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Question 1: Regional Economic Integration (15 pts).

a) List and define (at least) three types of regional economic integration.
b) Discuss the problems inherent in each of the types you listed under a).
c) Explain the concepts of trade creation and trade diversion using a (sufficiently labelled and well

explained) diagram.

Question 2: Factor Mobility (15 pts).

a) Using the Neary-bucket, show that factor mobility increases economic efficiency.
b) How does factor mobility affect taxation? Which factor, the mobile or immobile, ultimately

tends to pay the tax?
c) Let us apply the analysis from a) to capital mobility. How can the results be used as an argument

against structural funds?

Question 3: The EU Budget (15 pts).

a) Explain the main components on the revenue side of the EU budget.
b) Explain the EU's main expenditures.
c) How does the EU's budget differ in scope and composition from a typical country's budget?

Question 4: Common Agricultural Policy (15 pts).

a) What are the aims and instruments of the EU's Common Agricultural Policy?
b) Graphically explain the effect of a price guarantee for an agricultural product that is (also)

imported. Why is the EU considering moving to direct subsidy payments?
c) What are the long-term effects of the price guarantees that have been in place for decades?

Question 5: Monetary Union (15 pts).

a) Explain the economic advantages of a monetary union.
b) Explain the economic disadvantages of a monetary union.
c) What problem arises in a monetary union should one of its member countries go bankrupt? How

can interest rates on government bonds be used to predict what happens in such a case.

PS: if time permits, please provide feedback on the Neal/Barbezat text we have used (no credit).


