
PPSC Economics Topic 5 International Economics

Sr Questions Answers Choice

1 Which trade policy results in the government levying both a specific tariff and an advalorem
tariff on imported goods.

A. Compound tariff
B. Nominals tariff
C. Effective tariff
D. Revenue tariff

2 Similar to import tariffs import quotas tend to result in.
A. Higher prices ad reduced imports
B. Increased government revenue
C. Increases consumer surplus
D. Decreased producer surplus

3 Industrial policies intended to foster comparative advantage for domestic industries could
result in the implementation of.

A. Research and development
subsides.
B. Loan guarantees
C. Low interest rate loans
D. All of the above

4 If a small country imposes a tariff on an imported goods terms of trade will
A. Improve
B. worsen
C. Not change
D. any of the above

5 The exchange rate is kept the same across geographically separate markets by
A. Hedging
B. Speculation
C. Government regulation
D. Arbitrage

6 The difference between a country's balances of payments and its balance of international
indebtedness.

A. Is equal of official reserve
transactions
B. Occurs because of foreign
exchange fluctuations
C. Reflects statistical discrepancies
D. Reflects the difference between
flow and stock concepts

7 In the calculation of gross domestic product net exports are.

A. The sum of merchandise trade
and services
B. The current account plus long
term capital
C. The value of merchandise exports
minus imports
D. Short term capital plus the basic
balance

8 To stabilize the prices of primary products international commodity agreements have utilized
all of the following except.

A. Tariff -rate quotas applied to
imported goods.
B. Production and export controls.
C. Buffer stocks
D. Multilateral contracts

9 The exchange rate system that best characterizes the present international monetary
arrangement used by industrialized countries is.

A. Freely fluctuating exchange rates
B. Adjustable pegged exchange
rates
C. Managed floating exchange rate.
D. Pegged or fixed exchange rates

10 Credit (+) items in the balance of payments correspond to anything that.

A. Involves receipts from foreigners
B. Involves payments to foreigners
C. Increases the domestic money
supply
D. Decrease the demand for foreign
exchange

11 In developed countries tariffs on raw materials tend to be.

A. Highest of all
B. Higher than on manufactured
goods
C. Equal to tariffs on manufactured
goods
D. Lower than on manufactured
goods

12 The difference between bid rates and ask rates is called the
A. Profit
B. Arbitrage
C. Spread
D. Forward transaction

A. Currency arbitrage



13 Investors engage in ____ when they move funds into foreign currencies in order to take
advantage of interest rates abroad the are higher than domestic interest rates.

A. Currency arbitrage
B. Interest arbitrage
C. Short positions
D. Long positions

14 In the balance of payments, travel and tourism are included in the category of
A. unilateral transfers
B. Capital account
C. Merchandise account
D. Services account

15 A sudden shift from import tariffs to free trade may induce short term unemployment in.

A. Import competing industries
B. Industries that are only exporters
C. Industries that sell domestically as
well as export
D. Industries that neither import nor
export

16 The relationship between the exchange rate ad the prices of tradable goods is known as the.
A. Purchasing power parity theory
B. Asset markets theory
C. Monetary theory
D. Balance of payments theory

17 The comparative advantage model of Ricardo was based on.

A. Interindustry specialization and
trade
B. Interindustry specialization and
trade
C. Demand conditions underlying
specialization and trade
D. Income conditions underlying
specialization and trade

18 The "balance of trade" is a record of.

A. Exports and imports of financial
assets
B. The current account plus capital
account
C. The net export of goods and
services
D. The value of merchandise exports
minus imports

19 A tax of 18 cents per unit of imported cheese would be an example of a.
A. Compound tariff
B. Effective tariff
C. Ad valorem tariff
D. Specific tariff

20 The factor endowment theory was pioneered by
A. Adam Smith
B. David Richardo
C. Wassily Leontief
D. Ell Heckscher and Bartill Ohlim


