Course:
01.411 Agricultural Business and Management

Unit 12:
International Trade  
Lesson 1:
Trade Agreements

QCC:
62, 65, 70, 71, 75, 77
Objectives: 

1.
Recognize the importance of international trade.

2.
Identify the effect of trade agreements on U.S. agriculture.

3.
Describe the effect of trade agreements on agribusiness management decisions.

Teaching Time:  

5 hours
References:

Deere and Company.  Farm and Ranch Business Management.  Moline, IL.  ISBN: 0-86691-135-9. 
Materials and Equipment:

Teaching Procedure

Introduction and Mental Set

Ask the students if they like fresh fruit and vegetables in the winter.  Show them a chart/graph comparing consumption and production of various crops.  U.S. production will exceed consumption in many areas.  In some areas our consumption may exceed our production.  How can the United States as a whole meet consumer and production needs?  The students will respond with various answers.  Lead the students to the response of trade agreements. 
Discussion


1.
Why is world trade important?  World Trade affects prices to farmers and consumers, supply/demand, weather, tariffs, taxes, etc.
2.
Relate major commodities to world markets:

A.
Soybeans
B.
Corn

C.
Wheat

D.
Pork

E.
Beef

F.
Poultry
3.
Describe how the unstable Asian market, money from oil, and lifestyle is changing buying practices and standards of living in developing countries.

4.
Discuss how barriers to trade can be a major obstacle to potential markets.  Example: Political government intervention.
5.
Describe protectionism = the protecting of a domestic industry - A.
Europe protects its farms with price supports and a ban on outside products.  

B.
Japan allows only small amounts of beef into its markets.
6.
Use NAFTA as example of free trade

A.
Example:  it is the North America Free Trade and Tariffs.  

B.
An agreement with Mexico and Canada to limit tariffs on products with the boundaries of the three countries.
7.
On page 14-11 use the example of loan price and deficiency payments to control price. 

8.
Describe balance of trade.  

A.
How does it relate if it is negative, then the value of goods being imported exceeds the value of those being exported?  

B.
Express that no other sector of the U.S. economy has the strong comparative advantage of agriculture, for example we sell more dollars of Ag products than we buy.
9.
Define GATT - General Agreement on Tariffs and Trade

A.
It was started after WWII to help bring order to the international economy.  To encourage trade between countries.

B.
It has been modified many times.  The ultimate goal would be to have free markets for all products for every nation.

10.
Activities

A.
Have students define international trade and the importance to a world market

B.
Describe why commodities are affected by world trade

C.
Define the European and Asian Markets

D.
Discuss trade barriers

E.
Define NAFTA
Summary    

In order to meet consumer demands and needs along with the producers’ production level, trade agreements are essential.

Evaluation

Written test
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