
PPSC Economics Topic 5 International Economics

Sr Questions Answers Choice

1 Among the institutions and polices that have been created to support developing countries
are.

A. the World bank
B. The international Monetary Fund
C. The Generalized system of
Preferences
D. All of the above

2 International trade is based on the idea that

A. Exports should exceed imports
B. Imports should exceed exports
C. Resources are more mobile
internationally than are goods
D. Resources are less mobile
internationally than are goods

3 A depreciation of the dollar willhave its most pronounced impact on imports if the demand for
imports is.

A. Constant
B. Inelastic
C. Elastic
D. Unitary elastic

4 According the Hacksher-Ohlin model the source of comparative advantage is a country's
A. Technology
B. Advertising
C. Factor endowments
D. both a and c

5 If a country has a bowed out production possibility frontier then production is said to be
subject to.

A. Constant opportunity costs
B. Decreasing opportunity costs
C. First increasing and than
decreasing opportunity costs
D. Increasing opportunity costs

6 Which exchange rate mechanism calls for frequent redefining of the par value by small
amounts to remove payments disequilibrium.

A. Dual exchange rates
B. Adjustable pegged exchange rates
C. Managed floating exchange rates
D. Crawling pegged exchange rates.

7 The asset market approach is most helpful in explaining.

A. Why exchange rate remain quite
stable
B. Why government change their
money supplies
C. Long term exchange rate
movements
D. Short term exchange rate
movements

8 Those who argue in favor of import protection generally give the impression that such
restricted trade will.

A. Decrease the level of national
security
B. Provide benefits to some particular
industry
C. Provide benefits to the entire
nation
D. Not yield welfare losses for the
nation

9 The _____ analyzes the income distribution effects of trade in the short run when resources
are immobile among industries.

A. Stolpher Samuelson theory
B. Factor endowment theory.
C. Specific factor theory
D. Over lapping demand theory

10 The Hecksher Ohlin theory explains comparative advantage as the result of difference in
countries.

A. Relative abundance of various
resources.
B. Relative costs of labor
C. Economies of large scale
production.
D. Research and development
expenditures.

11
When imports from a higher cost supplier with in customs union replace imports from a lower
cost supplier outside the custom union, there exists.

A. Trade creation
B. Trade diversion
C. Dynamic welfare effects
D. Comprehensive welfare efffects

12 Tariff levels in advanced countries tend to be ___ tariff levels in developing countries.
A. Higher than
B. Equal to
C. Lower than
D. There is no general pattern

A. <sup>Every one automatically



13 According to the Heckscher - Ohlin model

A. <sup>Every one automatically
gains from trade</sup>
B. The gainers from trade out
number the losers from trade
C. The scarce factor necessary gains
from trade
D. None of the above

14 The national security argument for protection is more likely to be valid when

A. The purpose is to maintain
protection for an indefinite time
period.
B. The industry is characterized by
increasing returns to scale.
C. the economy operates during a
recession
D. The protected industry provides
invaluable goods during periods of
war

15 The world trade organization is sometimes criticized for all of the following reasons except.

A. If reduces the sovereignty of
member countries.
B. Favors free trade over the quality
of the environment
C. It has no way to solve trade
disputes among member countries.
D. It is a "puppet" of multinational
corporations

16 Developing countries that concentrate production in agricultural products or raw materials
may face a long run decline in their international terms of trade because of.

A. Inelastic demand for these
products in advanced countries.
B. Large increase in the supplies of
these products on world markets
because of export expansion polices
C. sluggish demand for these
products in advanced countries
D. All of the above

17 International trade in good sand services is sometimes used as a substitute for all of the
following except.

A. Internationals movement of capital
B. International movement of labor
C. International movements of
technology
D. Domestic production of different
goods and services.

18 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

19 Which trade theory contends that a country that initially develops and exports a new product
may eventually become an importer of it and may no lorger manufacture the product.

A. Theory of factor endearments
B. Theory of overlapping demands
C. Economies of scale theory
D. Product life cycle theory.

20 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


