
PPSC Economics Topic 5 International Economics

Sr Questions Answers Choice

1 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

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

3 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

4 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

5 When the price of foreign currency exchange is above the equilibrium level.

A. An excess demand for that
currency exists in the foreign
exchange market.
B. An excess supply of the currency
exists in the foreign exchange market
C. The demadn for foreign exchange
shifts outward to the right
D. The demand for foreign exchange
shifts backward to the left.

6 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

7 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

8 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

9 A product will be traded only if the pre trade price difference between the two countries

A. Is less than the cost of
transporting it between them
B. is greater than the cost of
transporting it between them
C. Equals the cost of transporting it
between them
D. More information is needed to
answer this question

10 The term of trade is given by theprices.

A. Paid to all goods exported by the
home country
B. Received for all goods exported by
the home country
C. Received for exports and paid for
imports.
D. Of primary products as opposed to
manufactured products.

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

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



12 In the balance of payments, travel and tourism are included in the category of C. Merchandise account
D. Services account

13 Absolute 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

14 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

15 The theory of overlapping demands predicts that trade in manufactured goods is
unimportant for countries with very different.

A. Tastes and preferenes
B. Expectations of future interest rate
levels
C. Per capita income levels
D. Labor productivities

16 If import licenses are auctioned off to domestic importers in a competitive market their
scarcity value accurse to.

A. Foreign corporations
B. Foreign workers
C. Domestic corporations
D. The domestic government

17 __________ 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

18 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

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 If a country has a linear production possibilities frontier then production is said to be subject
to.

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


