Practice Questions – Chapter 15
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1. Refer to Figure: North/South. If migration is permitted, then what is the quantity of migrants moving to the North?
A. Q2 – Q1
B. Q3 – Q2
C. Q3 – Q1
D. None of the above

2. Refer to Figure: North/South. If migration is permitted, what is the change in welfare to native North workers?
A. +A 
B. +A+B
C. -A
D. -A-B

3. Refer to Figure:North/South. If migration is permitted, then workers who remain in the South have a wage of ____ and migrants have a wage of _____.
A. W3: W3
B. W2: W3
C. W3: W4
D. W2: W4

4. Which of the following is NOT a benefit to engaging in foreign direct investment?
A. Ability to use transfer pricing to reduce tax liabilities
B. No chance of exchange rate volatility risk.
C. Opportunity to produce in a country with lower labor costs.
D. More autonomy and control of intellectual property


5. Which of the following is true about foreign direct investment?
A. FDI has grown faster than trade flows.
B. Free trade agreements incentivize foreign direct investment
C. FDI flows tend to be greater between countries with larger GDPs.
D. All of the above
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