International trade increases the welfare of
a) All participating countries
b) Only exporting countries
c) Only importing countries
d) Only developed countries.
International trade increases the
a) Profit
b) Output
c) Risk
d) Cost
Which of the following is not objective of commercial trade policy?
a) To preserve foreign exchange reserve
b) To determine rate of interest
c) To protect domestic industries
d) To maintain favorable balance of payment
Which of the following is the argument for international trade?
a) Protects domestic industries
b) Promotes self sufficiency
c) Helps diversification of industries
d) Promotes efficient allocation of resources
Which of the following is known as the engine of growth?
a) Economic development
b) GDP
c) Per capitaincome
d) Trade
The world trade is dominated by
a) Manufacturing
b) Agriculture
c) Fuel
d) Mining



In case of internal trade factors of production are
a) Highly mobile
b) Less mobile
c) Immobile
d) Highly restricted

Heckscher Ohlin theory cannot be applied to
a) Several commodities and several countries
b) Two commodities and two countries
c) Few countries
d) Very few countries

Heckscher Ohlin trade can explain

a) Domestic trade

b) International trade

c) Internal trade

d) International and interregional trade
According to Heckscher Ohlin theory a country is capital abundant
when
Capital to labor ratio is

a) Greater than one

b) Less than one

c) Equalto zero

d) Negative
Factor movement brings about

a) Factor price equalization
b) Commodity price equalization
c) Transport cost equalization
d) Export price equalization
The trade under constant opportunity cost have



A) Linear production possibility curve
B) Inverted production possibility curve
C) Concave production possibility curve
D) Convex production possibility curve

Law of reciprocal demand is explained through
a) Factor price
b) Factor endowment
c) Offer curve
d) production possibility curve

The monopolistic competition is based on
a) differentiated product
b) homogeneous product
c) single seller
d) few sellers
Which of the following are the main advantage of
monopolistic competition in international trade?
a) Good quality
b) Many seller
c) Lower average cost
d) Few sellers

Which one of the following is not correct regarding multinational
corporation?
a) To increase the cost of production
b) To enter foreign markets
c) Avoid tariffs
d) To take control of raw material



Which one of the following is not correct regarding foreign direct
investment?
a) FDI provides capital
b) FDI increases domestic indebtedness
c) FDI helps to transfers technology
d) FDI helps to increase size of market
Which one of the following is not the feature of global
supply chain?
a) Time zone
b) Language barriers
c) Higher cost
d) Delays
BPO stands for
a) Business Product outside
b) Below product oiling
c) Business prepare outsourcing
d) Business Process Outsourcing

Which one of the following treaties was signed to create European
union in 19937
a) Treaty of Maastricht
b) Treaty of Rome
c) Treaty of Lisbon
d) Treaty of London

The euro replaced the national currencies of 12 EU member nations
in the year
a) 1997



b) 2002
c) 2000
d) 1995
The aim of ABIF is to establish
a) Banking integration in ASEAN
b) Customs union in ASEAN
c) Food security in ASEAN
d) Free labour market in ASEAN
Which one of the following is disadvantage of
international economic integration?
a) Cross border investment flows
b) Employment generation
c) Increasing interdependence
d) Conflict resolution
Which one of the following is not a non-tariff barrier?

a) Voluntary export restriction
b) Local content requirement
c) Administrative barriers
d) Tariff
The eurozone crisis was essentially a
a) Immigration crisis
b) Food crisis
c) Sovereign debt crisis
d) Political crisis
According to Adam smith the international trade is beneficial under
a) Increasing opportunity cost
b) Comparative cost
c) Absolute cost
d) Equal cost
a) According to David Ricardo the international trade is beneficial
under



a) Increasing opportunity cost
b) Comparative cost
c)Absolute cost

d) Equal cost

David Ricardo assumes perfect mobility of labour
a) Within country
b) Between participating countries
c) Outside country
d) Within and between participating countries
Comparative cost theory is static theory because it assumes
a) No change in inputs
b) Labour is homogeneous
c) There is no transport cost
d) Labour is heterogeneous

Ricardian theory measures comparative cost in terms of

a) Input cost
b) Money cost
c) Capital cost
d) Man days
Ricardian theory assumes labour within country is
a) Heterogeneous
b) Homogeneous
c) Inefficient
d) Efficient

Ricardian theory can be extended to



a) More than two countries
b) Two countries

c) Developed nations

d) Developing nations

The classical theory of international trade was presented by
a) Heckscher — Ohlin
b) J. Keynes
c) David Ricardo
d) Alfred Marshall
e)
The concept of offer curve was introduced by
a) Adam smith
b) David Ricardo

c) J.s. mill

d) Alfred Marshall
e)

f)

The offer curve of a country is based on
a) Relative price of two commodities
b) Price of exports
c) Price of imports
d) Supply of exports

The concept of reciprocal demand was introduced by
A) J.S Mill
B) David Ricardo
C) Adam smith
D) J.M. Keynes

Heckscher Ohlin theory states that relative factor price in two
countries
Are determined by



a) Labour efficiency
b) Labour inefficiency
c) Factor endowment
d) Technological development
In classical theory of international trade, the exchange of goods and
services takes on the basis of
a) Capital
b) Labour
c) Barter
d) Money
If capital is available in larger proportion to labor, then economy is
known as
a) Labour intensive
b) Capital intensive
c) Productive
d) Un productive
If labor is available in larger proportion to capital, then economy is
known as
a) Labour intensive
b) Capital intensive
c)Productive
d)Un productive

trade between two countries is known as
a) Internal
b) Domestic
c) External
d) Regional

Which of the following is not the advantage of international trade?
a) Export of surplus production
b) Import of defense material



c) Dependence on foreign countries
d) Availability of cheap raw material
Trade between two countries takes place if cost ratios of goods are
a) Equal
b) Different
c) Higher
d) Lower
In Heckscher Ohlin theory it is assumed to be same across the
countries
a) Transportation cost
b) Technology
c) Labour
d) Capital
The first classical theory of international trade was given by
A) Keynes
B) Adam smith
C) Friedman
D) Heckscher — Ohlin

Opportunity cost is also called as
A) Transformation cost
B) Explicit cost
C) Direct cost
D) Indirect cost
Factor proportion theory is also known as
a) Comparative advantage theory
b) Lassiez faire theorem
c) Heckscher — Ohlin theorem
d) Product cycle model



According to Heckscher and Ohlin basic cause of international trade
is

a) Difference in factor endowments

b) Difference in markets

c) Differences in political system

d) Difference in ideology

Modern theory of international trade was presented by
a) David Ricardo
b) Adam smith
c) Heckscher- Ohlin
d) Keynes
Terms of trade refers to
a) Ratio of goods exported and imported
b) Ratio of import duties
c) Ratio of price of exports and imports
d) Ratio of export duties
Answer(c)
A nation is labor abundant if the ratio of capital to labour is
a) Greater than one
b) Less than one
c)Equal to zero
d)Negative
Answer (b)
Factor intensity is measured in terms of
a) Factor ratio
b) Absolute ratio
c) Cost ratio
d) Price ratio
Answer(a)
The theory of opportunity cost was presented by
a) Adam Smith
b) David Ricardo



c) G. Haberler
d) Hicks

Opportunity cost is the measurement of cost of reference
a) Alternative foregone
b) Current price
c) Past price
d) Future price
The shape of production possibility under increasing opportunity cost
is
a) Linear
b) Concave
c) Convex
d) Inverted

The shape of production possibility under decreasing opportunity
cost is

a) Linear
b) Concave
c)Convex
d)Inverted

The shape of production possibility under constant opportunity cost
is

a) Linear

b) Concave

c)Convex

d)Inverted

J.S Mill, Marshall , Edgeworth explained



a) law of comparative cost advantage
b) law of absolute cost advantage
c) opportunity cost
d) Reciprocal demand
The domestic cost ratio of producing two commodities in two
countries set the limit to the determination of
a) Terms of trade
b) Domestic trade
c) Internal trade
d) International trade
Leontief found
a) USA exported more of labor-intensive goods
b) USA imported more of labor-intensive goods
c) USA exported less of labor-intensive goods
d) USA exported more of capital-intensive goods

Stopler Samuelson theorem explains relationship between

a) Factor price & factor cost

b) Commodity price and income of factor owners
c) Labour and capital

d) Input and output

In case of monopolistic competition international trade leads to
a) Economies of scale
b) Dis economies of scale
c) Higher cost of production
d) Inputis equal to output

Under monopolistic competition When price is more than average
cost th new firms
a) Will leave market



b) Will enter market
c) Will follow leader
d) Will not be affected
Under monopolistic competition When price is more than average
cost the new firms
a) Will leave market
b) Will enter market
c)Will follow leader
d)Will not be affected

In monopolistic competition when size of market increases due to
international trade

a) The average cost of product increases

b) The price of product will increase

c) The average cost of product decrease

d) Cost remains same

Which of the following is not the advantage of intra industry trade
a) Benefit of large market
b) Variety of goods
c) Lower cost of production
d) Specialization
Which  of the following is not foreign direct investment?
a) A firm largely owned by foreigners
b) A firm largely owned by foreigners and factory located domestically
c) Cross border mergers
d) Domestically owned firms
Which of the following is incorrect about Multinational corporation?
a) Takes control of raw material
b) Avoids tariff
c) Change government
d) To pay lower taxes



In case of pre and post fabrication of global supply chain
a) More Value will be added
b) Less value will be added
c) Costincreases
d) Cost decreases

BPO stands for
a) Business process outsourcing
b) By process outsourcing
c) Between product outsourcing
d) Bale product out

GATT was established in the year
a) 1945
b) 1947
c) 1955
d) 1990
WTO WAS established IN THE YEAR
a) 1986
b) 1995
c) 1970
d) 1965
Full form of SAFTA IS
A) SOUTH ASIA FOREIGN TRADE AGREEMENT
B) SOUTH ASIA FREE TRADE AGREEMENT



C) SOUTH AMERICA FREE TRADE AGREEMENT
D) SOUTH ASIA FRAMEWORK TRADE AGREEMENT

Which of the following commitments has not been made by WTO
a) Reduction in tariffs
b) Increase in quantitative restriction
c) Increase in qualitative restriction
d) Trade related intellectual property rights
Protectionist policy
a) Encourages international specialization
b) Promotes global production
c) Helps prevent dumping
d) Reduce government intervention in trade

Countervailing tariffs specifically aims to
a) Gives preference to imports from customs union
b) Retaliate to tariff
c) Neutralize the effect of subsidies
d) Counter dumping by other countries

Which of the following is not a non-tariff barrier?
A) Voluntary export restriction
B) Local content requirement
C) Administrative barriers
D) Tariffs
Tariffs and quotas are imposed on imports to correct disequilibrium |
n BOP are
a) Direct measures
b) Indirect measures
c) Passive measures
d) Active measures
The tariff will
a) Increase the volume of trade



b) Reduce the volume of trade
c) Will decrease the price
d) Has no effect on volume of trade

SAARC WAS ESTABLISHED IN THE YEAR
a) 1975
b) 1980
c) 1985
d) 1990

Before WTO which organization was working
a) GATR
b) GATM
c) GMT
d) GATT

It is not the part of SAFTA

a) India
b) Bangladesh
c) Nepal
d) USA

GATS STAND FOR
a) General agreement on trade in services
b) Gap agreement on transaction services
c) Gap agreement on transfer services
d) General agreement on transfer services

A developing country, in general, exports_goods.

Capital
Intermediate
Primary
Processed

e T

According to Ricardo, Trade and Specialisation is not
advantageous if there is



cost difference
a) equal
b) inferior

c¢) absolute
d) relative

In__a central monetary authority that will determine monetary
policy forthe entire group.

A customs union

b) preferential trade agreement

c)common market
monetary union

Which of these is not the limitation of Ricardo’s comparative cost
theory?

a) One-sided theory b) Unrealistic assumption of perfect mobility of
factors

c) Restrictive model d) Cost cannot be compared

Which of these is limitation of Heckscher — Ohlin theory?
a) Higher Costs b) Separate theory of Trade

c) Over- simplification d) None of these

According to Heckscher — Ohlin theory, product price depends on _
a) Social Relations b) Political Relations

c) Factor Intensity d) None of these

Terms of trade expresses of the relationship between__.
a) Give and take b) Demand and supply

c) Export price and import price d) None of these

Offer Curve represent__demand.



a) Horizontal b) Reciprocal
c) Vertical d) None of these

GATs deal with trade in

a) services b) patents c) copyrightsd) trademarks

Commercial policy is also referred as.
a) Fiscal policy b) Monetary Policy

c) International trade policy d) Government Policy

Tariff is a tax on ---------
a) Only Imports b) Only Exports

c) Both on imports and exports  d) None of the above

International trade increases the welfare of

a) all participating countries

b) only exporting countries

c) only importing countries

d) only developed countries

Ricardian theory assumes that labour is within
the country.

A) homogeneous

b) heterogeneous
c) inefficient
d) inefficient

When supply of exports is elastic, a country will have
terms of trade.




favourable
unfavourable
different
income
Heckscher-Ohlin theory states that the relative factor prices in two
countries are determined by

differences in factor endowments
labour efficiency

technological developments
capital efficiency

is not an objective of commercial trade policy.

To determine the rate of interest

To preserve foreign exchange reserves

To protect domestic industries from foreign competition
To maintain favourable balance of payments

Which of the following is not a NTB?
Tariff

Voluntary export restrictions
Local content requirement

Administrative barriers

A free trade area is a trade bloc where

a) countries agree to reduce or eliminate tariff barriers on all goods
imported from other member nations
b) countries agree to reduce or eliminate tariff barriers on selected

goods imported from other member nations



c) countries agree to have a common unified tariff against non-

members

d) all barriers are eliminated to allow free movement of goods,

services, capital and labour

The was signed to create the EU in 1993.

Treaty of Maastricht
Treaty of Rome
Treaty of Lisbon
Treaty of London

ASEAN was formed in

1967
1945

1999
2000

WTO was set up on

1st January, 1995

1st June, 1985
31st July, 1995
1st January, 2000

Foreign direct investment is included in
of Bop.

a) Current account

b) Capital account

c¢) Direct account

d) Indirect account

account



Trade between two countries is called
Internal trade

Intra-Country trade

Intra-State Trade

International Trade

According to Classical economists, is the reason for a country to
specialise in the production of a

commodity

Internalisation

Cost differences

International Division of labour

Special Commodities

Ricardian theory has __ countriesand __
commodities

3,2

2,3

2,4



2,2

Modern Theory of International Trade is also called

a) Heckscher Theory b) Ohlin Theory
c) Ricardian Theory d)



Comparative Advantage theory is based on __ value
Cost theory

Productivity theory

Quality theory

labour theory

According to H-O theory, International trade is, but a
special case of ___ trade.

Inter-state

Intra state

Intra-Country

H-o Theory s based on __ value theory.
Partial

Semi-partial

General

Semi-General

Commodity Y is Capital intensive if

Ky /Ly =Kx/Lx

Ky /Ly < Kx /LX

Ky > Kx

If Commodity Y requires 2 units of capital and 2 units

of labour and commaodity X requires 1 unit of capital and 4 units of

labour then Y is

Labour intensive
Labour specific



Capital Specific

Factor intensity is measured in terms

Absolute Cost

Relative Cost

Frequency of capital
labour

Factor abundance can be explained using
Demand curve

Supply curve
Tangent
A nation is capital abundant if
PK1/PL1>PK2/PL2
PK1/PL1 = PK2/PL2
PK1 < PK2

Reciprocal demand is

Mutual supply



price of export and import
Investment

The developing Countries it is argued usually
Enjoy Favourable terms of trade

have better income terms of trade
have better bargaining power

According to J S Mill, equilibrium terms of trade is
determined by demand

Market

Aggregate

Effective

Marshall and Edgeworth introduced a geometrical device to explain
the gains from trade which is known

as

Indifference curve

Isoquant
Demand curve
The classical economist Adam Smith was a champion
of :
Protectionism

Trade Wars
Intra industry trade

Infant Industry Argument is justified for



Protecting old industries

For strengthening public sector
For allowing free trade

Economic integration means.
Application of tariffs

Banning the movement of goods and services
banning trade

Is the highest form of economic integration.
Preferential trading system
Free trade union
Customs union

The full form of ASEAN is .

Association of South East African Nations
Association of South Europe Allied Nations

Association of Southern, eastern European Nations

ASEAN was formed with the signing of :
European declaration
American declaration
Asian declaration



IS a type of tariff barriers.
Embargo

Product standard

Consular Formalities

—1is a type of non — tariff barriers.
Export duties

Import Duties
Specific Duties

Trade barriers are often called
Free trade

Trade wars
Economic integration

is the World’s largest single market area.

India
Pakistan
Srilanka

Restrictions on the use of foreign exchange by the
Central bank are called

Official transfers
Foreign exchange
reserves

LAF



TRIPs deals with .

Foreign investment
Foreign aid
Agriculture

TRIMS include measures to:

Remove quantitative restrictions

Treat Remove qualitative restrictions
foreign investment on par with domestic investment

TRIPS (trade-related aspects of intellectual property rights)
agreement is administered by

world bank

united nations organization

United nations conference



Which of the following categories of agricultural subsidies
are allowed under WTQO?

Blue box
Red box

Amber box

TRIMs deals with

Foreign aid

Services
Goods

GATSs deals with trade in .

Patent
Copyright

trademarks

Which of the following is NOT an assumption of Comparative
Cost Advantage Theory?
Perfect Competition



Perfect Mobility of labour within
countries
Homogeneous labour

Comparative Advantage is expressed in

Absolute Cost
Variable cost

Marginal Cost



