Assignment 1


Rumania joined the European Union in 2007. Some people argue that having Rumania as a member in the Union is not economically beneficial for the rest of the union. The argument rests on the assumption that Rumania has no natural resources to sell and is less efficient in everything they do. That is, everything can be produced better and cheaper in other member countries. Therefore, trade with Rumania is not beneficial. Let’s assume that this assumption is correct (of course, in reality it is not). 

[bookmark: _GoBack]Please answer the following 2 questions on no more than 1 page:

1. Briefly explain David Richardo’s theory of comparative advantage.
2. Using the theory of comparative advantage, how do you assess the above argument that having Rumania as a member is not economically beneficial for the rest of the union.

