOME U.S. DOLLARS ON THE TABLE AND TAKE AWAY SOME 

JAPANESE YEN FROM THE TABLE.

• THE NUMBER OF YEN THEY CAN TAKE FROM THE TABLE COMPARED TO THE NUMBER OF 

DOLLARS THEY ARE LEAVING IS DETERMINED BY THE “EXCHANGE RATE”

• THIS RATE CHANGES FREQUENTLY (MINUTE BY MINUTE) DEPENDING ON THE WORLD 

SUPPLY AND DEMAND FOR THE CURRENCY



BACKGROUND

• WHAT DOES A “STRONG” OR “WEAK” CURRENCY MEAN?

• WHICH IS BETTER?

• WHY DO YOU SAY THAT?

• WHAT HAPPENS TO OUR ABILITY TO BUY THINGS WHEN THE DOLLAR GETS “STRONGER”?

• DOES THIS AFFECT OUR ABILITY TO BUY BOTH FOREIGN AND DOMESTIC GOODS?

• WHEN A PRODUCT IS PURCHASED WITH DOLLARS AND THE PRODUCER ACCEPTS DOLLARS IN PAYMENT DO EXCHANGE RATES 

MATTER?

• WHEN A PRODUCT IS PURCHASED WITH DOLLARS AND THOSE DOLLARS BUY MORE OF THE CURRENCY THAT THE PRODUCERS 

WANT, DO EXCHANGE RATES MATTER?



HEADLINE

•WHY WOULD JAPAN WANT TO INTENTIONALLY “WEAKEN” THEIR CURRENCY??



BACK TO OUR ORIGINAL SCENARIO

• IMPORTANT FIGURES

• PRICE OF A NISSAN SENTRA IN US$:  $16,990

• PRICE OF A FORD FOCUS IN US$:  $16,775

• EXCHANGE RATE:  1 USD = 105 JAPANESE YEN

• NOW LET’S IMAGINE THE US DOLLAR GETS STRONGER AGAINST THE YEN

• KEY POINT:  IF ONE CURRENCY GETS STRONGER THE OTHER CURRENCY HAS TO GET WEAKER

• EX:  

• 1 DOLLAR = 2 YEN IS THE SAME AS SAYING 1 YEN = ½ DOLLAR.

• IF THE DOLLAR GETS “STRONGER” THEN IT WILL BUY MORE YEN.  1 DOLLAR = 3 YEN IS THE SAME AS SAYING 1 YEN = 1/3 DOLLAR.  THE YEN GETS WEAKER, OR BUYS 

LESS DOLLARS, AS THE DOLLAR GETS STRONGER.

• LET’S IMAGINE THE DOLLAR STRENGTHENS BY APPROXIMATELY 20% 

• NEW EXCHANGE RATE:  1 USD = 125 YEN

• WHAT HAPPENS TO PRICE OF THE CARS?



ANSWER
• WHAT HAPPENS TO THE PRICE OF THE AMERICAN CAR?

• NOTHING!  WE DON’T NEED TO WORRY ABOUT THE EXCHANGE RATE OF YEN SINCE WE CAN PAY IN DOLLARS AND AMERICAN MANUFACTURERS 

WILL ACCEPT DOLLARS AS PAYMENT

• WHAT HAPPENS TO THE PRICE OF THE JAPANESE CAR?

• IT BECOMES CHEAPER!  WHY??

• JAPANESE MANUFACTURERS WANT THE EQUIVALENT OF THE CAR’S PRICE IN JAPANESE YEN.  THE PRICE OF THE CAR IN USD WAS $16,990.  THIS 

MEANS AT THE OLD EXCHANGE RATE OF 1 USD = 105 YEN, JAPANESE MANUFACTURERS EXPECT TO RECEIVE 1,783,950 YEN FOR THE CAR  ($16,990 

X 105).  

• KEY POINT!  

• HAS THE PRICE OF MAKING THE CAR CHANGED FOR JAPANESE MANUFACTURERS?  HAVE DOMESTIC PRICES IN JAPAN CHANGED BECAUSE OF THE 

CHANGING EXCHANGE RATE?

• NO!  JAPANESE MANUFACTURERS STILL WANT TO BE PAID IN YEN AND WILL STILL ACCEPT 1,783,950 YEN FOR THE CAR.

• BUT AT THE NEW EXCHANGE RATE OF 1 USD = 125 JAPANESE YEN, 1,783,950 YEN = 14,272 USD (1,783,950/125).

• WHAT WILL HAPPEN TO THE PRICE OF THE TOYOTA? 



NOW WHICH CAR WOULD YOU RATHER BUY?

OLD PRICE:  $16,990   OLD PRICE:  $16,775                

NEW PRICE: $14,272    NEW PRICE:  $16,775

• WHO “WINS” WHEN THE USD GETS STRONGER AND THE YEN GETS WEAKER?

• DOMESTIC CONSUMERS OF FOREIGN GOODS

• OUR DOLLAR BUYS MORE FOREIGN GOODS

• FOREIGN PRODUCERS WHO WANT TO SELL THEIR PRODUCTS IN OUR MARKET

• THEIR PRODUCTS GO DOWN IN PRICE WHILE DOMESTIC PRODUCTS STAY THE SAME

• WHO “LOSES” WHEN THE USD GETS STRONGER AND THE YEN GETS WEAKER?

• DOMESTIC PRODUCERS WHO CAN’T COMPETE WITH NEW LOWER PRICES OF IMPORTED GOODS

• WHY MIGHT JAPAN WANT THEIR CURRENCY TO “WEAKEN” AGAINST OTHER WORLD CURRENCIES?

• IT ALLOWS THEIR PRODUCTS TO BE MORE COMPETITIVE IN FOREIGN MARKETS



SO WHAT’S THE ANSWER:
IS THE TPP GOOD OR BAD?

• HERE IS WHAT A WALL STREET JOURNAL ARTICLE HAD TO 

SAY ABOUT THE TPP

http://www.wsj.com/articles/several-u-s-industries-applaud-trans-pacific-partnership-1444078117


• FREE TRADE WILL ALWAYS HAVE WINNERS AND 

LOSERS

• WHAT DO U.S. MANUFACTURERS THINK?

• WHAT DO FOREIGN MANUFACTURERS THINK?

• WHAT SHOULD U.S. CONSUMERS THINK?



SIMULATION INSTRUCTIONS
1. STUDENTS ARE ASSIGNED ROLES:, DOMESTIC PRODUCER; FOREIGN PRODUCER; 1 TAX COLLECTOR; 1 REGULATOR; CONSUMERS.  THE RATIO OF CONSUMERS TO 

PRODUCERS SHOULD BE ABOUT 2 TO 1.  PRODUCERS ARE DIVIDED EQUALLY BETWEEN FOREIGN AND DOMESTIC.  EACH PARTICIPANT WILL BE GIVEN A BADGE 

OR SIGN TO IDENTIFY THEM TO OTHERS.

2. BUSINESSMAN AND CONSUMERS ARE GIVEN A TALLY SHEET; TAX COLLECTORS ARE GIVEN A COLLECTORS SHEET; REGULATORS ARE GIVEN A STAMP AND A FEE 

TALLY SHEET.

3. THE SIMULATION CONSISTS OF TWO ROUNDS.  FOR EACH ROUND EACH CONSUMER WILL BE GIVEN $50 IN CURRENCY TO SPEND ON TWO GOODS IN ANY 

COMBINATION THEY PREFER.  THEY WILL BE GIVEN A SHORT SET OF INSTRUCTIONS AND A TALLY SHEET TO TRACH THEIR TRANSACTIONS.  THEY SHOULD TRY 

AND SPEND ALL OF THEIR MONEY ON SOME COMBINATION OF THE GOODS IN BOTH ROUNDS.  

4. IN THE FIRST ROUND PRODUCERS WILL BE TRYING TO SELL ONE OF TWO PRODUCTS.  ALL BUSINESSMAN ARE GIVEN A PRODUCT SHEET WITH SIMPLE COST 

BREAKDOWNS OF THEIR PRODUCT PLUS A MINIMUM PROFIT TARGET.  DOMESTIC PRODUCERS WILL HAVE HIGHER COSTS. FOREIGN PRODUCERS OF GOOD A 

WILL HAVE A GOOD THAT HAS LOWER COSTS BUT IS SUBJECT TO A TARIFF.  FOREIGN PRODUCERS OF GOOD B WILL HAVE A PRODUCT THAT MUST GET STAMPED 

BY THE REGULATOR TO MEET SAFETY OR ENVIRONMENTAL STANDARDS.  

5. AT THE END OF THE ROUND, THE FOREIGN PRODUCERS OF GOOD A MUST VISIT THE TARIFF OFFICIAL, DETERMINE THE AMOUNT OF THEIR TAXES, AND PAY THEM 

TO THE OFFICIAL.  EVERY SALE NEEDS TO BE STAMPED AND THE TARIFF OFFICIAL WILL COLLECT A TAX FOR EACH UNIT SOLD.

6. AT THE END OF THE ROUND FOREIGN PRODUCERS OF GOOD B MUST GO SEE THE REGULATOR TO PAY THEIR FEES.  EVERY SALE NEEDS TO BE STAMPED AND THE 

REGULATOR WILL COLLECT A FEE FOR EACH UNIT SOLD TO REPRESENT THE COST OF COMPLIANCE.



SIMULATION INSTRUCTIONS CONT.
7. EACH PRODUCER WILL THEN TALLY THEIR OVERALL PROFIT AND DECIDE WHETHER IT WAS PROFITABLE FOR THEM TO ENTER THE MARKET.  EACH CONSUMER WILL TALLY 

HOW MUCH THEY SPENT AND THE Q OF GOODS THEY WERE ABLE TO PURCHASE, AS WELL AS NOTING HOW MANY UNITS OF FOREIGN AND DOMESTIC GOODS THEY 

PURCHASED.

8. ALL PRODUCERS WILL THEN REPORT THEIR TOTAL QUANTITY SOLD AND PROFITS TO THE TEACHER TO ENTER INTO THE CLASS TALLY SHEET.  ALL CONSUMERS WILL 

REPORT THE TOTAL NUMBER OF GOODS THEY WERE ABLE TO PURCHASE AND HOW MANY UNITS OF EACH THEY PURCHASED FROM DOMESTIC AND FOREIGN PRODUCERS.  

THE TARIFF OFFICIAL AND REGULATOR WILL REPORT THE AMOUNT OF GOVERNMENT REVENUE RECEIVED.

9. AT THE BEGINNING OF THE NEXT ROUND, THE TEACHER WILL ANNOUNCE THE END OF REGULATIONS AND TARIFFS HAVE BEEN REMOVED BY THE PASSAGE OF THE MSFTA 

(MIDDLE SCHOOL FREE TRADE ACT).  THE TEACHER WILL THEN HAND OUT NEW INSTRUCTION SHEETS TO FOREIGN PRODUCERS ONLY.  FOREIGN PRODUCERS MAY NOW 

DISREGARD THE PORTION OF THEIR INFO SHEET THAT REFERENCES TARIFFS OR REGULATORY FEES.  CONSUMERS ARE GIVEN ANOTHER $50 TO SPEND WITH THE SAME 

INSTRUCTIONS.

10. THE ROUND WILL THEN PROCEED IN THE SAME MANNER AS ROUND 1 BUT BUSINESSES NO LONGER HAVE TO SEE THE TAX COLLECTOR OR REGULATOR AT THE END OF THE 

ROUND.  FOREIGN PRODUCERS SHOULD BE ABLE TO SELL AT A CHEAPER PRICE.  

11. AT THE END OF THIS ROUND PRODUCERS WILL TALLY THEIR PROFIT AND CONSUMERS WILL RECORD SPENDING AND Q OF GOODS THEY WERE ABLE TO PURCHASE AS 

WELL AS NOTING HOW MANY UNITS OF FOREIGN AND DOMESTIC GOODS THEY PURCHASED.

12. ALL PRODUCERS WILL THEN REPORT THEIR TOTAL QUANTITY SOLD AND PROFITS TO THE TEACHER TO ENTER INTO THE CLASS TALLY SHEET. ALL CONSUMERS WILL 

REPORT THE TOTAL NUMBER OF GOODS THEY WERE ABLE TO PURCHASE AND HOW MANY UNITS OF EACH THEY PURCHASED FROM DOMESTIC AND FOREIGN PRODUCERS. 

THE TARIFF OFFICIAL AND REGULATOR WILL REPORT THE AMOUNT OF GOVERNMENT REVENUE RECEIVED.


