
PPSC Economics Topic 5 International Economics

Sr Questions Answers Choice

1 All of the following are trade problems of developing countries except.

A. Unstable export markets
B. improving terms of trade
C. Limited access to the markets of
industrial countries
D. Highly elastic demand curves for
their products.

2 The reduction or covering of foreign exchange risk is called.
A. Hedging
B. Speculation
C. Intervention
D. Arbitrage

3 According to the Hackscher - Ohlin model the source of comparative advantage is a
country's

A. Technology
B. Advertising
C. Factor endowments
D. both a and c

4 Specific tariffs are collected as

A. Fixed amount of money per unit
traded
B. a percentage of the price of the
product
C. A percentage of the quantity of
imports
D. All of the above

5 Small nations with more than one major trading partner lend to peg the value of their
currencies to.

A. gold
B. silver
C. a single currency
D. a basket of currencies

6 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

7 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

8 __________ policies attempt to foster industrialization by establishing high barriers to import
of foreign goods to promote local production.

A. absolute advantage
B. Comparative advantage
C. Export led growth
D. Import substitution

9 That the division of labor is limited by the size of th market best applies to which explanation
of trade.

A. Factor endowment theory
B. Product like cycle theory
C. Economics of scale theory
D. Over lapping demand theory

10 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

11 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.

12 According to the factor price equalization theorem, the ______ factor should oppose free
trade policies in any given country.

A. Abundant
B. scarce
C. Neither
D. Can't tell without more information

13 The movement to free international trade is most likely to generate short term unemployment

A. Industries in which there are
neither imports nor exports
B. Import competing industries.
C. Industries that sell to domestic



13 The movement to free international trade is most likely to generate short term unemployment
in which industries'. C. Industries that sell to domestic

and foreign buyers
D. Industries that sell to only foreign
buyers

14 the_____________ analysis considers the ability of domestic and foreign prices to adjust to
devaluation in the short run.

A. Pass through
B. Absorption
C. Adjustment mechanism
D. currency contract period

15 Poor developing countries typically impose ______ tariffs than rich advanced nations on
imports.

A. Lower
B. Higher
C. About the same height
D. None of the above

16 The factor endearment model of international trade was developed by.
A. Adam Smith
B. David Ricardo
C. John Stuart Mill
D. Eli Heckscher and Beril Ohlin

17 A main advantage of specialization results from

A. Economics of large scale
production
B. The specializing country behaving
as a monoploidy.
C. smaller production runs resulting
in lower unit costs
D. High wages paid to foreign
workers

18 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.

19 In the classical model of Ricardo the direction of trade is determined by
A. Absolute advantage
B. Comparative advantage
C. Physical advantage
D. Which way the wind blows

20 A nation wishing to reduce its current account deficit would be advised to.

A. Engage in more government
spending.
B. Reduce government taxes
C. Increase private investment
spending
D. Decrease domestic consumption
spending


