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PART A : SHORT ANSWER QUESTIONS (60 MARKS) 
INSTRUCTION (S) : Answer all TEN (10) short answer questions.   

                                             Write your answers in the Answer Booklet (s) provided. 
 
 

 
Question 1 
Explain the changing pattern of world trade.                                                      (5 marks) 
 
Question 2 
Using the Gravity Model, explain on Malaysia trade with the United States (US).                        (5 marks) 
 
Question 3 
Explain how opportunity cost determines that a country has the competitive advantage.  

                                                                                                                                                       (5 marks) 
Question 4 
Given real wage rate in Malaysia is higher than that in Bangladesh, how would international trade 
affect real wages between them under a perfectly mobile labour movement? Explain.                (5 marks)                                                                                                                                       
 
Question 5 
The world’s poorest countries cannot find anything to export. There is no resource that is abundant – 
certainly not capital or land, and in small poor nations not even labour is abundant.” Describe TWO (2) 
situations by providing ONE (1) example each.                                                                                  (6 marks) 
 
Question 6 
Assume Indonesia and China are trading partners. Indonesia initially exports palm oil to and imports 
lubricants from China. Using the standard trade model, explain how an increase in the relative price of 
palm oil, in relation to lubricant prices, would affect production and consumption of palm oil for 
Indonesia (assuming that the taste for both goods is the same in both countries).                     (5 marks)                                                       
 
Question 7 
Define internal economies of scale and external economies of scale, and                                   (2 marks) 
for each of the following examples, explain whether it is a case of external or internal economies of 
scale:                                                                                                                                                                  
a. Almost all Hermès products are manufactured in France.                                                         (2 marks) 
b. Apple has its displays mainly made in Japan and some made in Korea.                                  (2 marks) 
c. All units of Toyota Land Cruiser and Prius sold in the U.S. market are assembled in Japan. 

                                                                                                                                                             (2 marks) 
d. Gerber used to be an American-owned company, now a subsidiary of the Nestlé Group.  (2 marks) 
 
Question 8 
Explain how import quotas impact an import-competing firm who is the only domestic producer of a 
good.                                                                                                                                                           (5 marks) 
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Question 9 
Explain how tariff and import quota policies impact a monopolistic domestic firm differently.  
                                                                                                                                                                     (6 marks)                                                                                                                                                           
Question 10 
Explain how BREXIT happened.                                                                                                               (8 marks) 
 

 
 

 
 
 
 

END OF PART A 
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PART B                                    : ESSAY QUESTIONS (40 MARKS) 
INSTRUCTION (S)       : Answer all TWO (2) essay questions. 
                                                    Write your answers in the Answer Booklet (s) provided. 

 
 
 

Question 1 
Home has 1,200 units of labour available. It can produce two goods, apples, and bananas. The unit 
labour requirement in apple production is 3, while in banana production it is 2. Foreign, has a labour 
force of 800. Foreign’s unit labor requirement in apple production is 5, while in banana production it 
is 1.                                                                                                                      
 

  a.  Graph and explain home’s production possibility frontier.                                                   (2 marks) 
 
 b.  What is the opportunity cost of apples in terms of bananas at Home? Explain.            (4 marks) 
 

c. At home, in the absence of trade, what would be the price of apples in terms of banana? 
Explain.                                                                                                                                          (3 marks) 

 
 d. Graph and explain Foreign’s production possibility frontier.                                              (2 marks) 
 
 e. Construct and explain the world relative supply curve.                                                      (9 marks) 
 
                                                                                                                                           [Total: 20 marks] 
 

Question 2 
Home demand is P = 48 - 2Q, and Home supply is P = 16 + 2Q. Foreign demand is P* = 32 - 2Q*, and 
Foreign supply is P* = 2Q*.  Determine:                                                                                                   
  
a. The Home autarky price.                                                                                                               (3 marks) 

 
b. The Home import demand.                                                                                                          (4 marks) 
 
c. The Foreign autarky price.                                                                                                        (3 marks) 
 
d. The Foreign export supply.                                                                                                       (4 marks) 

 
e. The world price under free trade.                                                                                              (2 marks) 
 
f. The Home imports under free trade.                                                                                           (1 mark) 
 
g. The Foreign exports under free trade.                                                                                     (1 mark) 
 
h. The Home quantity demanded and quantity supplied under free trade.                            (2 marks) 
   

                                                                                                                                         [Total: 20 marks] 
 

 
 
       
 

  END OF EXAM PAPER 
 


