
PPSC Economics Topic 5 International Economics

Sr Questions Answers Choice

1 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

2 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

3 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

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

5
Which exchange rate mechanism is intended to insulates the balance of payments from
short term capital movements while providing exchange rate stability for commercial
transactions.

A. Dual exchange rates
B. Managed floating exchange rates
C. Adjustable pegged exchange rates
D. Crawling pegged exchange rates.

6 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

7 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

8 A tax of 17 percent per imported item would be an example of a
A. Ad valorem tariff
B. Specific tariff
C. effective tariff
D. Compound tariff

9 The gain from international trade are closely related to.

A. the labor theory of value
B. How much the autarky price differs
from international terms of trade
change.
C. The fact that a country must lose
from trade
D. All of the above

10 A country that is a net international debtor initially experiences a.

A. Larger savings pool available
finance domestic spending
B. Higher interest rate which leads
lower domestic investment.
C. Loss of funds to trading partners
overseas
D. Decrease in tis services exports to
other countire.

11 increase foreign competition tend to.

A. Intensify inflationary pressure at
home
B. Induce falling output per worker
hour for domestic workers
C. Place constraints on the wages of
domestic workers



domestic workers
D. Increase profits of domestic import
competing industries.

12 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

13 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

14 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

15 The "balance of trade" is a record of.

A. Exports and imports of financial
assets
B. The current account plus capital
account
C. The net export of goods and
services
D. The value of merchandise exports
minus imports

16 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
D. Price failing in the exporting
country.

17 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

18 Among the institutions and polices that have been created to support developing countries
are.

A. the World bank
B. The international Monetary Fund
C. The Generalized system of
Preferences
D. All of the above

19 That the division of labor a limited by the size of the market best applies to which explanation
of trade

A. Factor endowment theory
B. Product life cycle theory<div><br>
</div>
C. Economies of scale theory
D. Over lapping demand theory.

20 To help developing nations strengthen their international competitive rises many industrial
nations have granted non nations udder the .

A. International commodity
engravement's program
B. Multilateral contract program
C. Generalized system of
preferences program
D. Export led growth program


