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Seat No.:

EL32-4

M. Com., Sem —1I

412: International Economy and Policy

Note: Each question carries an equal weightage of 14 Marks.

1(A).

1(B).

2(A).

2(B).

3(A).
3(B).

4(A).

A(B).

(M

@

Using the Ricardian Theory of Comparative Advantage, explain why two countries can benefit

from trade even if one country is more efficient in producing both goods. [14]
OR

Explain the causes and consequences of international labour movement and how does this

movement affect both source and host countries? [07]

Intra-industry trade reflects preduct differentiation and economies of scale, while inter-industry

trade reflects comparative advantage.” Discuss the validity of this statement. [07]

Explain how an increase in the money supply in the home country can lead to the depreciation of

its domestic currency. [14]
OR

Discuss how an appreciation of the domestic currency affects the competitiveness of domestic

goods in international markets. [07]

What is a fixed exchange rate system? How does the government intervene to maintain a fixed

exchange rate? [07]

Critically assess the impact of tariffs on domestic and international economies. Your response
should evaluate the costs and benefits of tariffs, their effects on economic welfare, and the

distribution of gains and losses among different stakeholders. [14]
OR

What is economic dualism? Briefly explain its relevance to international trade. [07]

How do international trade agreements and negotiations help promote global trade? [07]

Discuss the performance and policy-related challenges of the global capital market. [14]
OR

What are the current challenges faced by the Euro Zone, and what does the future hold for the

currency union? [07]

Explain the Policy Trilemma (also known as the Impossible Trinity) faced by open economies.

[07]

MCQs: (Write any Seven) [14]

According to the Heckscher-Ohlin theory, a country will export goods that:
Use its scarce factors intensively

Use its abundant factors intensively

Have high transportation costs

Are highly subsidized by the government

oOwp

In a standard trade model diagram, the Production Possibility Frontier (PPF) is typically:
A straight line showing constant opportunity cost

A bowed-out curve reflecting increasing opportunity costs

A vertical line indicating no trade possibility

A horizontal line representing fixed production

oSOowmp
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(3) Assertion (A): A surplus in the current account leads to an increase in foreign exchange
reserves.
Reason (R): A current account surplus implies that a country earns more from exports than it
spends on imports.
A. Both A and R are true, and R is the correct explanation of A
B. Both A and R are false, but R is not the correct explanation of A
C. Ais true, but R is false
D. Ais false, but R is true

@ Which of the following countries has its currency officially pegged to the Indian Rupee?
A. Bangladesh :
B. Nepal
C. Both Aand B
D. Sri Lanka

5 The LM curve in the IS-LM-FE model shows equilibrium where:
A. Investment equals saving
B. Net exports equal zero
C. Money demand equals money supply
D. Capital inflows match capital outflows

6) The theory of Customs Union is mainly concernad with:
A. Balance of Payments
B Trade Creation and Trade Diversion
C. Currency Valuation
D. Import Substitution
N Dispute between the United States and Venezuela regarding gasoline exports was related to:
A. Labor standards
B Cultural differences
C. Environmental standards in trade
D Export subsidies
1t [n the context of import quotas, what does the term 'quota rent’ refer to?
A. The tax imposed on imported goods
B. The profits earned by import license holders due to price differences
C. The fee paid by exporters to obtain import licenses
D. The cost incurred by consumers due to limited imports
€) Which global monetary sysiem was in use before 1875, and how were exchange rates typically
determined during that period?
A. A fiat currency system where governments set currency values independently
B. A barter system with no standardized currency for trade
C. A bimetallic standard using both gold and silver, with exchange rates based on
metal content
D. A decentralized cryptocurrency system with market-driven valuations

(10)  which of the following is not one of the goals of Policy Trilemma for open economies?
Capital controls

Currency board

Floating exchange rate

Monetary policy autonomy

Cowp
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