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9 . 1 Theories of International Trade

1. Important Theories of International Trade
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1.1 Introduction

1. Which theory suggests that a country should specialize in producing
goods in which it has an absolute advantage?
{a) Comparative Advantage Theory
{b) Mercantilism Theory
{c) Absolute Advantage Theory
{d} Factor Proportions Theory
2. According to the Comparative Advantage Theory, trade between two
countries can be beneficial if:
(a} Both countries have the same resources and technology.
(b} Both countties have a balanced trade.
{c) One country has an absolute advantage in all goods.
(d) Each country specializes in producing goods in which it has a lower
opportunity cost.
3. The theory that emphasizes the role of factor endowments as the basis
for trade is known as:
(a) Absolute Advantage Theory
(b} Heckscher-Ohlin Theory
o (¢) New Trade Theory
(d} Porter's Diamond Model
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655 Chapter-2 Unit-1: Theories of International Trade

4.

Which theory of international trade explains trade patterns based on

economies of scale and product differentiation?

(a) Comparative Advantage Theory

(b) Mercantilism Theory

(c) New Trade Theory

(d) Absolute Advantage Theory

The theory that states a country should protect its domestic industries in

order 1o build national wealth and power is called:

(a) Absolute Advantage Theory

(b) Mercantilism Theory

{¢) Comparative Advaniage Theory

{d) Factor Proportions Theory

Which theory suggests that a country should specialize in producing

goods and services in which it has an absolute advantage?

{a} Mercantilism

(b) Comparative advantage

(c} Absolute advantage

(dy Factor proportion theory

The theory of comparative advantage was developed by:

(a) David Ricardo (b) Adam Smith

{c) John Maynard Keynes (d) Karl Marx

According to the theory of comparative advantage, a country should

specialize in producing goods and services in which it has a comparative

advantage, which means:

(a) It can produce more units of the good with the same amount of
resources compared to another country

(b) It can produce the good using fewer resources compared to another
country

{¢) 1t has a higher income level than another country

(d) It has a larger population than another country

The Heckscher-Ohlin theory suggests that international trade occurs due

to differences in:

{a) Government policies and regulations

{b} Technclogical advancements

(c) Factor endowments (such as labor and capital}

(d) Exchange rates
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10. According to the new trade theory, what is the role of economies of scale

in international trade?

(a) Economies of scale have no impact on international trade.

{b) Countries with large economies of scale have a comparative
advantage in all industries.

(c} Economies of scale allow firms to reduce production costs and gain
a competitive advantage in international markets.

(d) Small economies are at a disadvantage in international trade due to
the lack of economies of scale.

1.2 Important Theories of International Trade

1.

The theory that suggests that a country should specialize in producing

and exporting gooeds in which it has a comparative advantage, and

import goods in which it has a comparative disadvantage, is known as:

(a) The Mercantilist Theory

(b) The Theary of Absolute Advantage

(c) The Theary of Comparative Advantage

{d) The Heckscher-Ohlin Theory

According to the Theory of Absolute Advantage, trade between two

countries can be mutually beneficial if;

{a} Both countries have the same level of productivity.

{b} One country can produce all goods at a lower cost than the other.

{c) Both countries have the same resources and technology.

{d} Both countries impose high tariffs on imports.

The Heckscher-Ohlin Theory of International Trade emphasizes that

trade is influenced by differences in:

(a) Absolute advantage between countries.

(b} Comparative advantage between countries.

{¢) Factor endowments between countries.

{d) Monetary policies between countries.

The Mercantilist Theory of International Trade advocates that a country

should:

(a) Encourage imports to promote domestic industries.

(b) Export more than it imports to accumulate wealth in the form of
precious metals.
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10.

{c) Adopt a policy of free trade to promote global cooperation.

{d) Reduce tariffs and barriers to trade.

According to the Product Life Cycle Theory of International Trade, in

which stage of a product's life cycle is a country likely to export it?

(@) Introduction stage

(b) Growth stage

{c) Maturity stage

{d} Decline stage

The theory that suggests countries should specialize in producing goods

and services in which they have a comparative advantage is known as:

(a) Absolute advantage theory

(b) Mercantilism

(c) Comparative advantage theory

(d} Factor proportion theory

The principle of comparative advantage was first proposed by:

{a}) Adam Smith

{b} David Ricardo

{c} John Maynard Keynes

(dy Karl Marx

According to the theory of absolute advantage, a country should

specialize in producing goods in which it can:

(a) Produce the most units of a good with the same amount of
resources

(b) Produce the highest-quality goods

(c¢) Produce goods that are in high demand internaticnally

‘(d) Produce goeds that have the highest market value

The Heckscher-Ohlin theory suggests that international trade occurs due
to differences in:

{a} Technology and innovation

{b) Government policies and regulations

{c} Factor endowments (such as labor and capital)
(dy Cultural preferences for certain products

The new trade theory emphasizes the role of
international trade patterns.
{a) Factor endowments

{c) Comparative advantage

in explaining

(b) Economies of scale
(d) Tariffs and trade barriers
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1.2.1 The Mercantilists’ View of International Trade

1.

The Mercantilists' view of international trade primarily focused on:

(a) Promoting free trade and unrestricted movement of goods.

(b) Accumulating precious metals and maintaining a favorable balance
of irade.

{(c) Achieving absolute advantage in the production of all goods.

(d} Reducing tariffs and trade barriers between nations.

According to the Mercantilists, the best way for a country to increase its

wealth was to:

{a) Encourage imports to meet domestic demand.

(b) Maintain a balanced trade with other nations.

(c) Export more geods than it imported.

(d) Focus on domestic production and self-sufficiency.

Mercantilists believed that colonies were essential for a country's

economic success because:

{a) Colonies provided cheap laber for domestic industries.

{b} Colonies were a source of raw materialsand srarksts for finished
goods.

{c) Colonies ensured a steady supply of precious metals for the mother
country.

{d) Colonies contributed to the development of free trade principles.

One of the main criticisms of the Mercantilist view of international trade

was that it:

(a) Promoted economic cooperation and mutual benefits among
nations.

(b) Encouraged countries to focus on producing goods with comparative
advantage.

(c) Ledtoexcessive competition and conflicts over trade and resources.

(d) Ignored the importance of accumulating precious metals in trade.

Mercantilism was the dominant economic philosophy during which

historical period?

{a} The 18™ century

(b} The 19™ century

{c) The 17" century

{d} 161018 century
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6.

10.

The Mercantilists believed that the wealth and power of a nation were
primarily determined by:

(a) The level of technology and innovation

(b) The size of its population

(c¢) The amount of gold and silver it possessed

(d) The extent of its agricultural resources

According to Mercantilists, a favorable balance of trade can be achieved
by:

(a) Exporting more goods than importing

(b) Importing more goods than exporting

(c) Maintaining an equal value of exports and imports

(d) Eliminating trade with other nations

Mercantilists believed that a country should:

(a) Encourage iree trade with other nations

(b) Focus on preducing goods with the highest domestic demand

(c) Accumulate as much gold and silver as possible through trade

(d) Import more than it exports to stimulate economic growth

Which of the following was a policy measure commonly advocated by
Mercantilists to promote exports and discourage imports?

(a) Imposing tariffs and import restrictions

(b) Eliminating all taxes and tariffs on trade

(¢} Encouraging foreign investment in domestic industries

{d) Signing free trade agreements with other nations

The Mercantilists' view of international trade dominated economic
thinking during which historical period?

(a} The late 20th century

(b} The Renaissance and the early modern period

{c) The Industrial Revolution

{(d} The post-World War |l era
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1.2.2 The Theory of Absolute Advantage

1.

The Theory of Absolute Advantage, proposed by Adam Smith, states

that a country has an absolute advantage in the production of a good

when:

(a) It can produce that good at a lower opportunity cost compared to
other countries.

(b} 1t can produce that good using fewer resources compared to other
countries.

(¢) It can produce that good using the latest technology and machinery.

{d) It can produce that good and export it without any restrictions.

The Theory of Absolute Advaniage suggests that countries should

specialize in producing goods in which they have an absolute advantage

and then engage in international trade to:

{a) Reduce competition in the domestic market.

(b) Protect domestic industries from foreign competition.

{c) Maximize overall efficiency and welfare.

(d) Decrease the employment rate in the country.

Which of the following is an essential assumption of the Theory of

Absolute Advantage?

(a) Constant opportunity cost of production.

(b) The availability of perfect competition in the markets.

(c) ldentical resources and technologies across all countries.

(d) The absence of trade barriers and restrictions.

The Theory of Absolute Advantage highlights that international trade can

lead to mutual benefits for countries because:;

(a) Each country has a comparative advantage and fower opportunity
cost.

(b) Each country can import goods that it canncot produce efficiently.

(c}) Each country can export goods that it produces at a higher
opportunity cost.

(d) Each country can accumulate vast amounts of wealth through trade.

The Theory of Absolute Advantage laid the foundation for understanding

the gains from international trade and served as a basis for:

{a) The development of the Theory of Comparative Advantage.

{b) The imposition of trade barriers and tariffs.

(c) The establishment of international trade organizations.

(d) The promotion of self-sufficiency and autarky.
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6.

10.

The theory of absolute advantage was first introduced by:

{a) Adam Smith {b) David Ricardo

{¢) John Maynard Keynes (d} Karl Marx _

According to the theory of absolute advantage, a country should

specialize in producing goods or services in which it can:

(a) Produce the most units of a good with the same amount of
resources

(b) Produce the highest-quality goods or services

(c) Produce goods or services that have the highest market demand

(d) Produce goods or services with the highest profit margins

The theory of absolute advantage suggests that international trade is

beneficial because it allows countries to:

(a) Import goods and services they cannot produce domestically

(b) Eliminate competition in the global market

(c) Increase government revenue through tariffs and trade barriers

(d) Reduce their dependence on foreign resources

According to Adam Smith's absolute advantage theory, trade between

two countries can lead to mutual gains as long as:

(a) One country has an absolute advantage in all goods and services

(b) Both countries have an absolute advantage in the same goods and
services

{c) Each country has an absolute advantage in different goods and
services

(d) Both countries have an equal level of economic development

The theory of absolute advantage is based on the idea that countries

should engage in trade to:

(a) Maximize government revenue

(b) Achieve a favorable balance of trade

(c) Promote self-sufficiency and economic isolation

(d) Benefit irom specialization and exchange of goods and services

1.2.3 The Theory of Comparative Advantage

The Theory of Comparative Advantage, developed by David Ricardo,
suggests that countries should specialize in producing goods in which
they have a comparative advantage. What does “comparative
advantage" mean in this context?
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{a) The ability to produce a good at a lower opportunity cost than
another country.

(b} The abiiity to produce a good using fewer resources than another
country.

(c) The ability to produce a good at the same cost as another country.

(d) The ability to produce a good more efficiently than another country.

According to the Theory of Comparative Advantage, when countries

specialize in producing goods based on their comparative advantages

and then trade with each other:

(a) Only one country will benefit, while the other will lose from trade.

(b) Both countries will benefit from trade due to efficiency gains.

(c) Both countries will experience a decrease in overall production.

(d) The terms of trade will always favor one country over the other.

The Theory of Comparative Advantage is based on the concept of:

(a) Economies of scale in production.

(b) Factor endowments and resource availability.

(c) Opportunity cost and trade-offs.

(d) Comparative cost differences between countries.

The Theory of Comparative Advantage suggests that even if one country

is more efficient in producing all goods compared to another country,

both countries can still benefit from trade if they:

(a) Engage in barter trade instead of monetary transactions.

(b) Implement strict trade barriers and tariffs.

(c) Exchange goods based on their relative efficiency.

(d) Sign free trade agreements with each other.

The Theory of Comparative Advantage is associated with the work of

which economist?

(a) Adam Smith

{b} John Maynard Keynes

(c) David Ricardo

(d) Paul Samuelson

The theory of comparative advantage was formulated by:

(@) Adam Smith (b) David Ricardo

(c) John Maynard Keynes (d) Karl Marx

According to the theory of comparative advantage, a country should

specialize in producing goods or services in which it has a comparative

advantage, which means:
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10.

(a) It can produce more units of the good with the same amount of
resources compared to another country

(b) Itcan produce the good using fewer resources compared to another
country

{c) It has a higher income level than another country

(d) It has a larger population than another country

The theory of comparative advantage suggests that international trade

is beneficial because it allows countries to:

{a) Eliminate competition in the global market

(b} Increase government revenue through tariffs and trade barriers

(c) Import goods and services they cannot produce efficiently

{d) Reduce their dependence on foreign resources

According to the theory of comparative advantage, trade between two

countries can lead to mutual gains as long as:

(a) One country has a comparative advantage in all goods and services

(b} Both countries have a comparative advantage in the same goods
and services

(c} Each country has a comparative advantage in different goods and
services

(d) Both countries have an equal level of economic development

The theory of comparative advantage is based on the idea that countries

should engage in trade to:

(a) Maximize govermnment revenue

{b} Achieve a favorable balance of trade

{c) Promote self-sufficiency and economic isolation

(d) Benefit from specialization and exchange of goods and services

1.2.4 The Heckscher-Ohlin Theory of Trade

1

The Heckscher-Ohlin Theory of Trade suggests thata country will export
the good that uses its abundant factor of production more intensively
because:

{a} The country wants to promote domestic industries.

(b) Itwants to reduce its dependence on imporis.
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(c) The abundant factor of production is relatively cheaper.

{d) The abundant factor of production is scarce.

According to the Heckscher-Ohlin Theory, trade occurs between
countries that have differences in their:

{a) Absolute advantage in production.

(b) Size of population.

{c} Factor endowments, such as labor and capital.

{d} Industrialization levels.

The Heckscher-Ohlin Theory predicts that a country with a relatively
large endowment of skilled labor is likely to export:

(a) Capital-intensive goods. (b) Labor-intensive goods.
(c) Natural resources. (d) Services.

The Heckscher-Ohlin Theory of Trade assumes that factors of
production are:

{a} Mobile and can move freely between countries.

(b) Immobile and cannot move between countries.

(c) Equally distributed among all countries.

(d) Constantly changing due to technological advancements.

The Heckscher-Ohlin Theory of Trade is also known as the theory of;
(a) Absolute Advantage

{b} Comparative Advantage

(c) Factor Proportions

(d) International Product Life Cycle

The Heckscher-Ohlin theory of trade suggests that international trade
occurs due to differences in:

(a) Technology and innovation

(b) Government policies and regulations

(c) Factor endowments (such as labor and capital)

(d) Cultural preferences for certain products

According to the Heckscher-Ohlin theory, a country will export goodsthat
use relatively:

(a) Abundant factors of production

{b) Scarce factors of production

{c) Expensive factors of production

(d) Labor-intensive factors of production
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8.

10.

The Heckscher-Ohlin theory predicts that a labor-abundant country will
export goods that are:

(a) Labor-intensive

{b) Capital-intensive

{c) High-tech and innovative

(d) Raw materials and commodities '

The Heckscher-Ohlin theory suggests that international trade can lead
to:

(a) Income equality between countries

(b) Factor price equalization

(c) A decrease in factor mobility

(d) Increased trade barriers and protectionism

The Heckscher-Ohlin theory assumes that factors of production are:
(a) Immobile between industries within a country

(b) Perfectly mobile between industries within a country

(c) Mobile belween countries but immobile within a country

(d) Immobile between countries and industries

1.2.5 Globalization and New International Trade Theory

1.

2.

Globalization is characterized by: .

(a) The increased integration and interdependence of economies and
cultures worldwide.

(b) A focus on promoting self-sufficiency and domestic industries.

(c) A decrease in international trade and cross-border transactions.

(d) A shift towards protectionist trade policies.

The New International Trade Theory emphasizes the role of:

{a) Factor endowments and comparative advantage.

(b) Economies of scale and product differentiation.

{c) Changes in consumer preferences and fastes.

(d) Tariffs and trade barriers.

Globalization has led to an increase in international trade due to:

(a) Reduced barriers to trade and investment.

(b) A decline in the importance of multinational corporations.

(c) A decrease in cross-border communication and technology.

(d) Anincrease in self-sufficiency and closed economies.
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The New International Trade Theory suggests that in certain industries
with significant economies of scale, the world market can support:

(a) Only a limited number of firms.

(b) A large number of small firms.

(¢) Only domestic firms and not foreign firms.

{d) A single monopolistic firm.

Globalization has led to increased cross-border movement of:

{a) Labor and capital.

(b) Trade barriers and restrictions.

(¢) Domestic industries and subsidies.

(d) Agricultural products and raw materials.

Globalization refers to the:

{a) Isolation of countries from the global economy
(b) Integration and interdependence of countries in the global economy
(c) Adoption of protectionist trade policies
(d) Establishment of regional trade blocs
The new international trade theory emphasizes the role of
in explaining trade patierns and advantages:

{a) Comparative advantage
(b) Factor endowments
{c) Economies of scale and product differentiation
(d) Tariffs and trade barriers -

According to the new trade theory, firms that produce unique products
with advanced technology and innovation can gain a competitive
advantage due to:

{a) Comparative advantage
{b) Lower production costs
(c) Economies of scale and first-mover advantage
{d} Government subsidies
The new international trade theory suggests that free trade can lead to:
(a) Decreased competition and monopolistic hehavior
{b) Inefficiency in resource allocation
(c) Stagnation of economic growth
(d) Increased global prosperity through specialization and economies

of scale
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10. Which of the following is a potential drawback of globalization in terms 1.2.3 The Theory of Comparative Advantage
of income distribution?
{a} Increased income inequality between countries QLNoa B T ) : 2 - b1l 18 9. .10
{(b) Decreased income inequality within countries Answer | (@) [ (D) [ (c} [ () | | B | B | (0 | (© | (&)
(c) A shiftin manufacturing jobs from developed to developing countries
(d) The equal distribution of wealth among all countries 1.2.4 The Heckscher-Ohlin Theory of Trade
Q.No. 1 2 3 4 5 6 7 8 9 | 10
ANSWER
Answer | (c) | () | (b) [ (b) [ () [(c) | {a) | (a) | (b} | (BO
1.1 Introduction 1.2.5 Giobalization and New International Trade Theory
Q.No. 1 2 3 4 5 6 7 8 8 |10
Q.No. 1 2 3 4 5 6 7 8 9 10
Answer | (a) | (b) | (a) [ (@ | (@ | () | © | (c} | (@) | (a)
Answer | (¢) | (d) | (b) | (c) [ () [(© | (& | () | (0 | (c
1.2 Important Theories of International Trade PAST YEAR QUESTIONS AND ANSWERS
Q.No. 1 2 3 4 5 6 7 8 9 | 10
Answer | () | () [(© [ () [®) [ © | ) [ @ | © | b 2024 - JUNE
1.2.1 The Mercantilists’ View of International Trade
a.No. 1 2 3 4 5 6 7 8 9 10 (1] Theory of comparative cost advantage is in nature and
= it takes into account of factor price difference.
Answer | (b) [ (¢) | () | (e} | (@) | (c} | @) | (© | (& | (b) (a) Positive, does (b) Normative, does not
(c} Positive, does not (d) Normative, does (1 mark)
Answer:

1.2.2 The Theory of Absolute Advantage
Q.No. 1 2 3 4 5 6 7 8 9 10

Answer | (a) | (c} | (b) | (B) | (@) | (& | (&) | (@) | (c} | (c)

{(b) Theory of comparative advantage is normative as it proves gains

from international trade. It will not consider price differences.
[2] Mercantilism means:
{a) Aggressive exports over imports to accumulate wealth
(b) Comparative advantage
(c) Absolute cost advantage

{(d) Factor endowment {1 mark)
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Answer:
(a) Mercantilism promotes increase in exports and decrease in
imports.

2024 - SEPTEMBER

[

What does the principle of Absolute Advantage refer to?

(a) The ability o produce a greater quantity of a goods using the same
amount of resources as competitors

(b) The ability to produce a greater quantity of a goods using fewer
resources

(c) The ability to produce a lesser quantity of a goods using the same
amount of resources as competitors

(d) The ability to produce a greater variety of goods than competitors

{1 mark)

Answer:

{b) The ability to produce a greater quantity of a goods using fewer
resources The principle of Absolute Advantage, introduced by
Adam Smith, refers to a country’s or entity’s ability to produce a
good more efficiently (i.e., with fewer resources) than competitors.

2025 - JANUARY

1]

Factor Endowment Theory of trade is also known as
{a) Baumol and Tobin theory

(b) Adam Smith, Absolute Cost Advantage theory
{c) Heckscher—Ohlin theory

(d) Factor Price Equalisation theory

(1 mark)
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Answer;
(¢) Heckscher-Ohlin theory .

The Factor Endowment Theory of trade is also known as the

Heckscher-Ohlin theory. This theory explains that countries export

goods that utilize their abundant factors of production and import

goods that utilize their scarce factors.

Explanation:

« (A) Baumol and Tobin theory: This refers to the
Baumol-Tobin model, which explains the demand for
money in the context of transaction costs and the
opportunity cost of holding money.

Adam Smith, Absolute Cost Advantage theory: This
theory, proposed by Adam Smith, suggests that a
country should specialize in producing goods where it
has an absolute advantage in production.
Heckscher-Ohlin theory: This is correct. The Factor
Endowment Theory is also known as the Heckscher-
Ohlin theory.

Factor Price Equalisation theory: This theory suggests
that free trade will lead to the equalization of factor
prices (wages and returns to capital} across countries.
Therefore, the correct answer is: (C) Heckscher-Ohlin
theory.

+ (B)

« (C)

L] (D

[2] The theory of Comparative Advantage in International Trade was

presented by:

(a) Adam Smith

{b) David Ricardo

(c) John Maynard Keynes

{(d) Milton Friedman

Answer:

{b) David Ricardo
Explanation:
The theory of Comparative Advantage in international frade was
presented by David Ricardo. In 1817, Ricardo introduced this

{1 mark)
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concept in his work “On the Principles of Political Economy and
Taxation,” explaining how countries benefit from specializing in
producing goods for which they have a comparative advantage and
engaging in trade.

Therefore, the correct answer is: (B) David Ricardo.

2025 - MAY

[1]

In the Theory of Comparative Costs, which of the following statements
are true ?

| Itis based on money cost which is more realistic

Il. Itis Positive in Nature

lll. Itis Normative in nature

IV. Do not take into account the factor price differences

(a) |and Il are correct (b) Il and IV are correct

(c} lland IV are correct (d) land IV are correct (1 mark)
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Core

Concepts

Define international trade and its rofe in economic development.
Explain the key theories of international trade:

Mercantilism: Focus on trade surplus and wealth accumulation.
Absolute Advantage (Adam Smith): Specialization in goods with
lower production costs.

Comparative Advantage (David Ricardo): Specialization in goods
with lower opportunity costs.

Heckscher-Ohiin Theory: Trade based on factor endowments (labor
and capital),

Discuss the significance of trade theories in understanding global
trade patterns.

Highlight the differences between classical and modem trade
theories.

Motivational Thoughts

“Trade isn't just an exchange of goods: it's an exchange of
opportunities and prosperity."

"Every nation has something to offer; understanding trade theories
shows us why.,"

“Theories of trade explain why cooperation leads to mutual gains."
"Specialization and trade are the keys to unlocking global potential."
“Global trade proves that no economy grows in isolation.”
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3.

Which of the following is an example of a non-taiiff barrier to trade?
(a) Import quotas.

{b} Export subsidies.

{c) Free trade agreements.

(d) Preferential trade arrangements.

An export subsidy is an instrument of trade policy that:

{(a) Reduces the cost of imported goods for consumers,

(b) Provides financial incentives to domestic producers for exporting.
{(c) Limits the quantity of goods that can be exported.

(d) Reduces taxes on imported goods to promaote exports.

Which of the following trade policy instruments is aimed at promoting
free trade and reducing barriers to international commerce?

{(a) Export subsidies.

(b) Import quotas.

(¢) Preferential trade agreements.

{d) Dumping duties.

Trade policy refers to the government's strategies and actions aimed
at:

(a) Promoting domestic production and exports

{b) Encouraging foreign direct investment

(c) Reducing unemployment rates

(d) Regulating the stock market

The main objectives of trade policy include:

(a) Stabilizing foreign exchange rates

(b) Controlling inflation and interest rates

(c) Protecting domestic industries and promoting international trade

{d) Enforcing copyright laws for intellectual property protection

Trade palicy instruments can be classified into two broad categories:
(a) Fiscal policy and monetary policy

(v) Exchange rate policies and fiscal policies

{c) Trade liberalization and trade protection measures

{d) Government expenditure and taxation policies

Which trade policy approach aims to reduce or eliminate trade barriers
and restrictions to promote free and open international frade?

10,

AR CA Foundation Paper-4 676

a) Trade liberalization

b) Import quotas

¢) Export subsidies

d) Dumping

The imposition of tariffs, import quotas, and export subsidies are
examples of:

() Trade liberalization measures

(b) Free trade agreements

(c) Trade protection measures

(d) Monetary policies

—— — —

1.2 Tariffs

il

2.

3.

What are tariffs in the context of trade policy?

(a) Subsidies provided to domestic industries for exports.

(b) Restrictions on the import of certain goods to protect domestic
industries.

(c) Trade agreements between countries to promote free trade.

(d) Financial incentives offered to foreign companies to invest in the
domestic market.

The main objective of implementing tariffs is to:

{a) Encourage free trade and promote global economic integration.

{b) Increase government revenue through import taxes.

{c} Improve the efficiency of domestic industries.

{d) Limit the export of certain goods to other countries.

Ad valorem tariffs are calculated based on:

{a} The quantity of imported goods.

{b) The weight of imported goods.

(c) The value or price of imported goods.

{d} The environmental impact of imported goods.

Specific tariffs are calculated based on:

{(a) The quantity of imported goods.

(b} The weight of imported goods.

{c) The value or price of imported goods.

{(d} The environmental impact of imported goods.
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5.

10,

The imposition of tariffs can lead to:

(a} Lower consumer prices for imported goods.

(b} Increased domestic consumption of imported goods.

(c) A decrease in domestic production and employment in
import-competing industries.

(d) Enhanced global economic
cooperation.

Tariffs are a form of:

(a) Government subsidies to domestic industries

integration and international

{b) Trade liberalization

{c} Trade protection

{d) Foreign direct investment

Tariffs are taxes imposed on:

(a) Domestic goods and services

{b) Ilmports and exporis

{c} Foreign direct investment

{d) Government expenditures

The primary purpose of imposing tariffs is to:

(&) Encourage exports and foreign investment

{b} Stimulate economic growth and job creation )

{c} Generate government revenue and protect domestic industries
{d) Facilitate free trade and reduce trade barriers

A specific tariff is levied as a fixed amount per:

{a) Unit of imported goods (b) Unit of exported goods

{c) Unit of domestic production  (d) Unit of foreign investment

An ad valorem tariff is levied as a percentage of the:

{a) Value of imported goods (b) Value of domestic production
{c) Value of foreign investment (d) Value of government revenue

1.2.1 Forms of Import Tariffs

1.

Ad valorem tariffs are expressed as a percentage of the:
(a) Importing country's GDP.

(b) Value of the imported goods.

(c) Number of units of the imported goods.

(d) Exporting country's currency value.

(@
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Specific tariffs are imposed as a fixed amount per:

{a) Unit of the imported goods.

{b} Unit of the exporting country's currency.

{c} Unit of the importing country's GDP.

{d) Unit of the exporting country's GDP.

Compound tariffs are a combination of:

{a) Specific tariffs and import quotas.

{0) Ad valorem tariffs and export subsidies.

{c) Ad valorem tariffs and specific tariffs.

(d) Import quotas and export quotas.

Which of the following is an example of a revenue tarifi?

{a) A tariff imposed to protect domestic industries from foreign
competition.

{b) A tariff imposed to discourage the consumption of specific goods.

{c} A tariff imposed to generate government revenue from imports.

(d) A tariff imposed by an exporting country on its own goods.

Specific Tariff:
1. What is a specific tariff?
(a) A tax levied on imports that is calculated as a percentage of
the value of the imported goods.
(b) A tax levied on exports by the exporting country.
(c) A tax levied on imports that is a fixed amount per unit of the
imported goods.
(d) A tax levied on thie income of domestic producers.
2. A specific tariff is a type of import tariff that is imposed as a:
(a) Fixed amount per unit of the exported goods.
(b) Fixed amount per unit of the imported goods.
(c¢) Percentage of the value of the exported goods.
(d) Percentage of the value of the imported goods.
3. A specific tariff is a type of import tariff that is:
(a) Imposed as a fixed amount per unit of the imported goods.
(b) Expressed as a percentage of the value of the exported goods.
(c}) A payment made by the importing country to the exporting
country.
(d) Applied to all goods uniformly, regardless of their origin.
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(ii) Ad valorem tariff:
1. An ad valorem tariff is a type of import tariff that is:

{a) Imposed as a fixed amount per unit of the imported goods.
{b) Expressed as a percentage of the value of the imported goods.
{c) A payment made by the exporting country to the importing

country.

(d) Applied to all goods uniformly, regardless of their origin.

1.2.2 Effects of Tariffs

1. What is the effect of tariffs on domestic producers?
(@) Encourages competition (b) Decreases efficiancy
(c) Increases efficiency (d) None of the above
2.  What is the effect of tariffs on consumers?
{(a)} Decreases the price of imporied goods
{b} Increases the price of imported goods
{c) Does not affect the price of imported goods
{d) None of the above
3. What is the effect of tariffs on international trade?
(a) Encourages free trade
(b) Decreases imports
(c) Increases exports
(d) None of the above
4. What is the effect of tariffs on government revenue?
{a) Decreases government revenue
{b) Increases government revenue
{c) Has no effect on government revenue
(d) None of the above

1.3 Non-Tariff Measures (NTMs)

1.  What are Non-tariff measures (NTMs)?
{(a) Barriers to trade
(b) Taxes on international trade
{c) Regulations on international trade
(d) None of the above
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What is the purpose of non-tariff measures (NTMs)?

{(a) To increase competition

(b} To decrease competition

{c} To protect domestic industries

{d) None of the above

What are some examples of non-tariff measures (NTMs)?

(a) Quotas . {b) Licenses

(c) Quality standards (d) All of the above

What is the effect of non-tariff measures (NTMs) on international trade?

(a) Encourages free trade

(b) Increases imports

{c) Decreases exports

{d) Caneitherincrease or decrease imports and exports depending on
the specific measure

What are non-tariff measures (NTMs)?

(a) Taxes onimported goods

(b) Regulations, standards, and procedures that impact trade

(c) Trade agreements between countries

(d) None of the above

Non-tariff measures (NTMs) are trade policy instruments that do not

involve:

{a) Import and export restrictions

{b) Trade liberalization

(c). Government subsidies

(d) Direct taxes on goods and services

Examples of non-tariff measures include:

(a) Import tariffs and export quotas

(b) Subsidies to domestic industries

{(c) Health and safety regulations, product standards and licensing
requirements

{d) Fiscal policies and monetary policies

Non-tariff measures are often used to:

(a) Promote free trade and globalization

(b) Increase foreign direct investment

(c) Facilitate cross-border trade and reduce transaction costs

{d) Protect domestic industries, ensure product quality, and address
environmental concerns ‘



681 Chapter-9 Unit-2: The Instruments of Trade Policy

9.

10,

Voluntary export restraints {VERs) are an example of:

{a) Export promotion policies

(b} Trade liberalization measures

(c) Non-tariff trade barriers imposed by the exporting country

(d) Measures to stabilize foreign exchange rates

Sanitary and phytosanitary (SPS) measures are NTMs designed to:

(a) Promote tourism and travel

(b) Facilitate labor migration

() Reguiate the import and export of food, plants, and animals to
ensure safety and prevent the spread of diseases

{d} Encourage foreign investment in critical sectors

Technical Measures:

What are technical measures in international trade?

(@) Regulations related to the technical aspects of products
(b) Import taxes on technical products

(c) Technical agreements between trading partners

(d) None of the above

Why are technical measures used in trade?

(a) To limit the import of particular products

(0) To ensure that imported products meet local standards
(¢) To reduce competition from foreign products

{d) None of the above

What are some examples of technical measures?

(a) Product labeling and packaging requirements

(b) Safety and environmental standards

{c) Chemical content and composition restrictions

(d) All of the above

What is the impact of technical measures on trade?

{(a) Increases competition from foreign products

{b) Reduces competition from foreign products

(c} Has no impact on competition from foreign products
(d) None of the above

AN GA Foundation Paper-4 682
Non-technical Measures:

What are non-technical measures in international trade?

{(a) Regulations related to the technical aspects of products
{b}) Regulations not directly related to the technical aspects of products
{c) Import taxes on non-technical products

{d) None of the above

Why are non-technical measures used in trade?

{a) To limit the import of particular products

(b) To promote free and fair trade

(c) To reduce competition from foreign products

(d) None of the above

What are some examples of non-technical measures?

(a) Licensing requirements for foreign companies

(b) Government procurement policies

(¢) Investment restrictions

(d) All of the above

What is the impact of non-technical measures on trade?

(a) Increases competition from foreign products

(b} Reduces competition from foreign products

{e) Has no impact on competition from foreign products

(d} Depends on the specific regulation

1.3.1 Technical Measures

1.

Which of the following is an example of a technical measure in
international trade?

{a) Import quotas on foreign cars

() Requirements for product safety labeling

{(c) Tariffs on textiles from foreign countries

{d) Subsidies for domestic agricultural producers

What is the purpose of technical measures in international trade?
(@) To limit the import of foreign products

(b) To ensure that imported products meet local standards

(c) To promgote fair competition between countries

(d) None of the above
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3.

Which of the following is an example of a technical measure related to
environmental standards?

(a) Restrictions on the use of hazardous chemicals in manufacturing
(b) Requirements for product labeling and packaging

(c) Quotas on the import of foreign textiles

(d) Subsidies for domestic energy producers

How can technical measures impact trade between countries?

{a) They can increase competition from foreign products

{b) They can reduce competition from foreign products

{c) They can have no impact on competition from foreign products
{d) It depends on the specific technical measure

Sanitary and Phytosanitary (SPS) Measures:

What are Sanitary and Phytosanitary (SPS) measures?

{(a) Technical measures related to environmental standards

(b) Regulations related to the technical aspects of products

{c) Regulations related to the health and safety of humans, animals,
and plants

{d) None of the above

What is the purpose of SPS measures?

{(d) To reduce competition from foreign products

{b) To increase the import of foreign products

(¢} To protect human, animal, and plant health

(d) None of the above

Which of the following is an example of an SPS measure?

(a) A restriction on the import of foreign textiles to protect domestic
textile manufacturers

(b) A requirement for imported fruits to be free from a certain pest

(c) A tax on foreign imports of cars to promote the domestic auto
industry

(d) None of the above

How can SPS measures impact trade between countries?

{a) They can reduce competition from foreign products

{b) They can increase competition from foreign products

{c) They can have no impact on competition from foreign products

{d) It depends on the specific SPS measure
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What are Technical Barriers to Trade (TBT)?

{a) Regulations related to the health and safety of humans, animals,
and plants

{b) Regulations related to the technical aspects of products

(c) Regutations related to the environmental standards

(dy None of the above

What is the purpose of Technicai Barriers to Trade?

(a) To restrict or limit importation of centain products

(b) To promote fair competition between countries

{c) To ensure that imported products meet local technical standards

(d} Al of the above

Which of the following is an example of a Technical Barrier to Trade?

{a) Import quotas on foreign textiles '

{b) Requirements for labeling and packaging of pharmaceutical
products

(c} Tariffs on imported steel

(d) Subsidies for domestic manufacturers

How can Technical Barriers to Trade impact trade between countries?

(@) They can increase competition from foreign products

(b) They can reduce competition from foreign products

(c) They can have no impact on competition from foreign products

(d) It depends on the specific Technical Barrier to Trade

1.3.2 Non-technical Measures

!

What are non-technical measures in trade?

{a) Regulations related to the technical aspects of products

{b)} Regulations related to the health and safety of humans, animals,
and plants

{c) Regulations related to non-tariff barriers, such as quotas and
subsidies

{d) None of the above
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2.

What is the purpose of non-technical measures?

(a) To promote fair competition between countries

(b) To restrict or limit importation of certain products

(¢) To ensure that imported products meet safety and qualily
standards

(d) Al of the above

Which of the following is an example of a non-technical measure?

{a} Requirements for product labeling

(b} Import quotas

{c} Product testing requirements

{(d) All of the above ‘

How can non-technical measures impact trade between countries?

{a) They can reduce competition from foreign products

{b) They can increase competition from foreign products

(c}) They can have no impact on competition from foreign products

(d) It depends on the specific non-technical measure

Import Quotas:

What is an import quota?

(a) A tax impesed on imported goods

(b} A limit on the quantity of a particular product that can be imported

(¢} A requirement {o label imporied products

(dy None of the above

What is the purpose of import quotas?

(a) To promote fair competition between countries

(b) To restrict or limit importation of certain products

(c} To ensure that imported products meet safety and quality
standards

(d) None of the above

How can import quotas impact trade between countries?

(a) They can reduce competition from foreign products

(b) They can increase competition from foreign products

(c) They can have no impact on competition from foreign products

(d) it depends on the specific import quota

(ii)
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Can import guotas be challenged under international trade rules?

{a} Yes, they can be challenged under the rules set by the World
Trade Organization (WTQ)

(b} No, import quotas cannot be challenged under international trade
rules

{c) It depends on the specific country and their trade agreements

Price Control Measures:

What are price control measures in trade?

{a) Regulations that control the quality and safety of products

{b) Regulations that control the prices of goods and services

{c} Regulations that control the quantity of imports and exports

{d) None of the above

What is the purpose of price control measures?

{a) To promote fair competition between countries

{b)} To restrict or limit importation of certain products

{c) To ensure that imported products meet safety and quality
standards

{d) To protect consumers from unfairly high prices

How can price control measures impact trade between countries?

{(a) They can reduce competition from foreign products

(b) They can increase competition from foreign products

{c) They can have no impact on competition from foreign products

{d} It depends on the specific price control measure

Can price control measures be challenged under international trade

rules?

(a} Yes, they can be challenged under the rules set by the World
Trade Organization (WTQ)

(b} No, price control measures cannot be challenged under
international trade rules

{(c) Ht depends on the specific country and their trade agreements
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{iii)

1.

(iv)

Non-automatic Licensing and Prohibitions:

What are non-automatic licensing and prohibitions in trade?

(a) Regulations that control the quality and safety of products

{b} Regulations thatrequire special licenses for certain imported goods

(c) Regulations that restrict or prohibit the import or export of certain
products

(d) None of the above

What is the purpose of non-automatic licensing and prohibitions?

{(a) To promote fair competition between countries

(b) To restrict or limit importation of certain products

(c) To ensure that imported products meet safety and quality
standards

{d} To protect national security or cultural heritage

How can non-automatic licensing and prohibitions impact trade

between countries?

(a) They can reduce competition from foreign products

(b} They can increase competition from foreign products

(¢} They can have no impact on competition from foreign products

(d) 1t depends on the specific non-automatic licensing or prohibition

Can non-automatic licensing and prohibitions be challenged under

international trade rules?

{a) Yes, they can be challenged under the ruies set by the World
Trade Organization {WTQ)

{b} No, non-automatic licensing and prohibitions cannot be challenged
under international trade rules

(c) It depends on the specific country and their trade agreements

Financial Measures:

What are financial measures in trade?

{(a) Regulations that contro! the quality and safety of products

{b} Regulations that control the prices of goods and services

{c) Regulations that restrict or fimit the flow of capital between
countries

(d) None of the above

v)

NANR CA Foundation Paper-4 688

What is the purpose of financial measures in trade?

(a) To promote fair competition between countries

(b) To restrict or limit importation of certain products

{c) To protect domestic companies from foreign investment

(d) To control the flow of capital for economic stability

How can financial measures impact frade between countries?

{a) They can reduce competition from foreign products

{b} They can increase competition from foreign products

{(c) They can limit the ability of foreign companies to invest in a market

{(d) None of the above

Can financial measures be challenged under international trade rules?

{a) Yes, they can be challenged under the rules set by the World
Trade Organization (WTO)

(b) No, financial measures cannot be challenged under international
trade rules

(¢) It depends on the specific country and their trade agreements

Measures Affecting Competition:

What are measures affecting competition in trade?

{a) Regulations that control the quality and safety of products

{b) Regulations that control the prices of goods and services

{(c} Regulations that restrict or limit the ability of companies to compete
in a market

(dY None of the above

What is the purpose of measures affecting competition in trade?

(a) To promote fair competition between countries

(b) To restrict or limit importation of certain products

(c) To protect domestic companies from foreign competition

(d) To prevent anti-competitive behavior and promote consumer
welfare

How can measures affecting competition impact trade between

countries?

{a)} They can reduce competition from foreign products

{b) They can increase competition from foreign products

{c} They can limit the ability of foreign companies to compete in a
market

(d) None of the above
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{vi)

Can measures affecting competition be challenged under international

trade rules?

(a) Yes, they can be challenged under the rules set by the World
Trade Organization {(WTO}

(b) No, measures affecting competition cannot be challenged under
international trade rules

{c) Itdepends on the specific country and their trade agreements

Government Procurement Policies:

What are government procurement policies in frade?

(a} Policies that regulate the quality and safety of products purchased
by the government

(b} Policies that regulate the prices paid for products purchased by the
government '

(¢) Policies that regulate the process for government contracts and
purchases

{d) None of the above

What is the purpose of government procurement poficies in trade?

{a) To promate fair competition between companies for government
contracts ’

(b) To resirict or limit importation of certain products purchased by the
government

(c) To protect domestic suppliers from foreign competition for
government contracts

(d) To ensure transparency and accountability in government
procurement processes

How can government procurement policies impact trade between

countries?

(a) They can restrict competition from foreign suppliers for government
contracts

{(b) They can increase competition from foreign suppliers for
government contracts :

(c) They can limit the ability of foreign suppliers to participate in
government procurement processes

(d) None of the above
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Can government procurement policies be challenged under

international trade rules?

(a} Yes, they can be challenged under the rules set by the World
Trade Organization (WTO)

(b) No, government procurement policies cannot be challenged under
international trade rules

(c) It depends on the specific country and their trade agreements

(vii) Trade-Related Investment Measures:

1.

What are Trade-Related Investment Measures (TRIMs)?

(a) Policies that promote free trade and open markets

(b) Policies that impose restrictions on trade and investments

(c) Policigs that facilitate foreign direct investment (FDI)

(d)} Policies that encourage the import of raw materials

Which organization oversees the Agreement on Trade-Related
Investment Measures (TRIMs)?

{a) International Monetary Fund {IMF})

{b) World Trade Organization (WTO)

(c) United Nations (UN)

(d) World Bank

How do Trade-Related Invesiment Measures impact international
trade?

{(a} They promote FDI and boost trade flows

{b} They create barriers to trade and deter foreign investments

{c} They only affect domestic investments, not international trade
(d) They have no impact on trade or investment

Which of the following is an example of a TRIM?

(a) Export subsidies to domestic producers

(b) Tariffs on imported goods

(c) Preferential treatment for local investors over foreign investors
{d) Reducing bureaucratic procedures for all investors
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(viii} Distribution Restrictions:

1.

(ix)

What do distribution restrictions in international trade refer to?

(a) Policies that promote the free flow of goods and services across
borders

{b) Policies that restrict the distribution of goods and services within a
country

{c) Policies that encourage foreign direct investment (FDI)

(d} Policies that reduce import tariffs

Which of the following is an example of a distribution restriction?

(a)} Export subsidies to domestic producers

(b) Eliminating import quotas on specific products

(c) Licensing requirements for the sale of certain goods

(d) Reducing bureaucratic procedures for exporters

How do distribution restrictions impact trade and investment?

(a) They promote cross-border trade and foreign investments

(b) They facilitate the distribution of goods and services domestically

(¢} They create barriers to entry for foreign companies in the domestic
market

(d) They have no impact on trade or investment

Which international organization advocates for reducing distribution

restrictions and trade barriers?

{(a} International Monetary Fund (IMF)

(b} World Trade Organization (WTQ)

{c) United Nations {UN}

(d) World Bank

Restriction on Post-sales Services:

What do restrictions on post-sales services in international trade refer

to?

(a) Policies that promote after-sales services for domestic products

(b) Policies that regulate the provision of after-sales services for
imported products

(c) Policies that encourage foreign companies to invest in service
sectors

{d)} Puolicies that reduce import tariffs on services

(x)
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Which of the following is an example of a restriction on post-sales

services?

(a) Allowing foreign service providers to operate without any
restrictions

(b) Requiring special permits for domestic service providers to offer
services

(c) Providingtaxincentives for companies offering after-sales services

{d) Implementing a streamlined process for product imports

How can restrictions on post-sales services impact international trade?

(a) They promote the free flow of services across borders

{b) They enhance competition and efficiency in service sectors

{c) They create barriers for foreign service providers in the domestic
market

{d) They have no impact on trade or investment

Which international trade principle do restrictions on post-sales

services violate?

(a) Most Favored Nation (MFN) treatment

(b) National treatment

{c} Export-oriented industrialization

{d) Import substitution

Administrative Procedures:

What do administrative procedures in international trade refer to?

(@) Policies that promote the free flow of goods and services across
borders

(b) Processes and formalities related to customs and trade regulations

(c} Policies that encourage foreign direct investment (FDI)

{d) Policies that reduce import tariffs

Which of the following is an example of an administrative procedure in

international trade?

{a} Reducing trade barriers for specific products

{b) Implementing export subsidies for domestic producers

(c) Conducting customs inspections and document verification

(d) Providing tax incentives to foreign investors
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3.

(i)

How can streamlined administrative procedures impact international
trade?

{a) They increase bureaucracy and slow down trade flows

{b) They promote efficiency and facilitate cross-border transactions
(c) They create barriers to entry for foreign companies
{(d) They have no impact on trade or investment

Which international organization advocates for
administrative procedures and reducing trade barriers?
(a) International Monetary Fund (IMF)

(b) World Trade Organization (WTQ)

{c) United Nations {UN)

(d) World Bank

simplifying

Rules of origin:

What are Rules of Origin in international trade?

{a) Guidelines for exporting goods to foreign countries

{b) Criteria used to determine the country of origin of goods

{c) Standards for product quality and safety in international trade

(d} Guidelines for customs valuation of imported goods

Why are Rules of Origin important in trade agreements?

{a) They encourage transshipment of goods between countries

(b) Theydetermine the quality and safety standards ofimported goods

{c) They prevent trade fraud and ensure fair trade practices

(d) They only apply to certain types of services, not goods

Which of the following is an example of a Rule of Origin?

(a) Reducing import tariffs on specific products

(b) Conducting customs inspections at the border

(c) Requiring a certain percentage of value-added to be produced
locally

{d) Implementing export quotas for certain industries

How do Rules of Origin affect global supply chains?

{a) They promote reshoring of manufacturing activities to domestic
marketis

(b) They encourage companies to offshore production to low-cost
countries

{¢) They have no impact on global supply chains

{d) They only apply to services, not manufacturing activities

SN A Foundation Paper-4 694

(xii) Safeguard Measures:

1.

What are Safeguard Measures in international trade?

(a) Permanent trade restrictions on certain products

(b) Temporary trade remedies to protect domestic industries from
import surges

(c) Preferential trade agreements between two or more countries

{d) Subsidies provided by governments to support exports

When can a country apply Safeguard Measures under the WTO rules?

(a) When imports are cheaper than domestically produced goods

(b) When imports exceed a certain percentage of total trade

{c) When domestic industries face serious injury or threat due to
import surges

(d) When there is a need to promote free trade and open markets

Which of the following is an example of a Safeguard Measure?

{(a) Reducing import tariffs o boost international trade

(b} Imposing quotas on imported goods to protect domestic industries

{¢) Providing financial incentives for companies engaged in export
activities

{d) Implementing trade facilitation measures to streamline customs
procedures

How long can Safeguard Measures typically be in place under WTO

rules?

{(a) Indefinitely until a bilateral agreement is reached

(b} Up to one year, with a possible extension to three years in
exceptional cases

{c) Until the domestic industry completely recovers from the import
surge

{d) Until all import duties are paid by the importing companies

(xiii) Embargos:

1.

What are embargos in international trade?

{(a) Temporary trade remedies to protect domestic industries

{b) Customs duties imposed on specific imported goods

{¢) Government-imposed restrictions that prohibit or limit trade with a
specific country

(d) Preferential trade agreements between multiple countries
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2.

Why do countries impose embargos in international trade?

{2) To promote free trade and open markets

{b) To encourage cross-border investments

(¢} To express disapproval or exert pressure on a targeted country

(d) To streamline customs procedures for faster trade transactions

Which of the following is an exampte of an embargo?

{(a) imposing import tariffs on foreign products

{b) Implementing trade facilitation measures to improve customs
procedures

{c} Prohibiting all trade with a specific country

(d} Signing a free trade agreement with neighboring nations

How do embargos impact international trade and economies?

(a) They promote economic cooperation and growth among nations

(b) They create trade opportunities for targeted countries

(c) They can lead to economic isolation and disruptions in global
supply chains

(d) They have no significant impact on trade or economies

1.4. Expori-Related Measures

1.

What are expon-related measures in international trade?

{a) Government policies that restrict the import of specific goods

{b) Actions taken by countries to promote and facilitate exports

(c) Customs duties imposed on imported products

(d) Measures to regulate foreign direct investment (FDI)

Which of the following is an example of an export-related measure?

(@) Imposing guotas on the import of certain products

(b) Implementing tax incentives for exporters

{¢) Prohibiting foreign companies from investing in domestic markets

(d) Reducing trade barriers for specific industries

How can export-related measures benefit a country’s economy?

{a) By restricting foreign competition and protecting domestic
industries

(b) By encouraging imports and diversifying the domestic market

(c) By promoting international trade and generating foreign exchange

(d) By reducing the production of goods for domestic consumption
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Which of the following is not an export-related measure?

(a) Export subsidies to support domestic industries

(b) Simplified customs procedures for importers

(c) Establishing export processing zones for manufacturing goods

() Imposing import tariffs on foreign products

Export subsidies are a type of export-related measure that involves:

(a) Imposing taxes on exported goods

(b) Providing financial incentives or support to domestic producers for
exporting goods

(c) Restricting the quantity of exported goods

(d) Regulating the exchange rates for fareign buyers

Export quotas are a form of export-related measure that involves:

(a) Providing tax breaks to exporters

(b) Restricting the quantity of goods that can be exported

(c) Offering subsidies to foreign buyers

(d) Controlling the prices of exported goods

The purpose of export-related measures, such as export subsidies and

export quotas, is to;

{(a} Encourage the import of foreign goods

(b} Discourage domestic producers from exporting goods

{(c) Promote domestic consu