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UNIVERSITY OF ECHAHID HAMMA LAKHDAR

Faculty of Economic, Commercial and Management Sciences

Level: Master 1 Finance and International Trade Name:......oovevveeiianannn.

Most economists believe in free trade - that people and companies should be able to buy goods from all
countries, without any barriers when they cross frontiers.

The comparative cost principle is that countries should produce whatever they can make the most cheaply.
countries will raise their living standards and income if they specialize in the production of the goods and
services in which they have highest relative productivity: the amount of output produced per unit of an input
(e.g. raw material, labour).

Countries can have an absolute advantage - so that they are the cheapest in the world, or a comparative
advantage - so that they are only more efficient than some other countries in producing certain goods or
services. this can be because they have raw materials, a particular climate, qualified labour (skilled workers),
and economies of scale - reduced production costs because of large -scale production.

« Answer the following questions according to the text.(10pts)
1-What is the comparative cost principle?

3-Extract from the text the conditions necessary for a country to achieve the absolute or a comparative
advantage.

4-Give the synonyms of the following words:
Effective =....oovviviiiiiiiiiiiiinnen PrOGUGES ™ s e v v sresisse v s s e s woisiitis a3 51 1
5-Give the antonyms of these words:

EXpPensive #....ovvneveirinininnrnenenns (0655 G <0 =

A3



Link the following words with their definitions.(4pts)

Trade Surplus * All the money a person receives or earns as payment.
Rent * The money received for working extra time.
Overtime * A country that exports more goods than it imports.
Personal finance * The money paid for the use of a house or flat.
Translate the following terms into Arabic.(6pts)

The comparative oSt PHRCIPIE cxwwwmser sy s s wmmvn e
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