Chapter 8 Practice Questions
1. Which good would likely have the highest tariff rates if a country was making use of an escalation strategy?
A. electrical wiring
B. woven cloth
C. airplanes
D. cold-rolled steel

2. Which of the following is true about a country that imposes a tariff?
A. Consumer surplus rises and producer surplus rises.
B. Consumer surplus rises and producer surplus falls.
C. Consumer surplus falls and producer surplus rises.
D. Consumer surplus falls and producer surplus falls.

FIGURE: Exporting Country Faces Tariff
Note: P6 represents the world price under free trade while P5 represents the domestic price in the exporting country after a large importing country has imposed a tariff.
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3. Refer to Figure: Exporting Country Faces Tariff. What is consumer surplus after the tariff has been imposed?
A. J
B. J + K + N
C. L + M
D. None of the above

4. Refer to Figure: Exporting Country Faces Tariff. What is loss in total surplus to the exporting country after the tariff has been imposed
A. J
B. J + K + N
C. L + M
D. None of the above

5. Which of the following is true?
A. When tax evasion is high, many countries find it easier to tax imported goods rather than income, corporate income and sales taxes.
B. Larger countries are more likely to benefit from a tariff.
C. Nationally optimal tariff rates would likely have greater tax rates for goods that are elastically demanded domestically.
D. All of the above
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