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Answer ALL questions

1.a)ExplainclearlythetermsAtsSoLttTEADVANTAGEandCOMPARATIVE
.\DVANTAGE'

b) The l'able below shows the ploduction possibilities of two countries X & Y with

respect to Rice and Potatoes'

Table 01: Production possibilittslof =glnttt* X & Y

Goods/ Count
s I labor-hour)

Potatoes (k abor-hour

_-l

Counifr]'Y I

ll

Answer the following qrtestions: ' n ' o

e to the above'fable, indicate in u'hich cimmodity Country '( and

CountryYarehavinganAbsoluteAdvantageandC?mpara]I,.:ou]il."*.
ii)Flowmtlchn.ouldCountryXandCountryYgainif6kgmsolRicewereelxchanged

for 3 kgms of Potatoes between the two countries'/ .1

2. a) Lrs{frg a crearly labelec diagram .t o* ,ir" ,-ret changcs * c""s,Ler surpru s,

producer surplus and rotal surplus for a country importing B consumer gord'

b) The Figure beiow provides information on the imports of textiles by country A and

the effects of a rariff. It shows th" *;;i;;ri"" uf textiles. cluanriry of textiles and market

price (after tariff)'

Using this information answer the following:

i)WhatisthelevelofTariffimposedby.thegovelnmentontextileimports?
ii) calcutate tn" co,lr.r*", s,,rrp'rr,r, proa1..t-sTpffls and Government Rtlventle

befbre and after the Tariff was i*po'ed on imports of textiles'

iii) Estimate the net gain or iorr-io'c.irrsllmers una p'oau"ers due to the irrporl tariff'
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Effects of a tariff -lmporting Country
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2) T Tsino Partial FqUilihrium Analysis ancl the equilibrium-relatjve commodity price

explain graphically how trade occurs between two nations A and B' 
.1

b) sihat is an OFFER CURVE? Graphically show hbw an offer curve r; 
ferived'

/
a) What is International Finance? 

I

b) V/hy is International Finance important and what are the main components of Global

Fine nce?

c) v/rite sHoRT NOTES on any THRDE (03) the following:

i) Exchange Rate

ii) Terms of Trade

iii)Balance of PaYments

iv)!,xpt-rrts and Inlports of Sri Lanka

World Price
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