
PPSC Economics Topic 5 International Economics

Sr Questions Answers Choice

1 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.

2 According to the cost based definition of dumping occurs when a firm sells a product abroad
at a price that is less than

A. Average total cost
B. Average variable cost
C. Average fixed cost
D. Marginal cost

3 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.

4 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.

5 The institutional framework developed in 1974 to promote trade liberalization is known as.
A. WTO
B. GATT
C. IMF
D. World bank

6 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.

7 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

8 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

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

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
D. Increase profits of domestic import
competing industries.

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



D. Merchandise trade transactions

13 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.

14 Most tariffs have

A. Only revenue effects
B. Only protective effects
C. Both protective ad revenue effects
D. Neither protective or revenue
effects

15 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

16 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

17 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

18 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

19 The earliest statement of the principle of comparative advantage in associated with
A. Adam Smith
B. David Ricardo
C. E . Heckscher
D. Bertil Ohlin

20 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.


