
PPSC Economics Topic 5 International Economics

Sr Questions Answers Choice

1 According to the cost based definition of dumping occurs when a firm sells a product abroad
at a price that is less than

A. Average total cost
B. Average variable cost
C. Average fixed cost
D. Marginal cost

2 Small nations whose trade and financial relationships are mainly with a single partner tend to
utilize.

A. Pegged exchange rates
B. Freely floating exchanged rates
C. Managed floating exchange rates
D. Crewing exchange rates.

3 The effect of the most favored nation clause is to.

A. Eliminate all tariffs between
countries
B. Increase all tariff rates between
countries.
C. Maintain a nondiscriminatory
structure of tariffs
D. Maintain a discriminatory structure
of tariffs

4 If export's are a constant proportion of GNP such that E = 18 GNP, find the level of imports
that would represent a zero trade balance when GNP = 10,000

A. 180
B. 555
C. 1,800
D. 5,555

5 The current account includes
A. The value of trade in merchandise
B. Services
C. Unilateral transfers
D. All of the above

6 Most tariffs have

A. Only revenue effects
B. Only protective effects
C. Both protective ad revenue effects
D. Neither protective or revenue
effects

7 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

8 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

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 All of the following are debit items in the balance of payment eexcept.

A. Capital outflows
B. merchandise exports
C. Private gifts to foreigners
D. Foreign and granted to other
nations

11 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

12 A tariff that prohibits imports has only

A. a revenue effect and redistribution
effect
B. Revenue effect and protection
effect
C. Consumption effect and protection
effect
D. Redistribution effect and
consumption effect



consumption effect

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 __________ is a said to exist when the formation of a regional trading group leads to the
reduction of trade with nonmember countries infavor of member countries.

A. Trade creation
B. Trade diversion
C. Trade exclusion
D. Trade distortion

15 International dumping may involve.

A. Selling goods to foreigners at a
price below that charged domestic
consumers
B. Selling goods to foreigners at a
price below the cost of production
C. antidumping duties being levied on
the imported dumped goods
D. All of the above

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

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

18 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

19 Exchange rate overshooting often occur because.

A. Domestic prices adjust slowly to
shifts in demand
B. Military spending increases during
military's confects
C. Elasticities are smaller in the long
run than the short run
D. Elasticities are smaller in the short
run than the long run.

20 ___________ are quotas that lead to a complete abolishment of trade.
A. Nontariff barriers
B. Embargoes
C. Voluntary export restraints
D. Orderly marketing agreements


