International – Chap. 6 Practice Questions

1. Suppose the United States were to fully open up trade with Cuba. We would expect ____ because of _______.
A. the U.S. to become Cuba’s largest trade partner; intra-industry trade
B. Cuba to become the U.S. largest trade partner; intra-industry trade
C. the U.S. to become Cuba’s largest trade partner; the gravity model
D. Cuba to become the U.S. largest trade partner; the gravity model

2. Suppose that Poland adopts the Euro as its currency we would expect ______.
A. increased trade flows between Poland and the existing Eurozone.
B. increased investment flows between Poland and the existing Eurozone.
C. increased migration between Poland and the existing Eurozone.
D. All of the above

3. The gravity model of trade would expect greater trade flows when countries are _____.
A. smaller in economic size
B. farther apart
C. more corrupt
D. former colonies to the same mother country

4. The Heckscher-Ohlin model often fails to adequately predict the trade flows of _____. This is because of _______.
A. petroleum; external economies of scale 
B. artwork; different preferences and product differentiation
C. high-end technological capital equipment; seasonal differences
D. None of the above

5. Suppose that Mexico exports $400 billion in automobiles and imports $300 billion in automobiles. The Intra-Industry trade index for Mexican automobiles would rise if ______.
A. Mexico exported $50 billion more automobiles
B. Mexico exported $250 billion less automobiles
C. Mexico imported $50 billion more automobiles
D. Mexico imported $250 billion less automobiles
