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Note for the exercises 3 and 4: Correct answers should be underlined, and wrong answers 

should not be underlined. 

 
Exercise 1. (10 points) Figure below represents 

the case of a country with demand and supply of a 

tradable good with world price pw=3, and with the 

possibility to impose a tariff t on imports.  

 
If the tariff is not yet imposed (i.e. when t=0), 

calculate: 

1) the consumer surplus [__612.5___]; 

2) the producer surplus  [____25___]; 

3) the imports                [____150___]. 

If the tariff of t=2 is imposed, calculate: 

4) the consumer surplus [__312.5___]; 

5) the producer surplus  [__100___]; 

6) the imports               [____75___]; 

7) revenues levied       [____150___]; 

8) domestic production [____50___]; 

9) domestic consumption [____125___]; 

10) total losses (sum of triangles) [____70___]; 

 

Exercise 2. (4 points) The table below reports the 

productivities of goods x and y by countries A and 

B.  

 A B 

x 0.8 1.6 

y 2 1 

Calculate the prices of x for A and B and the 

opportunity cost (OC) of y for A and B: 
 A B 

price of x 2.5 0.625 

OC of y 0.4 1.6 

 

Exercise 3. (8 points) Which of the following 

statements are true. 
(a) When countries open to trade, their income 

inequality generally does not disappear. 

(b) When two countries open to trade, their 

income inequality disappears only if they 

achieve complete specialization. 

(c) Complete specialization can be achieved if the 

Production Possibilities Curve is concave. 

(d) A rise in the price of a good lowers the 

income of the factors used more intensively in 

its production 

(e) In the Specific Factor Model, factors can 

migrate from one sector to another. 

(f) In the middle phase of the Product Cycle, 

consumption in low-income countries 

expands rapidly.  

(g) FDI are usually undertaken by small firms. 

(h) If the value of marginal labor in Nation 1 is 

higher than that in Nation 2, then migration 

goes from the former to the latter. 

(i) Global Value Chains increase always wages 

of participating countries. 

(j) NAFTA means North African Free Trade 

Agreement. 

 

Exercise 4. (4 points) If a monopolistic market 

with several firms expands because of 

international trade, then: 

1) the firms can reduce their average costs, 

2) the number of firms in the market rises, 

3) the equilibrium price diminishes, 

4) each firm increases its size, 

5) no preceding answer is correct. 

 

Exercise 5. (4 points) Nations protect their 

industries because of many reasons (6). Please 

mention 4 of them (if the writing is hard to read is 

tantamount to not answering): 

1. Revenue . . . . 

2. Labor. . . . 

3. Infant industry. . . . 

4. National security  

5. (+ Culture+Retaliation) 
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