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Problem 1

Show graphically and explain why there are potential gains from trade.
Explain under what circumstances there are no gains from trade.
Discuss how the gains from trade may be realized.

Problem 2

What distinguishes the Specific Factor model from the Heckscher-Ohlin model?
What do the two models tell us about the impact of international labor migration on
production and factor prices? Who gains and who loses because of migration?
Discuss and show graphically.

Problem 3
Can import tariffs be used as a tool to maximize the gains from trade? Discuss and show
graphically.




