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1. Critically evaluate Ricardo’s theory of comparative cost in International Trade.
OR
(a) State Leontief Paradox.

(b) Explain Factor price equalization theorem.

2. Do you think that terms of trade is becoming favourable/unfavourable to developing
nation ? Why ?

OR

Explain the different types of terms of trade with the importance of terms of trade.

3. Discuss the similarities and dissimilarities between Tariff and Import quota.
OR
(a) Critically evaluate ‘Effective Rate of Tariff’.

(b) Explain Infant industry argument in favour of protection.

4.  Critically evaluate the various agreements under WTO.
OR

Explain trade creation and trader diversion under customer union.

NB-131 5 P.T.O.



5.  For the following each question, select the best answer and write only its number

(a, b, c or d) against the question number in your answer sheet. For example if the answer
for Q. 1 is ‘a’ then write Q. 1 = a.
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Countervailing duties levied by any government are imposed to offset

(a) foreign dumping of goods in the country

(b) subsidies granted to foreign firms that export to the country

(c) “buy national” policies of foreign governments

(d) stringent environmental regulations of foreign governments

All of the following are fundamental to the World Trade Organization except
(a) bilateral tariff reductions to promote trade liberalization

(b) the use of the most favoured nation caluse (normal trade relations)

(c) non-discrimination in trading relationships

(d) the prohibition of import quotas and export quotas

such as the escape clause, provide temporary protection to domestic
industries facing competition from fairly traded foreign goods.

(a) Generalized system of preference
(b) Countervailing duty

(c) Domestic content

(d) Safeguards

Which round of international trade negotiations resulted in the creation of the
World Trade Organization ?

(a) Kennedy Round of 1964-1967

(b) Tokyo Round of 1973-1979

(c) Uruguay Round of 1986-1993

(d) Doha Round of 2003-2007

Economic sanctions

(a) are prohibited by the World Trade Organization

(b) affect international trade but not international financial flows
(c) involve restrictions on imports, but not exports

(d) involve restrictions on imports, exports and financial flows
6



(6) For strengthening international competitiveness of developing nations, many

(7

8)

®)

(10) To be considered a good candidate for an export cartel, a commodity should :
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industrial nations

developing nations under the :

(a)
(b)
(©)
(d)

international commodity agreement program
multilateral contract program
generalized system of preferences program

export led growth program

The Generalized System of Preferences (GSP) program allows

(a)

(b)

©
(d

The implementation of a common market involves all of the following except :

(a)
(b)
(©)
(d)

have granted non-reciprocal tariff reductions to the

developing country exports to advanced countries to receive preferential

tariff treatment

developing country imports from advanced countries to receive

preferential tariff treatment
any developing country to ignore the most favoured nation clause

any advanced country to ignore the most favoured nation clause

elimination of trade restrictions among member countries
a common tax system and monetary union
prohibition of restrictions on factor movements

a common tariff levied in imports from non-members

Concerning the hypothesis that there has occurred a long-run deterioration in

the developing countries’ terms of trade, empirical studies provide :

(a)
(b)
(©
(d)

(a)
(b)
(©)
(d)

mixed evidence that does not substantiate the deterioration hypothesis
overwhelming support for the deterioration hypothesis
overwhelming opposition to the deterioration hypothesis

any of the above

be a manufactured good
be a primary product
have a high price elasticity of supply

have a low price elasticity of demand
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Specific tariffs are collected as

(a) fixed amount of money per unit traded
(b) a percentage of the price of the product
(c) apercentage of the quantity of imports
(d) all of the above

The effective rate of protection

(a) distinguishes between tariffs that are effective and those that are
ineffective.

(b) is the minimum level at which a tariff becomes effective in limiting
imports.

(c) shows how effective a tariff is in raising revenue for the government.

(d) shows the increase in value added for domestic production that a
particular tariff structure makes possible, in percentage terms.

If a tariff and import quota lead to equivalent rise in the domestic price of steel,
then

(a) the quota results in efficiency reductions but the tariff does not

(b) the tariff results in efficiency reductions but the quota does not

(c) they have identical impacts on how much is produced and consumed
(d) they have identical impacts on how income is distributed

The comparative advantage model of Ricardo was based on

(a) intraindustry specialization and trade

(b) interindustry specialization and trade

(c) demand conditions underlying specialization and trade

(d) income conditions underlying specialization and trade




