International Economics


Test III





Multiple Choice:  Select the best alternative (22 points each)





Which of the following have signed a trade integration agreement with the U.S.?


Mexico


Canada


Japan


Britain





The term “trade creation” is used to describe:


an increase in the amount traded when economic integration occurs


the trade that takes place after a tariff is removed


substitution of a low cost producer for a high-cost producer following economic integration


the trade that takes place between the U.S. and Canada





Import tariffs hurt


consumers and income tax payers


all producers and importers


income tax payers and exporters


consumers and some exporters





When a common market results in reduced imports into the area


world welfare is reduced


world welfare is increased


world welfare may be either reduced or increased


world welfare is both reduced and increased





Which of the following remove barriers to movement of factors of production among countries


free trade area


customs union


common market


economic union


C and D





Which of the following best describes what Britain, France, Germany etc. in their trade integration scheme.


free trade area


customs union


common market


economic union





Which of the following best describes the trade integration arrangement the U.S. has signed in recent years.


free trade area


customs union


common market


economic union





The most favored nation principle


is a principle followed by countries that sign trade integration agreements


essentially means that a country should lower tariffs to its political allies


allows a nation to lower tariffs to just one country, its most favored nation


All of the above


none of the above





Consumer surplus is


the gain that a country gets from setting up tariffs


the difference between the price a consumer is willing to pay and the price the consumer must pay for a product


the difference between cost of production and market price


the surplus product that a country has available for export





The Generalized System of Preferences is


a system employed by developed countries in which they charge lower tariffs on products from developing  countries


consumer surplus in trade


a system of subsidies given to some of Japans exports by its government


the list of tariffs that a country would like to have removed from trading partner’s tariff structures





Who pays the tariff bill?


those who buy imports with a tariff on them


exporting nation producers when there exists a tariff 


A and B  for the large country


B for the small country


none of the above





The “optimal tariff” discussed in the book 


is a tariff that is selective among countries—it applies to some and not to others


is zero—that is the point


is the tariff that raises the welfare of a tariff-imposing country by the greatest amount relative to free trade welfare levels


is the tariff that is countervailing to a subsidy





Studies show that tariffs


cost more to consumers in expenditures than the value of the jobs they may protect


usually don’t preserve an industry for a nation : once an industry finds it difficult to compete it is difficult to keep it


on raw materials may reduce exports


all of the above





Which of the following worsened the Great Depression


tariff of abominations


Smoot-Hawley tariff


Underwood tariff


Trade Expansion Act





GATT


is an agreement among Canada, Mexico and the U.S.


refers to the European Common Market


is an organization among countries concerning Balance of Payments


none of the above





The Trade Adjustment Act 


provided assistance to producers and workers harmed by  tariff removal


helped nations gradually eliminate tariffs through multilateral negotiations


basic purpose was to give a way out to companies through peril points


none of the above





A tariff is


a tax on an import or export


a numerical limit on imports


an agreement among importing nations to remove taxes on imports


a fee paid at customs to support the cost of surveillance for drugs


none of the above 





Tariff levels in the United States are


over 60 percent


over 30 percent


over 20 percent


less than 10 percent





Which of the following are true?


new industries in a country may not immediately be able to compete in world markets


tariffs may help a new industry


tariff protecting new industries are almost always detrimental to a country


all are true





Do you want two points


yes


no	�


Essay:  Do three of the following four (USE GRAPHS)





Explain why subsidies are superior to tariffs.





Explain why tariffs may seem to be advantageous to a large country but why they are not.





What is the significance of a negative effective rate of protection.  What does this suggest concerning the tariff structure of a country.





25.  Suggest three arguments for tariffs that although valid can better be achieved with subsidies.


