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Economic Systems of Southwest Asia: Trade in the Middle East
SS7E6 The student will explain how voluntary trade benefits buyer and sellers in Southwest Asia (Middle East).

a. Explain how specialization encourages trade between countries.

Not every country can produce all of the goods and services it needs. 
Because of this, countries specialize in producing those goods and services 
that they can provide most efficiently. They then look for others who may 
need those goods and services so they can sell their products to those who 
need them. The money earned by such sales then allows the purchase of goods and services the 
first country is unable to produce.

In international trade, no country can be completely self-sufficient (produce all the goods 
and services it needs). Specialization (products a country makes best and that are in demand on 

the world market) is a way to build a profitable economy and to earn money to 
buy items that cannot be made locally.

Some countries in Southwest Asia are very rich in oil 
and natural gas, but they lack farmland and the ability 
to produce enough food. Saudi Arabia is able to 
specialize in the production of oil and gas and sell 

these products at great profit on the world market. The money earned in 
this trade can then be used to purchase food and the technology needed to make their agriculture 
system more efficient.

Israel has little in the way of oil wealth, but they have become leaders in agricultural 
technology even though they have a limited supply of land suitable for farming. They can sell 
this technology to earn the money to supplement their limited production of food.

1.  What is specialization? ________________________________________________
________________________________________________________________________
2.  What does Saudi Arabia specialize in the production of? ________________________
________________________________________________________________________
3.  How does Saudi Arabia use specialization to help their agricultural needs?_________
________________________________________________________________________
4.  What does Israel specialize in?____________________________________________
________________________________________________________________________



SS7E6 The student will explain how voluntary trade benefits buyer and sellers in Southwest Asia (Middle East).
b. Compare and contrast different types of trade barriers such as tariffs, quotas, and embargos.

Trade barriers are anything that slows down or prevents one country from exchanging 
goods with another. Some trade barriers are put in place to protect local 
industries from lower priced goods made in other countries. Other times 
trade barriers are created due to political problems between countries. Trade 
is stopped until the political issues are settled. The countries in Southwest 
Asia, as in most parts of the world, have experienced trade barriers at one 
time or another.

A tariff is a tax placed on goods when they are brought (imported) 
into one country from another country. The purpose of a tariff is usually to make the imported 
item more expensive than a similar item made locally. This sort of tariff is called a “protective 
tariff” because it protects local manufacturers from competition coming from cheaper goods 
made in other countries. Most countries have tariffs on goods imported from other countries. 
Other countries also place tariffs on goods coming to their markets from other parts of the 
world.

A quota is a different way of limiting the amount of foreign goods that can 
come into a country.  A quota sets a specific amount or number of a particular 
product that can be imported or acquired in a given period. Israel could decide, 
for example, that only 1500 cars could be brought into the country from Japan in 
a given year. That would make it more likely that people buying cars would have 
to buy Israeli-made cars if Japanese cars were not available.

A third type of trade barrier is called an embargo. An embargo is when one country 
announces that it will no longer trade with another country in order to isolate the country and 

cause problems with that country’s economy. Embargos usually come about 
when two countries are having political disputes. Embargos often cause 
problems for all countries involved. A good example of an embargo is the 
decision by the OPEC countries to stop all sales of oil and gas to the 

countries supporting Israel in the 1973 Arab-Israeli war.
5.  What is a trade barrier? ________________________________________________
________________________________________________________________________
6.  What is a tariff? ______________________________________________________
________________________________________________________________________
7.  What is a “protective tariff” and do you think that they are good for an economy?____
________________________________________________________________________
8.  What is a quota? ______________________________________________________
________________________________________________________________________
9.  What is an embargo?____________________________________________________
________________________________________________________________________
10. Describe on example of how trade embargos have been used against other nations.
_____________________________________________________________________________
_____________________________________________________________________________
______________________________________________________________


