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1) Please explain the following terms:

i) Terms of trade (5%)
ii)  Offer curve (5%)
iiil)  Leontief paradox (5%)
iv)  Effective tariff rate (5%)

2) All nations will benefit from unregulated, free trade that will allow
individual nations to specialize in goods they are best suited to
produce because of natural and acquired advantage. Please explain

this statement. (20%)

3) The costs and benefits of a tariff may be measured using the concepts
of consumer surplus and producer surplus. Using these concepts, we
can show that the domestic producers of a good gain, because a tariff
raises the price they receive, and the domestic customers lose, for the
same reason. There is also a gain in the government revenue.

Explain these statements please. (20%)

4) Discuss the differences between foreign trade and foreign direct
investment. Please use some examples to assist you to answer this

question. (20%)

5) Discuss some reasons why reductions in world trade barriers are

driving the world toward a global economy. (20%)
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