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1. "Economic growth and development principally depends on the interest rate of the 

economy. Therefore, interest rate determination is the key in achieving economic 

prosperity." 

i . Explain the economic role of the interest rate and its business impact, using goods and 

financial market perspectives. 

(10 Marks) 

i i . Explain the impact of fiscal and monetary policies in interest rate determination. 

(10 Marks) 

(Total 20 marks) 

2. "Nature of economic decisions of the government mainly depends on its political 

ideology." 

How do different political ideologies of governments affect the business competitiveness? 

Explain with real world examples. 

(20 Marks) 
3. Assume that Sri Lanka entered into an economic integration with India in the form of a 

common market. 

Identify the possible socio-economic impact of such an initiative on the economy of Sri 

Lanka. (Clearly state the assumptions you used in this analysis.) 

(20 Marks) 

l 



4. "Inflation rate and interest rate differentials across countries stimulate cross-border 

transactions between countries." 

Critically evaluate the above statement, explaining the role of foreign exchange rate 

market and transactions in promoting and controlling such cross-border transactions. 

(20 Marks) 

5. "Privatization, liberalization and deregulation are the fundamental requirements of the 

World Bank in eradicating poverty and minimizing inequality in developing countries." 

Do you think that the above objectives are achievable through market friendly economic 

policies? Justify your answer. 

(20 Marks) 

6. "Firms can break up their value chains and locate each discrete activity according to 

comparative advantage than geographical convenience." 

i . Based on the above statement, explain the nature of globalization of production using 

an appropriate example. 

(10 Marks) 

i i . How does the International product life cycle model provide the background and 

foundation for the above global practice? Explain. 

(10 Marks) 

(Total 20 marks) 

7. i . Most recent foreign direct investment (FDI) inflows have been targeting the emerging 

economies of South, East, and Southeast Asia. 

Identify the causes behind such a trend using real world examples. 

(10 Marks) 

i i . Why should developing countries like Sri Lanka focus more on attracting FDIs for 

their economic growth and development? 

Explain your answer with possible socio-economic consequences. 

(10 Marks) 

(Total 20 marks) 
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