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Econ 405
*************************************************************

Directions:  Please provide clear, concise, yet comprehensive responses.
1)  Describe the circle of policies supporting mercantilism.
2)  If an industry is to be protected from foreign competition, explain why a tariff is preferable to a quota.
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Econ 405: Quiz 2


Spring 2004

********************************************************************************

Directions:  Explain your answer to each question in a clear, concise, yet comprehensive manner.  

Graphs are mandatory whenever appropriate.


1)  An automaker is going to build a factory in either China or South Korea.  If a Chinese autoworker's marginal product is 1 car per week and a South Korean autoworker's productivity is 2 cars per week, would a car manufacturer definitely locate production in South Korea?  Explain.

2)  Politicians have often voiced concern that Japanese productivity is sometimes considered higher than American productivity.  Is this true?  Explain.
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Econ 405: Quiz 3

Spring 2004

*******************************************************************************

Directions:  Explain your answer to each question in a clear, concise, yet comprehensive manner.  

Graphs are mandatory whenever appropriate.


The graph below represents the domestic market for computers in autarky.  Assume initially that the domestic price is higher than the price in the rest of the world market. 

1)  Describe the impact of international trade on price.  How is the new price determined?

2)  Illustrating welfare before and after trade, describe the net impact of international trade on welfare.  Is trade beneficial?  Why?
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Quiz 4



Spring 2004

*********************************************************************************

Directions:  Answer each in a clear, concise, yet comprehensive manner.  

Graphs are mandatory whenever appropriate.

1)  Given the following PPFs from Greece and France, assume constant opportunity costs and determine a mutually beneficial trade situation.  That is, explicitly illustrate 

(a) autarky, assuming factors are allocated equally, 

(b) absolute and comparative advantages, 

(c)  production specializations that represent an improvement over autarky, 

(d)  gains from specialization, 

(e)  a mutually beneficial terms of trade, 

(f)  a mutually beneficial trade pattern, and 

(g)  the gains from trade. 

	PPFs
	Cheese
	Olives

	Greece
	400         or
	400

	France
	800         or
	100
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Econ 405: Quiz 5

Spring 2004

*************************************************************************************

Directions:  Explain your answer to each question in a clear, concise, yet comprehensive manner.  

Graphs are mandatory whenever appropriate.

  

1)  Assume that there are two countries trading two goods, x and y.  Also assume that in autarky (point A) the relative price of x,
[image: image1.wmf]x
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, for Nation 2 (“the rest of the world”) is lower than the relative price of x in Nation 1 (“the U.S.”).  Illustrate the impact of mutually beneficial specialization and trade on Nation 1 below by indicating an appropriate specialized production point, and terms of trade line.  Ultimately what condition determines the final terms of trade?
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2)  Now indicate how preferences determine the optimal consumption point.  Illustrate exports and imports.  
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Q (computers)
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Spring 2004

********************************************************************************

Directions:  Explain each in a clear, concise, yet comprehensive manner.  

Graphs are mandatory wherever appropriate.

1.  (i) State the Heckscher-Ohlin Theorem and (ii) the Factor-Price Equalization Theorem.  

2.  (i) Interpret the conclusions of the H/O Theorem and (ii) the FPE Theorem when N1=Germany and N2=Egypt, x=clothing and y=computer software.  
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Quiz 10



Directions:  Answer each in a clear, concise, yet comprehensive manner.  Graphs are mandatory whenever appropriate.

1.  Assume that the Federal Reserve raises the discount rate.  Describe the potential impact of arbitrage on:

i)  the US bond markets,

ii) the US stock market,

iii)  European bond markets,

iv)  and the exchange rate, in $/euro.



















� Quizzes 6, 7, 8 were project based.
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