
PPSC Economics Topic 5 International Economics

Sr Questions Answers Choice

1 That the division of labor is limited by the size of th market best applies to which explanation
of trade.

A. Factor endowment theory
B. Product like cycle theory
C. Economics of scale theory
D. Over lapping demand theory

2 If the home country government grants a subsidy on a domestically produced good domestic
producers lend to.

A. Capture the entire subsidy in the
form of higher profits
B. Increases their level of production
C. Reduce wages paid to domestic
workers
D. Consider the subsidy as an
increase in production cost

3 Small nations whose trade and financial relationships are mainly with a single partner tend to
utilize.

A. Pegged exchange rates
B. Freely floating exchanged rates
C. Managed floating exchange rates
D. Crewing exchange rates.

4 Those who argue in favor of import protection generally give the impression that such
restricted trade will.

A. Decrease the level of national
security
B. Provide benefits to some particular
industry
C. Provide benefits to the entire
nation
D. Not yield welfare losses for the
nation

5 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

6 A tariff -rate quota

A. Is a limit on the number of tariff
that a country can place on imports
B. Uses a single tariff along with
import quotas to restrict imports
C. Is decreased to avoid the price
increase caused by simple tariffs
D. Is a two tier tariff system intended
to restrict imports

7 _____________ represent the most widely used tool in international finance for measuring
the average value of a currency relative to a number of other currencies

A. Nominal exchange rates
B. Real exchange rates
C. Cross exchange rates
D. Exchange rate indexes

8 The result of antidumping tariffs is to.

A. increase consumer surplus in the
importing country
B. Decrease producer surplus in the
importing country
C. Impose a price floor on foreign
prices in the importing country
D. Impose a price celling on foreign
prices in the importing county

9 If a nation has an open economy it means that the nation.

A. Allows private ownership of capital
B. Has flexible exchange rates
C. Has fixed exchange rates
D. Conducts trade with other
countries

10
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

11 The theory of ___________ suggests that government can assist domestic companies in
capturing economic profits from foreign competitors

A. International dumping
B. Countervailing duties
C. Strategic trade policy
D. Export promotion policy

A. 180



12 If export's are a constant proportion of GNP such that E = 18 GNP, find the level of imports
that would represent a zero trade balance when GNP = 10,000

A. 180
B. 555
C. 1,800
D. 5,555

13 The balance of trade can only worsen if income________ relative to absorption
A. Increases
B. Decreases
C. Adjustment mechanism
D. Currency contract period

14 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

15 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

16 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.

17 Intra industry trade therory.

A. Explains why the United States
might export autos and import
clothing
B. Explains why the united states
might export and import differentiated
versions of the same product such as
different type of autos.
C. Assumes that transport costs are
very low or do not exist
D. Ignores seasonal considerations
for agricultural goods

18 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

19 Nontariff trade barriers could include all of the following except.

A. Domestic content laws
B. Government procurement polices
C. Health , safety, and environmental
standards
D. Antidumping counter/vialling
duties applied to imports.

20 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


