
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 The comparative advantage model of Ricardo was based on.

A. Interindustry specialization and
trade
B. Interindustry specialization and
trade
C. Demand conditions underlying
specialization and trade
D. Income conditions underlying
specialization and trade

3 When all of the debit or credit items in the balance of payments are combined

A. Merchandise imports equal
merchandise exports
B. Capital imports equal capital
exports
C. Services exports equal service
imports
D. the total surplus or deficit equals
zero

4 The most widely traded currency in the foreign exchange market is the.
A. Euro
B. Chinses yuan
C. British pound
D. U.S. Dollar

5 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

6 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

7 A specification of a maximum amount of a foreign produced good that will be allowed to enter
the country over a given time period is referred to as a

A. Domestic subsidy
B. Export subsidy
C. Import quota
D. Export quota

8 When imports from a higher cost supplier with in customs union replace imports from a lower
cost supplier outside the custom union, there exists.

A. Trade creation
B. Trade diversion
C. Dynamic welfare effects
D. Comprehensive welfare efffects

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

10 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

11 The difference between a country's balances of payments and its balance of international
indebtedness.

A. Is equal of official reserve
transactions
B. Occurs because of foreign
exchange fluctuations
C. Reflects statistical discrepancies
D. Reflects the difference between
flow and stock concepts

12 Which of the following organizations primarily provides long term loans to developing
countries to help them develop their infrastructure such as schools hospitals and roads.

A. World Bank
B. International Monetary fund
C. Council on foreign Relations
D. Organization of petroleum



countries to help them develop their infrastructure such as schools hospitals and roads. D. Organization of petroleum
exporting countries

13 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

14 Tariff levels in advanced countries tend to be ___ tariff levels in developing countries.
A. Higher than
B. Equal to
C. Lower than
D. There is no general pattern

15 If the international terms of trade settle at a level that is between each country's opportunity
cost.

A. There is no basis for gainful trade
for either country
B. Both countries gain from trade
C. Only one country gains from trade
D. One country gains and the other
country loses from trade

16 Which financial instruments provide a buyer the right to purchase or sell a fixed amount of
currency at a prearranged price within a few days to a coupled of years.

A. Letter of credit
B. Foreign currency option
C. Cable transfer
D. Bill of exchange

17 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

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

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

20 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


