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Question 1:
As a result of their high farm support prices, the EU has experienced

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· High agricultural surpluses, high storage costs, and subsequently subsidized exports.
· Low agricultural surpluses, low storage costs, and subsequently subsidized exports.
· No surpluses, and subsequently subsidized exports.
· None of the above.
Question 2:
NAFTA has been most strongly opposed by Canadian and US

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· Automobile manufacturers.
· Labour unions.
· Computer engineers.
· Civil servants.
Question 3:
Chapter 11 of NAFTA is related to

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· The trade in bulk water amongst the three member countries.
· The non-discriminatory treatment of workers in the three member countries.
· The non-discriminatory treatment of firms in the three member countries.
· The emission of carbon dioxide of firms in the three member countries.
Question 4:
_______ arises when high cost production processes are replaced with lower cost imports from a member country as a result of the formation of a preferential trade arrangement.

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· Trade creation.
· Trade diversion.
· Economies of scale.
· None of the above.
Question 5:
Suppose India exports textiles to Mexico and Mexico subsequently exports the textiles to the US, without much additional value being added to the textiles. These textiles will not be included in NAFTA because of

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· The most favoured nation status clause.
· The rules of origin clause.
· The environmental clause.
· Chapter 11.
Question 6:
Mexico’s main trading partner is the US, but its share of US total trade has not increased much since NAFTA came into effect in 1994.

Type: True or False
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· TRUE 
Rationale:
Mexico’s main trading partner is indeed the US, but Mexico’s share of US total trade has increased from 4% to around 14% over the years.
· FALSE 
Rationale:
Mexico’s main trading partner is indeed the US, but Mexico’s share of US total trade has increased from 4% to around 14% over the years.
Question 7:
_______ arises when cheap imports from countries outside the preferential trade agreement are replaced by more expensive imports from another member of the agreement.

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· Trade creation.
· Trade diversion.
· Deadweight loss.
· None of the above.
Question 8:
Trade creation exists when the formation of a PTA leads to an expansion of trade amongst members.

Type: True or False
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· TRUE 
Rationale:
Since trade barriers are significantly reduced, imports and exports will rise.
· FALSE 
Rationale:
Since trade barriers are significantly reduced, imports and exports will rise.
Question 9:
The principle behind the rules of origin is to determine the “nationality” of the imported product.

Type: True or False
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· TRUE 
Rationale:
If a product is to be subject to no import barriers, the rules make sure that “most” of that product is produced by the member countries. The minimum percentage differs depending on the product.
· FALSE 
Rationale:
If a product is to be subject to no import barriers, the rules make sure that “most” of that product is produced by the member countries. The minimum percentage differs depending on the product.
Question 10:
Suppose that watermelons from Japan face a 10% tariff in Thailand and a 14% tariff in Malaysia, while Thailand and Malaysia maintain free trade between each other. Thailand and Malaysia are part of a:

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· Free trade area.
· Customs union.
· Monetary union.
· None of the above.
Question 11:
As of 2012, Canada is NOT pursuing a free trade agreement with which of the following countries?

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· Singapore
· India
· Ukraine
· Australia
Question 12:
A significant feature of a customs union is

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· that agricultural products are always excluded.
· that corporate tax rates are always made common.
· that the only WTO legal customs union is the EU.
· a common external tariff.
Question 13:
The U.K. joins the EU and imports wheat from France rather than from Canada and/or the U.S. This is an example of

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· trade creation.
· trade diversion.
· trade modification.
· none of the above.
Question 14:
When NAFTA came into effect in 1994, the maximum phase in period for tariff reductions was

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· 1 year.
· 3 years.
· 8 years.
· 15 years.
Question 15:
A preferential trade agreement will increase total world welfare if

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· trade creation is greater than trade diversion.
· trade creation is less than trade diversion.
· trade creation is positive.
· trade diversion is positive.
Question 16:
According to a Royal Bank of Canada study on NAFTA, which of the following is NOT recommended for Canada?

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· Canada should cut taxes to attract more foreign investment.
· Canada should spend more on infrastructure to enhance the distribution of goods and services.
· Canada should decrease immigration because older Canadian workers are more likely to work beyond the age of 65.
· Canada and the US should cut down delays in border clearance to enhance trade.
Question 17:
Trade creation will ________________ total surplus for the domestic country.

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· Decrease.
· Increase.
· Have no effect on.
· Change, but may increase or decrease.
Question 18:
A _________________ allows almost no tariffs or other barriers on trade among members, and it harmonizes trade policies toward the rest of the world.

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· Trade creation.
· Trade diversion.
· Free trade area.
· Customs union.
Question 19:
International firms have been investing more money in Canada over the NAFTA period.

Type: True or False
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· TRUE 
Rationale:
Inflow of foreign direct investment has risen from 20% of GDP in 1980 to around 32% of GDP in 2005.
· FALSE 
Rationale:
Inflow of foreign direct investment has risen from 20% of GDP in 1980 to around 32% of GDP in 2005.
Question 20:
Which of the following is not a benefit for Canada arising from NAFTA?

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· Increased market size and economies of scale.
· Increased competition and more product varieties.
· Lower price of many commodities.
· More tariff and quota revenue.
Question 21:
Suppose Chile joins NAFTA and imports wheat from Canada rather than from China. This is an example of

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· Trade creation.
· Trade diversion.
· Trade modification.
· Trade deflection.
Question 22:
Preferential trade agreements are troublesome in the sense that they weaken the important principle of international trade policy known as

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· Trade Creation.
· Trade Diversion.
· The WTO.
· MFN principle.
Question 23:
Trade diversion will ______________ total surplus for the domestic country.

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· Decrease.
· Increase.
· Have no effect on.
· Change, but may increase or decrease.
Question 24:
___________________ reduce barriers on trade amongst participating countries.

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· Trade creation.
· Trade diversion.
· Terms of trade.
· Preferential trade arrangements.
Question 25:
A ____________________ is the form of economic integration where most trade barriers are removed on trade amongst members, but each nation retains its own barriers to trade with non-members.

Type: Multiple Choice
Points Awarded: 0/1
Your Answer(s):
Correct Answer(s) (in green):

· Trade creation.
· Trade diversion.
· Free trade area.
· Customs union.
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