
PPSC Economics Topic 5 International Economics

Sr Questions Answers Choice

1 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
exporting countries

2 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

3 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

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

5 Direct investment and security purchases are classified as.
A. Capital account transactions
B. Current account transactions
C. Unilateral transfer transactions
D. Merchandise trade transactions

6 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

7 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

8 the_____________ analysis considers the ability of domestic and foreign prices to adjust to
devaluation in the short run.

A. Pass through
B. Absorption
C. Adjustment mechanism
D. currency contract period

9 Investors engage in ____ when they move funds into foreign currencies in order to take
advantage of interest rates abroad the are higher than domestic interest rates.

A. Currency arbitrage
B. Interest arbitrage
C. Short positions
D. Long positions

10 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.

11 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

12 Which exchange rate mechanism calls for frequent redefining of the par value by small
amounts to remove payments disequilibrium.

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

13 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

A. The purpose is to maintain



14 The national security argument for protection is more likely to be valid when

A. The purpose is to maintain
protection for an indefinite time
period.
B. The industry is characterized by
increasing returns to scale.
C. the economy operates during a
recession
D. The protected industry provides
invaluable goods during periods of
war

15 International trade forces domestic firms to become more completive in terms of.
A. The introduction of new products
B. Product design and quality
C. Product price
D. All of the above

16 Anti dumping duties applied to imported goods.

A. Are abolished by the world Trade
Organization
B. Result in decreases in consumer
surplus for domestic households
C. Are imposed by industrial
countries but not developing
countries.
D. Result in lower priced goods for
domestic consumers

17 Import substitution is an example of

A. The principle of comparative
advantage
B. The pricnipal of absolute
advantage
C. An outward looking growth
strategy
D. An inward looking growth strategy

18 The NAFTA is a
A. Monetary union
B. Free trade area
C. Common market
D. Customs union

19 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.

20 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.


