Chapter 16

Sample Quiz
I. Multiple Choice
1. That we can enjoy more goods and services when each country specializes in the production of what it does best is the principle of
a. increasing opportunity cost.
b. comparative advantage.
c. aggregate demand.
d. diminishing returns.
e. specialization.
2. An economy that trades with other countries has which kind of economy?
a. Import
b. Export
c. Closed 
d. Open
e. Trade
3. A situation in which a country is economically self-sufficient is called
a. oligarchy.
b. autarky.
c. isolation.
d. independence.
e. free trade.
4. The price at which a good or service is traded on international markets is called the
a. equilibrium price.
b. international price.
c. global price.
d. aggregate price.
e. world price.
5. Which of the following groups "wins" from trade?
a. consumers of imported goods.
b. consumers of exported goods.
c. producers of imported goods.
d. workers.
e. investors.
6. Which of the following groups loses from trade?
a. consumers of imported goods.
b. producers of exported goods.
c. producers of imported goods.
d. workers.
e. investors.
7. A legal limit on the quantity of a good that may be imported is called a
a. tariff.
b. quota.
c. tax.
d. restriction.
e. Protection.
8. When exports exceed imports, a country is experiencing a trade
a. surplus.
b. deficit.
c. balance.
d. glut.
e. war
9. The view that trade is injurious and should be restricted is called
a. protectionism.
b. isolationism.
c. autarky.
d. the globalization argument.
e. anti-tradeism.
10. France has a comparative advantage in producing fine wines dues to
a. its climate.
b. experience in the industry.
c. its geography.
d. its land resources.
e. all of the above.
II. Problems/Short Answer
1. A fictitious country "Alpha" requires 10 hours of work to produce a barrel of wine and 2 hours of work to produce a bushel of corn.  The economy has 10 workers who can work 10 hours per day.
a. Draw the PPC for daily output of Alpha.  Give the numerical value of the intercepts.
b. Alpha is considering opening up trade with a nearby country "Beta."  Beta requires 5 hours of work to produce a barrel of wine and 10 hours of work to produce a bushel of corn.  Using your graph from part a, show how trade with Beta affects Alpha's consumption possibilities.
2. If a fictitious country "Alpha" begins trading with its neighbor Delta, determine whether each of the following groups will "win" or "lose."
a. Consumers in Alpha who buy agricultural products from Delta.
b. Consumers in Alpha who buy textiles made in Alpha that are now exported to Delta.
c. Producers in Alpha who sell textiles to Delta.
Producers in Alpha who compete with agricultural products imported from Delta.

