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BEC3401 – INTERNATIONAL  ECONOMICS I 

 
DATE: DECEMBER 2019           TIME: 2 HOURS 

INSTRUCTIONS:  Answer question one and any other two questions.  
 

QUESTION ONE (15 MARKS) 

In the Hechshwer-Ohlin (HO) theory, factor abundance and endowment can be explained by both 

physical and price criteria.      (10 Marks) 

(i)  Discuss the above  criteria in H-O model. 

(ii)   What is the implication of the above criteria on international trade?(10 Marks) 

(iii)Discuss four major theorems of H- O model    (10 Marks) 

QUESTION TWO (20 MARKS) 

a) Show how Merchantalist beliefs have been used in modern times by countries outlining 

reasons why they are used.       (10 Marks) 

b) Explain why pre-classical and classical theories of trade considered labour as the only 

factor of production.        (4 Marks) 

c) Given the following information on labour hours 

 L Unit of wire 1 unit of cloth 
England  
 
Portugal  

90 
 
100 

80 
 
120 

Show mathematically  that England has comparative advantage in production of cloth in terms of 
cost ratios.          (6 Marks) 
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QUESTION THREE (20 MARKS) 

Jacob Viner demonstrated that while the formation of a custom union could have welfare 

increasing effects in some circumstances, it could also have welfare reducing effects in others. 

Based on Jacob Viner’s analysis, distinguish between trade creation and trade division and their 

effects on country’s welfare.        (20 Marks) 

QUESTION FOUR (20 MARKS) 

a) Discuss the role of international trade on economic development of developing country of 

your choice.         (10 Marks) 

b) With free trade between countries, both countries can produce at their full employment. 

Using box diagram, illustrate how a country can utilize its factor endowment to achieve 

economic effieciency.        (10 Marks) 

 

QUESTION FIVE (20 MARKS) 

Proponents of free trade argue that the liberation of trading relationship between rich and poor 

countries (removal of tariff and non-tariff barriers) would work towards the long-run benefits of  

all countries. Under what conditions might the removal of all tarrifs and other impediments to 

trade work to the best advantage of Third world countries?    (20 Marks) 


