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 Part – I 
Answer any three of the following questions. All questions carry equal marks. 
1. Explain the importance of international trade. 14 
2. Critically explain the comparative cost advantage theory of international trade.  14 
3. Explain the meaning of terms of trade and various concepts of it.  14 
4. Explain the terms of trade which can be determined with the help of offer curve.  14 
5. What is flexible exchange rate ? Discuss its advantages and disadvantages.  14 
6. Critically explain the purchasing power parity theory of exchange rate.  14 
7. What is free trade ? Discuss the advantages and disadvantages of free trade.  14 
8. Discuss infant industry and employment arguments in favour of protection.  14 
 

Part – II (Compulsory) 
Instruction : Answer any four MCQ : 8 
9. (1) The international trade theory which was formulated by Adam Smith is  
   (a) absolute cost (b) equal cost   (c) fixed cost 
  (2) Trade between Rajasthan and Gujarat is called  
   (a) Internal trade (b) Inter cities (c)  International trade 
  (3) Which factor does not influence the terms of trade ? 
   (a) Import (b)  Devaluation (c) Political relations 
  (4) The concept of income terms of trade is given by  
   (a) Prof. Viner (b) Prof. Taussing  (c) Prof. Dorra  
  (5) Which economist argues infant industries in protection policy ?  
   (a) Adam Smith (b) Friedrich List  (c) Hicks  
  (6) Which of the following is not a protection tool ?  
   (a) Import quota (b) Import tariff (c)  Contract of goods 
  (7) Rate of exchange means ? 
   (a) Price of money (b)  Price of commodity(c) External value of currency 
  (8) Who propounded purchasing power parity theory of exchange rate ?  
   (a) Nurkse  (b) Gustav Cassel  (c) Ricardo 
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 Part – I 
Answer any three of the following questions. 
1. Critically discuss the factor endowment theory of International Trade.  14 
2. Explain the meaning of terms of trade and various concepts of terms of trade.  14 
3. What is free trade ? Discuss the arguments for favour and against free trade.  14 
4. World Trade Organization (WTO) and India.  14 
5. What is flexible exchange rate ? Explain its advantages and disadvantages.  14 
6. Explain the theory of demand and supply for the determination of rate of exchange.  14 
7. What is balance of payments ? Explain difference between balance of trade and balance 

of payments.    14 
8. Explain the causes of disequilibrium in balance of payment.  14 
 

Part – II (Compulsory) 
9. Answer any four MCQ : 8 
  (1) Absolute cost theory was propounded by  
   (a) Ricardo (b) Adam Smith  (c) J.S. Mill  
  (2) International trade is the outcome of  
   (a) division of labour (b) political relations (c)  co-operation   
  (3) The eighth round of GATT is known as _____ round. 
   (a) Uruguay  (b)  I.M.F.  (c)  Marshall  
  (4) World Trade Organisation (WTO) came into force from _____.  
   (a) 1990 (b) 1995  (c) 1998  
  (5) Who propounded the theory of purchasing power parity ? 
   (a) Marshall  (b) Ricardo  (c) Gustav Cassel  
  (6) In a free market the flexible exchange rates are determined by _____. 
   (a) Demand  (b) Supply (c)  Demand & Supply   
  (7) Balance of trade show balance sheet of what types of import – export ?  
   (a) Material goods (b)  Non-material good (c)  Consumption goods  
  (8) Balance of payments (B.O.P.) has _____ accounts. 
   (a) 2 (b) 3  (c) 4  
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