
PPSC Economics Topic 5 International Economics

Sr Questions Answers Choice

1 The supply of foreign currency tends to be
A. Upward sloping
B. Down ward sloping
C. Vertical
D. Any of the above

2 Which industrialization policy has developing countries used which places emphasis on the
comparative advantage principle as a guide to resource allocation.

A. Export promotion
B. Import substitution
C. International commodity
agreements
D. Multilateral contrracts.

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 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

5 In today world most countries impose tariffs

A. Only on imports
B. Only on exports
C. On both imports and exports
D. On imports exports and nontrade
goods

6 A tariff can ___________ raise a country's welfare
A. Never
B. Sometimes
C. always
D. None of the above

7 Should international transpiration costs decrease the effect on international trade would
include a.

A. Increases in the volume of trade
B. Smaller gain from trade
C. Decline in the income of home
producers
D. Decrease in the level of
specialization in production.

8 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.

9 Trade based on comparative advantage assures that.

A. Only the strongest suvrive
B. Some people are rich and others
are poor
C. Each item is produced using the
least amount of time needed to
produce it
D. Each item is produced at as low a
cost possible in terms of other things
given up

10 International trade in goods and services tends to

A. Increase all domestic costs and
prices
B. Keep all domestic costs and prices
at the same level
C. Lessen the amount of competition
facing home manufactures.
D. Increase the amount of
competition facing home
manufacturers

11 Import quotas tend to result in all of the following except.

A. Domestic producers of the
imported good being harmed
B. Domestic consumers of the
imported good being harmed
C. Prices increasing in the importing
country



country
D. Price failing in the exporting
country.

12 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

13 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

14 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.

15 Debit (-) items in the balance of payments correspond to anything that.

A. Involve receipts from foreigners
B. Involves payments to foreigners
C. Increase the domestic money
supply
D. Decrease the demand for foreign
exchange

16 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

17 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

18 The exchange rate system that best characterizes the present international monetary
arrangement used by industrialized countries is.

A. Freely fluctuating exchange rates
B. Adjustable pegged exchange rates
C. Managed floating exchange rate.
D. Pegged or fixed exchange rates

19 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

20 The least common type of transaction in the foreign exchanges is a.
A. Forward transaction
B. Spot transaction
C. Swap transaction
D. None of the above


