Lecture 10: Trade
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The main idea of mercantilist thought is:
A) Trade increases a nation’s wealth by accumulating gold </
B) Free trade maximizes benefits for all countries
C) Nations should specialize only in agricultural products
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According to absolute advantage theory, a country should:
A) Specialize in the good it produces most efficiently <7
B) Produce all goods equally
C) Import all goods to maintain trade balance
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Comparative advantage helps countries to:
A) Gain from trade even if they are more efficient in everything </
B) Outperform other countries in all products
C) Produce everything domestically to avoid imports
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If country A is better at producing both wheat and cars, but more efficient in cars,
it should produce:

A) Cars, while country B produces wheat &/
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B) Wheat only
C) Both in equal amounts
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Which of the following is a specific tariff example?
A) 100 EGP per kg of imported sugar &/

B) 10% of imported mobile value

C) A combination of 50 EGP + 5% of value
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Ad valorem tariffs are based on:
A) Value of the imported good <7
B) Import quantity only
C) Domestic production cost
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A compound tariff is:
A) A combination of specific and ad valorem tariffs </
B) Only a specific tariff
C) Only an ad valorem tariff

1) Caagd (Quota) sl 8
) sll (5 saail) LSl 3223A)
Lol sl 2 Uisy) 52 5B)
(sl e dflisa) (i) ja (a 5C)



Lecture 10: Trade

Quotas aim to:

A) Limit the maximum quantity of imports </
B) Automatically increase domestic production
C) Impose extra taxes on importers
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Non-tariff barriers include:
A) Quotas, export restraints, dumping </
B) Only tariffs
C) Taxes on local firms
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Dumping occurs when:
A) A foreign firm sells a good below cost &7
B) A country raises customs duties
C) A country restricts domestic exports
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Voluntary export restraints (VERS) are:
A) Agreements that limit exporting country’s exports with its consent </
B) Restrictions on imports only
C) Imposed by WTO
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Classical trade theory focuses on:
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A) Production efficiency and specialization among countries </
B) Gold accumulation only
C) Imposing quotas on local consumers
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Mercantilists opposed free trade and emphasized gold accumulation. <7
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Absolute advantage means a country produces a good more efficiently than
others. </
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Comparative advantage depends on opportunity cost, not absolute efficiency. </
K52 ) sioall Aalid) dad (e Ao e duiS i 88 Bodsall A4y yadll 4
A specific tariff is imposed as a percentage of the value of the imported good. X
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An ad valorem tariff is based only on the quantity of imports. X
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A compound tariff is a combination of specific and ad valorem tariffs. <7
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Quotas directly limit the quantity of imports. <7
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Voluntary export restraints are always forcibly imposed by the importing country.
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Dumping can drive domestic producers out of the market. <7
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International trade under comparative advantage benefits both parties. </
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A tariff can be used only to increase government revenue. X
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Absolute advantage makes countries produce all goods with the same efficiency to
avoid imports. X
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