International – Chap. 4 Practice Questions

Figure: UK and EU
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1. Refer to Figure: UK and EU. Under free trade, what is the world price of wool (in terms of oranges)?
A. 8
B. 7
C. 6
D. 5

2. Refer to Figure: UK and EU. Under free trade, how many oranges will the UK produce?
A. 70
B. 124
C. 144
D. 150

3. Refer to Figure: UK and EU. Under free trade, how many oranges will the UK import from the EU?
A. 60
B. 124
C. 224
D. None of the above

4. Under the Heckscher-Ohlin theory, which of the following is true?
A. Countries will import the good they are most inefficient at producing.
B. If a country has a relatively large skilled labor force then they’ll probably export goods and services that require a lot of skilled labor.
C. Because goods and services require different inputs, and because countries have different quantities of inputs, every country will have something to export under free trade.
D. All of the above

5. A consumption possibility frontier ________.
A. shows the available levels of production under free trade
B. has a slope equal to the terms-of-trade
C. is typically a curved line similar to an indifference curve
D. None of the above
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