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1. Explain with illustration, the comparative cost theory of International Trade. What are
the limitations of this theory ? 14
OR
(a) Explain Prof. J. S. Mill’s theory of reciprocal demand. 7
(b) Meaning of International trade and explain its importance. 7
2. (a) Explain advantages of free trade.
(b) Explain arguments of employment in favour of protection. 7
OR
Write a short note : (Any two)
(a) TRIPs
(b) India and WTO 7
(c) GATT agreement
3.  Discuss the Purchasing Power Parity theory of exchange rate and analyse its
limitations. 14
OR
(a) Describe the disadvantages of Flexible exchange rate.
(b) Explain :- Fixed exchange rate.
4.  What is Balance of Payment ? Give the causes of disequilibrium in Balance of
payment. Discuss the remedies to remove the disequilibrium. 14
OR
(a) Write a short note on devaluation of currency. 7

(b) Explain : Current account, capital account and reserve account.
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5. Answer the following multiple choice questions.

(1) Absolute cost advantage theory was propounded by

(a) Marshall (b) Ricardo
(c) Mill (d) Adam Smith
(2) International trade is the outcome of
(a) Political relationships (b) International division of labour
(c) Co-operation (d) Culture
(3) Which factor does not influence the terms of trade ?
(a) Import (b) Tariff
(c) Devaluation (d) Political Relation
(4) 'Who propounded the theory of factor endowment ?
(a) J.S.Mill (b)  Hecksher-Ohlin
(c) Adam Smith (d) Hebrlar
(5) When was World Trade Organization established ?
(a) 1 February 1995 (b) 1 January 1995
(c) 1February 1996 (d) 1 January 1996
(6) Whose name is related with the argument to give protection to the Infant Industry ?
(a) Fedric List (b) Hamilton
(c) Henry Chals (d) Fridman
(7)  What can be determined by demand and supply of foreign currency ?
(a) Exchange Rate (b) Interest Rate
(c) Wages (d) Rate of Rent
(8) Which one of following is related to Purchasing power parity ?
(a) Paper (b) Gold
(c) Silver (d) Metal
(9) How many accounts are there in the Balance of Payment ?
(a) One (b) Two
(c) Three (d) Five

(10) What is Exchange Rate ?
(a) Government itself reduces the value in fixed rate
(b) Because of market factors
(c) By import restriction
(d) Export encouragement
(11) Mint parity theory is valid under .........

(a) Bimetallism (b) Inconvertible paper money standard
(c) Any circumstances (d) Gold Standard
(12) Who propounded the theory of purchasing power parity ?
(a) Nurkse (b) Marshall
(¢) Gustov Cassel (d) Ricardo
(13) If the import of physical goods is greater than export, then Balance of trade is .....
(a) Adverse (b) Favorable
(c) Balanced (d) Neutral
(14) Where is the headquarter of World Trade Organization ?
(a) Geneva (b) New-York
(c) Paris (d) Tokyo
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