J1o01p OatiB 13 MIKHAPOAHOI EKOHOMIKH.
Monyis 1

Topic 1. Interconnections in international economy.
5 0anaiB
I. JaiiTe BianmoBiai Ha OyIb-AIKi 5 MOCTABJIEHUX MUTAHD.

1. When did the world's economies have become increasingly interdependent in terms
of the movement of goods and services, business enterprise, capital, and technology?
2. Why did The United States have seen growing interdependence with the rest of the
world 1in its trade sector, financial markets, ownership of production facilities, and
labour force?

3. Name the countries in which exports constitute a small fraction of national output.
4. What are the some of the major arguments pro and contra an open trading system?
5. What significance does growing economic interdependence have for a country like
the United States?

6. What factors influence the rate of growth in the volume of world trade?

7. Identify the major fallacies of international trade.

8. What is meant by international competitiveness? How does this concept apply to a
firm, an industry, and a nation?

9. What do researchers have to say about the relation between a firm's productivity
and exposure to global competition?

10. When is international trade an opportunity for workers? When is it a threat to
workers?

II. /laiiTe BigmoBiai Ha Oyab-siKi 5 mocTaB/ieHMX NUTaHb. BignmoBiab HeoOXiaHO
OOrpyHTYBATH.

True-false questions
1. The two most important trading partners of the United States are Canada and
Mexico.
2. The United States exports a larger percentage of its gross domestic product than
Japan, Germany, and Canada.
3. Opening the economy to international trade tends to lessen inflationary pressures at
home.
4. The benefits of international trade accrue in the forms of lower domestic prices,
development of more efficient methods and new products, and a greater range of
consumption choices.
5. In an open trading system, a country will import those commodities that it
produces at relatively low cost while exporting commodities that can be produced at
relatively high cost.
6. Although free trade provides benefits for consumers, it is often argued that import
protection should be provided to domestic producers of strategic goods and materials
vital to the nation’s security.



7. In the long run, competitiveness depends on an industry’s natural resources, its
stock of machinery and equipment, and the skill of its workers in creating goods that
people want to buy.

8. If a nation has an open economy, it means that the nation allows private ownership
of capital.

9. Increased foreign competition tends to increase profits of domestic import-
competing companies.

10. Restrictive trade policies have resulted in U.S. producers of minerals and metals
supplying all of the U.S. consumers’ needs.

III. Teopernuni nutanHs. Po3kpuru B 5-7 peueHsn.

1. Describe mercantilism. Is the global economy today still mercantilistic?

2. Draw a circular flow diagram of an open economy, that is, and economy that en-
gages in international trade, international finance, international investment, and inter-
national migration.



Topic 2. Theories of international trade.
5 oaxis

I. JaiiTe BianmoBiai Ha OyAb-AKi 5 MOCTaBJIeHUX TUTAHb.

1. How did Smith's views on international trade differ from those of the
mercantilists?

2. How does the comparative-cost concept relate to a nation's production possibilities
schedule? Illustrate how differently shaped production possibilities schedules give
rise to different opportunity costs.

3. What is the difference between absolute and comparative advantage?

4. Explain the difference between inter-industry and intra-industry trade.

5. How is the phenomenon of horizontal intra-industry trade related to product diver-
sification?

6. According to Steffan Linder, there are two explanations of international trade pat-
terns-one for manufactures and another for primary (agricultural) goods. Explain.

7. How can economies of large-scale production affect world trade patterns?

8. The Heckscher-Ohlin theory demonstrates how trade affects the distribution of
income within trading partners. Explain.

9. How does the Heckscher-Ohlin theory differ from Ricardian theory in explaining
international trade patterns?

10. Explain how the international movement of products and of factor inputs
promotes an equalization of the factor prices among nations.

II. /laiiTte BigmoBiai Ha Oyab-sIKi 5 mocTaB/ieHMX NUTaHb. BiAnmoBiab HeoOXiaHO
OOrpyHTYBATH.

True-false questions
1. According to the mercantilists, a nation’s welfare would improve if it maintained a
surplus of exports over imports.
2. The mercantilists maintained that a free-trade policy best enhances a nation’s wel-
fare.
3. The principle of absolute advantage asserts that mutually beneficial trade can occur
even if one nation is absolutely more efficient in the production of all goods.
4. The basis for trade is explained by the principle of absolute advantage according to
David Ricardo and the principle of comparative advantage according to Adam Smith.
5. The Heckscher-Ohlin theory suggests that differences in relative factor
endowments among nations underlie the basis for trade.
6. Economies of large-scale production can be translated into lower product prices,
which improve a firm's competitiveness.
7. Staffan Linder offers two explanations of world trade pattern
8. Free trade permits factor-price equalization to occur because factor inputs that
cannot move to another country are implicitly being shipped in the form of commodi-
ties.
9. The product life cycle theory focuses on the role of technological innovation as a
key determinant of trade patterns in manufactured products.



10. Intraindustry specialization requires a shift of resources within an industry in-
stead of between industries.
II1. TeopernuHi nuTanHs 1 Ta 2 po3KpUTH B 5-7 pedeHb.

1. Using the Stolper-Samuelson theorem, describe who will support and who will op-
pose trade in these two countries. Use a flow chart diagram to help you in your de-
scription.

2. In the early 1800s in England, a debate arose in Parliament over the Corn Laws, re-
striction on imports of grain into the country. David Ricardo, the father of the com-
parative advantage concept, favoured the repeal of these import restrictions. Explain
why.

3. Fill in the table 1:

Table 1
Type of Phrase Meaning Source
Trade
Inter-industry Either/or Either imports or | Comparative
exports in a advantage
given sector of the
economy
Both/and/
same
Both/and/
different




Topic 3. Demand and supply in the external trade.

5 6aais

1. TaiiTe BigmoBiai HA MATAHHSL.

1. Brazil increases its production of coffee because of an extension in the land
suitable for cultivation. Depending on the reaction of the world price of coffee,
explain why this increase in coffee production may increase/decrease welfare in
Brazil. Illustrate graphically.

2. Under what conditions does an international transfer between countries deteriorate
the terms of trade of the donor?

3. In reality, an important share of international aid for developing countries is
conditional. For example, France may finance an irrigation project in Africa, under
the condition that the pumps, pipelines and other building materials be bought to
French producers.

a) How does this conditionality affect the impact of international transfers on each
country’s terms of trade?

b) Is this conditionality important for the donor?

c) Can you imagine a situation in which the conditional aid deteriorates the situation
of the developing country?

4. A country’s terms of trade measures a country’s export prices in relation to its im-
port prices, and is expressed as:

Index of Export Prices

X100
Index of lmport Prices

a) Calculate the terms of trade, if, over a given period, the index of export prices rises
by 10% and the index of import prices rises by 5%.

b) What do we call the terms of trade rise above 100?

c) What do we call the terms of trade fall below 100?

5. What does the Rybczynski theorem demonstrate?

6. The Rybczynski Theorem says that: At constant commodity prices, an increase in
the supply of a factor, other things equal, will result in an absolute increase in the out-
put of the good that is intensive in the use of the expanded factor and an absolute con-
traction in the output of the other good. Briefly explain the relationships that give rise
to the Rybczynski result.

7. Describe the main assumptions of the Core Dutch Disease model.

8. Poct IlyrenoBun OpueHTHPOBAH HA pacIIUPEHHUE SKCHOPTHBIX oTpacieil. Kak, mo
BallleMy MHEHUIO, U3MEHSITCS YCIIOBUS BEJIEHUSI TOPTOBBIX OTHOIIeHUM [lyrenoBun co
BpeMeHeM?

9. Uenslii psm TaTHHOAMEPUKAHCKUX CTPaH JKCIOPTHPYET Koe W MMIOPTHUPYET
Ipyrue ToBaphl. JlMTensHas 3acyxa MpUBeENia K COKPAIICHUIO MPOW3BOICTBA KO B
CTpaHax 3TOro pervoHa. [Ipeanonaoxkum, 4To OHU MPOAOIDKAIOT OCTABATHCA KCIIOP-



Tepamu kode. OObICHHUTE, OYeMY JITTUTEIbHAS 3aCyXa B PETHOHE MOXKET NMPUBECTH K
poCTy 01arococTosiHUSI 3TUX CTpaH. UTo JenaeT Takoil poCcT BO3MOXKHBIM?
10. «Ctpana, 4bsi TOPTrOBJISl HE BIMSIET Ha YPOBEHb MUPOBBIX II€H, MAKCUMAJILHO PHUC-

KYET MOJIBEPrHYTHCS Pa30pPsIOUIEMY POCTY». Bbl COmIacHbI ¢ JaHHBIM BbICKA3bIBAHU -
em? [IpuBeauTe cBOU JOBOJIBI.



