International – Chap. 7 Practice Questions

1. Roughly half of the world’s lithium is mined in Australia.  Australian lithium production today is more than 10x greater than it was in 2004. Hypothetically, how would Dutch disease impact the Australian economy.
A. A greater reliance on primary products for economic growth
B. A lack of domestic production in high-end manufactured goods
C. Increased percentage of financial capital flows to mining firms
D. All of the above.

2. If Chile, one of the major copper producers in the world, were to dramatically increase its production of copper then it’s possible that ______.
A. a major price increase in copper, along with the increase in quantity, will dramatically increase Chile’s economy
B. increased copper production would drive a global construction boom because copper is an elastically demanded good.
C. a worsening in Chile’s CPF makes the average Chilean consumer worse off.
D. None of the above

3. Puerto Rico has a labor force participation rate that is roughly 20% below that of the rest of the United States. If Puerto Rico’s labor force were to quickly leap to the average U.S. value than, according to the Rybczinski theorem _____.
A. the increase in labor would lead to a reduction in wages
B. the increase in labor would create greater production of labor-intensive goods
C. the increase in labor would create greater imports of labor-intensive goods
D. None of the above

4. Being a small country, Guatemala likely experiences ______.
A. biased growth towards exports
B. biased growth towards imports
C. balanced growth
D. volatile import prices

5. Which of the following is NOT a benefit of open trade?
A. Increased likelihood of peace
B. Increased variety of goods
C. Increased likelihood of poor-quality imitated goods over time
D. Increased world total surplus 
