Comments on the exam by candidate 10031 in 
SØK 2006 International Trade
Spring term 2016
The exam question was:
Suppose we have an economy with two production sectors and three factors of production. The three factors of production are labor, land and capital. Of these only labor is mobile between the sectors. One of the sectors uses labor and land in production, while the other uses labor and capital. Discuss how international trade affects this economy, and put special emphasis on how the distribution of income is affected.
General comments
In general, the question is best addressed with the model laid out in chapter 4 in the book (International Economics, Krugman, Obstfeld and Melitz, tenth edition). Production functions and marginal products of labor should be explained, and the production possibility frontier established. It is important that the slope of this is discussed, and that the intuition for the slope is provided. Then how production and factor prices are determined should be discussed, as well as how this is affected by changes in relative prices. Here it is important that the effects on income distribution are traced out. The model can then be opened to trade, and the answers to the question discussed. It is important to show the calculations and not just draw the figures, and moreover that the figures in a convincing way are able to explain the intuition for the results and mechanisms.

Specific comments

On this background, the answer provided by candidate 10031 is nice and well dispositioned. First the framework is set out, the production functions discussed, and the labor market equilibrium worked out. On page 4, the candidate could have explained in more detail why the value of the marginal product has to equal the wage (e.g. shown that this results from profit maximization, or better explained the intuition). The discussion of the figures on pages 5 and 6 is nice, and importantly a good job is done in finding the production possibility frontier on page 7 (and discussion on page 8). 
Then the relative supply and demand are worked out, which is also nice. A bit more could have been said on the relative demand curve, although the crucial property that preferences are assumed to be the same is mentioned on page 11. The discussion of different supply curves home and abroad on page 12 is nice. The discussion of income distribution on pages 13 and 14 shows that the candidate understands the forces at play. And the conclusion on page 18 allows a nice summary.
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