59. Exports and Imports
1. Which word is being described?

A) ______________________ the sale of a product or service to a person or business overseas

B) ______________________ the purchase of a product or service from overseas

C) ______________________ a limit on the number of imports from foreign countries 

D) ______________________ a tax placed on goods and services which are imported into a country

E) ______________________ an amount paid by the government to businesses who export products to help reduce their costs of production
Words from: Subsidy; Quota; Import; Export; Tariff

2. Keys to successful exporting 

In the first half of 2015, Fever Tree plc enjoyed a 62% increase in its export sales. This took exports up to 68.5% of the company’s sales of £24 million. Although Fever Tree’s sales were growing internationally, the company itself was focusing mainly on its two strongest markets: America and Spain. Together these two markets were worth nearly £9 million out of the sales total. Fever Tree backed its marketing efforts with careful customer service. The last thing the company wanted was a reputation for slow deliveries because of the big distance between America and the UK factory. 

2.1 Outline one advantage and one disadvantage of selling overseas for a UK manufacturing business such as Fever Tree.

_____________________________________________________________________________________

_____________________________________________________________________________________

_____________________________________________________________________________________ 
2.2 An analyst has recently forecast that Fever Tree’s annual sales will be £120 million by 2018. What would be the value of its export sales if exports continue to take the same share of sales as in the first half of 2015? 

_____________________________________________________________________________________

3. Exports and imports can be ‘visible’ goods or ‘invisible’ services. All that matters is who’s paying for what. If your family spends £4,000 on a holiday to DisneyWorld, USA, that’s an import, because a British family is paying Americans for goods and services. Which of these are imports or exports? 
	Group
	Exports (state visible or invisible)
	Imports (state visible or invisible)

	Jaguar sells a British-made car in Germany 
	
	

	An American spends a night at a London hotel
	
	

	A Brit flies to New York on an American Airlines flight
	
	

	You buy the brand new Apple iPhone 7
	
	


4. True or False?

4.1 Exports from the UK are a bonus because it’s extra income to the UK economy.
4.2 A rise in imports can be a good thing if British firms are buying more raw materials in response to increased demand.

4.3 An effect of a strongly growing UK economy would be an increase in UK exports.

4.4 Really well-run UK manufacturers can export successfully because they are highly competitive.

4.5 The UK was once the world’s biggest exporter. Today it’s China.  

59. ANSWERS - Exports and Imports
1a) Export

1b) Import

1c) Quota

1d) Tariff

1e) Subsidy

2.1 Outline one advantage and one disadvantage of selling overseas for a UK manufacturing business such as Fever Tree.

· Advantage is the economies of scale that can arise from the extra production – which should serve to cut costs and boost margins for the UK as well as the overseas sales

· As implied in the text, servicing foreign markets may be expensive – perhaps overstretching the company’s supply lines and service standards

2.2 An analyst has recently forecast that Fever Tree’s annual sales will be £120 million by 2018. What would be the value of its export sales if exports continue to take the same share of sales as in the first half of 2015? 

· £120m x 0.685 = £82.2m

	Group
	Exports (state visible or invisible)
	Imports (state visible or invisible)

	Jaguar sells a British-made car in Germany 
	Visible export

	

	An American spends a night at a London hotel
	Invisible export (we’re receiving income from America)
	

	A Brit flies to New York on an American Airlines flight
	
	Invisible import (we’re giving income to an American business)

	You buy the brand new Apple iPhone 7
	
	Visible import


4.1 True

4.2 True

4.3 False (growth pulls in imports)

4.4 True

4.5 True
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