
PPSC Economics Topic 5 International Economics

Sr Questions Answers Choice

1 Mercantilism.

A. Is the philosophy of free
international trade.
B. Was a system of export promotion
and barriers to imports practiced by
government .
C. Was praised by Adam Smith in the
Wealth of Nations
D. Both a and c

2 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

3 A _________ is a regional trading block in which member countries eliminate intercanal
trade barriers but maintain existing barriers against countries that are not members.

A. Free trade area
B. Customs union
C. Common market
D. Monetary union

4 All of the following are credit items in the balance of payments except.

A. Investment inflows
B. Merchandise exports
C. Payment for American service's to
foreigners
D. Private give to foreign residents

5 An important feature of a___ is that the holder has the right , but not the obligation, to buy or
sell currency

A. Swap
B. Foreign exchange arbitrage
C. Foreign exchange option
D. Futures market contract

6 The difference between what consumers have to pay for a particular and what they are
willing to pay is known as.

A. Consumer surplus
B. Producer surplus
C. Dead weight costs
D. Dead weight surplus

7 currency speculation is__________ if speculators bet against market forces that cause
exchange fluctuations, thus moderating such fluctuations.

A. Destabilizing
B. Stabilizing
C. Inflationary
D. Deflationary

8 Which of the following strategies have developing countries not used to deal with the
problem of unstable export markets.

A. Multilateral contracts
B. Production and export controls
C. Buffer stock arrangements
D. Tariff rate quotes

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

10 Comparative advantage is determined by

A. Actual difference in labor
productivity between countries.
B. Relative difference in labor
productivity between countries.
C. Both a and b
D. Neither a nor b

11 The theory of ___________ suggests that government can assist domestic companies in
capturing economic profits from foreign competitors

A. International dumping
B. Countervailing duties
C. Strategic trade policy
D. Export promotion policy

12 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

13 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

14 Wassily Leontief used an input output table in order to test the.

A. Richardian theory of comparative
advantage
B. Heckscher Ohlin theory of
comparative advantage.



14 Wassily Leontief used an input output table in order to test the. comparative advantage.
C. Linder theory of overlapping
demand
D. All of the above

15 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

16 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

17 Direct investment and security purchases are classified as.
A. Capital account transactions
B. Current account transactions
C. Unilateral transfer transactions
D. Merchandise trade transactions

18 Debit entries on the balance of payments are the entries that would.

A. Mean a loss of foreign exchange
B. Bring foreign exchange into the
country
C. Indicate a surplus exists
D. Exist at the bottom line a after all
accounts are totaled.

19 A country transactions with the rest of the world are recorded in the

A. Balance of international
indebtedness
B. Balance of financial transactions
C. Balance of payments
D. Income statement

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


