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1. Critically explain the instrument-quantity theory of international trade. 14
OR
1. Critically explain the comparative cost differential theory of international trade. 14
2. Discuss J.S. Mill’s theory of reciprocal demand. 14
OR
2. Explain the meaning and various concepts of terms of trade. 14
3. State the advantages and disadvantages of free trade policy. 14
OR
3. Explain the Child Industry argument of protection trade policy. 14
4. What is flexible exchange rate ? State its advantages and disadvantages. 14
OR
4.  Critically explain the purchasing power parity theory of exchange rate. 14
5. State True/ False : 14
Note : (1) Answer any seven.

(2) Two marks for each question.
(1) David Ricardo gave the theory of comparative cost differentiation.

(2) International markets are distinct from internal markets.
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The concept of terms of trade is associated with international trade or exchange.
International trade enables the acquisition of scarce goods.

“Child industries mean industries in their infancy in terms of development.”
Developed countries exploit poor countries in free trade.

Exchange rate is the rate of conversion of one currency into another currency.

The internal price level and exchange rate of a country are closely related.
Economic development between two countries can be compared by the principle

of purchasing power parity.

(10) Large industrialized countries harm other countries by dumping policies.

(11) International trade develops a sense of world brotherhood.

(12) Principle of reciprocal demand is given by J.S. Mill.
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1. Evaluate David Ricardo’s theory of comparative cost-benefit. 14
OR
1. Explain Heckscher — Ohlin’s principle of means-proportion difference with limitations. 14
2. Explain Marshall — Edgeworth’s theory of offer curve with diagram. 14
OR
2. State the factors affecting the sharing of benefits from international trade. 14
3. What is free trade ? Discuss the merits and demerits of free trade. 14
OR
3. Discuss the Arguments, for and against protection policy. 14
4.  Explain the purchasing power parity principle of exchange rate with limitations. 14
OR

4.  State the advantages and disadvantages of flexible exchange rates. 14
5. MCQs. 14

Note : (1) Answer any seven.

(2) Two marks for each MCQ.
(1)  Which economist gave the principle of absolute cost-benefit ?
(a) David Ricardo (b) Adam Smith
(2) In internal trade the question of does not arise.
(a) Economic Policy (b) Balancing
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Which is the most important factor affecting international trade ?

(a) Cost of production (b) Equipment demand

At which stage of economic development is the terms of trade more likely to
become unfavourable ?

(a) Primary (b) Backward

Which of the following factors does not affect the terms of trade ?

(a) Depreciation (b) Immigration

By offer curve  economist has explained the terms of trade.
(a) Ricardo (b) Marshall

What is the tax for goods that cross the border of the country ?
(a) Import duty (b) Income tax

What should be the protection afforded to child industries ?

(a) Short term (b) Medium term

What does Protection promote ?

(a) Division of labour (b) Self-reliance

What is exchange rate ?

(a) Price of money (b) Extrinsic value of money
When does the question of exchange rate arise ?

(a) In international trade (b) In government trade

From which year the variable exchange rate system came into force in the world ?
(a) 1974 (b) 1991




