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1" Cicoese the c*s"i'ec.f asasrven f'rom the *hoiees pnovided and uBderlii'qe it"

t" What t,,ep.r,:a nefens to the imcreasing interconnectedness and lntendependence of

scunfries aild their cit'izems?

(1)I-ocalisatitln(2)Giobaiization
i:1 Nationaiizarion (4) Decentralization

(5i R-egionaiisin

2. What is the primary focus oithe New Trade Theories?
i

(1) Pelfect Cornpetition Q) Factor Endowments

i:; Economies c,f scale (4) Tarifl's and Quctas

t5) Absolute Advantage

3" Aftec. W+E"ld Wpr {I, which coeuatry was econcmicall;r and polifieatly the mast powerful

natisn ili the worEd?

/ r \ T T-nitqd "voinsdcm {2) Soviet Union
\ ",l 

L lllLl

(3) China (4) USA

(5) Japan

4" What is the key chanactenistic of intra-indtlstry trade?

(1) Trade of Sirnitrar Products (2) Trade of Different Froducts

i:i Trade of Raw Materials (4) Trade of Services

(5) Trade of Auricultural Goods

5" __?V-hat 
is fhe rnain propositiom of the F{eckscher-CIh{in theory.?

(i) Trade is based on absolute advantages

i2) Tra<le arises frcm ditl'erefi.ces in factor endormnents

(l) TraCe is deterrnined by ihe scaie of econornies

{4} Political reiationships inf}.uence irade
(5) Trarie results frorn ccnsumer plai-erences



I

T
I6" lVhat dc higher transpontation costs i-v-pieait.v resuHt in for international trade? I

(1) Increasecl'i-radr'Voh:me (2:l Deoreased'|rade Volurne 
I(3) No Etfbct on Trade Volume (4i Increased TaritTRevenues I(5) Decreased Trade Barriers 
I

I

7 " Wtricir cuive itrlustnates the combinations of fwo goods that a nation can consurne wh{
if engages in inten'national trade? 

|

I

(i) Production Possibility Frontier (.2) Communilv Indifference Curve
(3) OlTer Curve (4) Consurnption Curve
(5) Production Curve

E. Which orgamization is an exampie of ail International Cartel that restricts output anr

exponfs to rnaximize profits?

{i) wTC {2) rMF
(3) OFEC {4') i\lAFTA
i5'i ASiAi\i\" )

9" XYEaa€ i.s tEre r.qnaasl deffetre!?ce befr,'eeil import qaiotas amd 'fariffs in terms of revenue?

(?]l Eoth gelerri;e tev!^nue fbr the govenlment
(2) Oni-v impari quotas generate revenue for the governrnent
1 3 ) lrrpcrt taritfs generate revenue for the govei:runent, while impcrt quotas generat

ievenue f,or iicensed firms i

(.4) bieither generates revenue fbr the gc)verni'nent
(5) {n:port quotas generate mcre rer/enue than tariffs

1{}. l.Whad is the eff,ect cf sniniarum price as a non-tariff barrier?

il) It ailor.n's prices to fali beiow the set ievei
1:,\ Ii decieases the price of ilnpor-ts

{l j it ii,ipcses slirtaxes on impcris if rhe price talls beicw the sei level
'ta;; Ii encourages iumning
i5) I'c red.uces domestic prcduc-tiun

11{}x2:20Marl



02. a)

b)

(4 Marks)

Explain the concept of international trade and the benefits for countries that engage

in it' 
(6 Marks)

c) what are the differences between export and import trade?

d) Define consumer surplus and producer surplus in the context

with no trade, using a diagram and examples'
(6 Marks)

(20 Marks)

03 a) According to the mercantilist view what were the determinants of the country's

wealth? and what strategies did they propose to increase it?
(3 Mark$

b) What are the three main concepts for understanding the Heckscher-Ohlin theory

and its assurnPtions? 
(7 Marks)

c) Briefly explain all the stages of the Product Cycle Model using below the diagram'

*{issl[lY

Stxa$* * StsStl fit*g* lll ffie*s{V Stx*sV

Part * II

What are the driving forces to globalization?

(4 Marks)

of a national market

Coarsu?r#*t 
\6norn*tir.ry

Prcdwtbn J **U
Mttctio{} \

L l$!$!sssl$
ffiuwr*$?J ffiifttry

what are their advantages?
(5 Marks)

(20 Marks)

d) What is meant by outsourcing and offshoring, and
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4. a)

b)

Describe the different types of tariffs an"d provide examples for each.

What is dumping in international trade, and what are
dumping?

(3 Marks)

the different types of

(4 Marks)

c) Explain the benefits of trade policy instruments to a country.
(4 Marks)

d) suppose the home country, sri Lanka, has the following demand and supply
functions:
Demand: P: 18 * Qn
Supply: P:6 + Q4

The foreign country, India, has the following demand and supply functions:
Dernand: P* :20 - Qo*
Supply: P* :2 * Qa*

i) Determine the equilibrium price in the home country when there is no tracle.
(l Mark)

ii) \that is the hcr:re import demand curue?
(2 Marks)

iii) Detemrine the equilibrium price in the foreign country when there is no trade.
(1 Mark)

iv) What is the floreign export supply curve?
(2 Marks)

v) Calculate the equilibrium r.vorld price under free trade.
(1 Mark)

vi) I)etermine the quantity of imports for the home country at the world price.
(1 Mark)

vii) Determine the quantity of exports for the foreign country at the world price.
(1 N{ark)

(20 Marks)

a) What is the Customs Union, and what are its dynamic benefits?
(3 Marks)

b) Wirat is the foreign exchange market, and what are its features and functions?
(5 Marks)

trade, including their

(6 Marks)

d) What were the challenges faced by Sri Lanka in intemational trade during the crisis
period, and what solutions can be recommended?

(6 hzlarks)
(20 Marks)

(Total: 100 Marks)

c) Explain the consignment payrnent rnethods in international
advantages and disadvantages.


