Chapter 14 – Practice Questions
1. Which of the following is NOT a common development problem in lesser developed countries?
A. reliance on low value-added primary products
B. poor infrastructure in road and rail networks
C. low labor mobility
D. overly indebted households

2. Which of the following is a rationale given for increasing prices over time of primary products?
A. Engel’s Law
B. Synthetic substitutes
C. Nature’s limits
D. None of the above

3. Which of the following is NOT a common strategy for development in lesser developed countries?
A. Restricting imports in specific industries to enable domestic firms to grow
B. Encouraging growth in primary products that are already exported
C. Subsidizing export-oriented industries
D. None of the above

4. Which of the following is NOT a reason that cartels tend to experience limited pricing power over time?
A. Some cartel members may cheat on their production limits
B. Increasing market share of cartel members relative to non-cartel members
C. Decreasing demand as buyers reduce their consumption
D. Additional suppliers and substitute goods

5. Which of the following is true?
A. Import-substitution strategies tend to be successful development strategies.
B. Export-oriented strategies create greater tariff barriers.
C. Import-substitution strategies aren’t particularly good at raising tax revenue.
D. Export-oriented strategies seek gains in productivity.
