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1. (A) Explain the comparative cost advantage theory of Ricardo. 6
OR

Discuss Factor Endowment theory of Heckscher — Ohlin.

(B) Describe the factors affecting International Trade. 4
OR

State the demerits of International Trade.

(C) Explain the main points of difference between internal and external trade. 4
OR

Explain the concept of absolute cost advantage.

2. (A) Whatis an offer curve ? Explain the offer curve theory of the terms of trade. 6
OR

What is the terms of trade ? State the factors affecting terms of trade.

(B) Discuss the main causes of disequilibrium in the balance of payment. 4
OR

Write a short note on devaluation of currency.

(C) Briefly explain Prof. Mill’s theory of Reciprocal Demand. 4
OR

Differentiate : Balance of Payment & Balance of Trade.
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What is Free Trade ? Examine the arguments against the free trade.
OR
State the meaning and types of Tariffs.

Write a short note on anti-dumping policy.
OR

Examine the argument of infant industry in favour of protection.

Briefly explain the concept of Import Tariff and Import Quota.
OR

Write a short note on optimum tariff.

Discuss the merits and demerits of fixed exchange rate system.
OR

Discuss critically the purchasing power parity theory of exchange rate.

State the relation between Exchange Rate and Interest Rate.
OR

Write a short note on flexible exchange rate system.

Differentiate : Gold Import Point and Gold Export Point.
OR

How does the inflation affect the exchange rate ?

5. Multiple Choice questions : (MCQ)
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Absolute cost advantage theory was propounded by
(a) Ricardo (b) Marshall
(c) Adam Smith (d) Mill

International trade is not possible in a situation of
(a) Absolute cost difference

(b) Comparative cost difference

(c) Equal cost difference

(d) Zero cost difference
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(3) Who propounded the theory of offer curves ?
(a) Marshall-Edgeworth (b) Mill
(¢) Ricardo (d) Heckscher

(4) Which factor does not influence the terms of trade ?
(a) Import (b) Tariff

(c) Devaluation (d) Political Relations

(5) Who propounded the theory of purchasing power parity ?
(a) Nurkse (b) Gustav Cassel
(c) Marshall (d) Ricardo

(6) Who propounded the theory of reciprocal demand ?
(a) Marshall (b) Mill

(c) Ricardo (d) Taussing

(7) Automatic adjustment in the balance of payments through income changes has

been explained by
(a) Marshall (b) Samuelson
(c) Keynes (d) Kindleberger

(8) In which of the following items the Government of India spend the highest rate

of subsidy ?
(a) Petroleum (b) Fertilizer
(c) Cement (d) Car

(9) Mint Parity theory is valid under
(a) Goods money (b) Paper money
(¢) Gold Standard (d) Credit money

(10) Which of the following presents a real picture of the overall economy of the
country ?

(a) Balance of trade
(b) Balance of payment
(c) Stock of gold with the country

(d) Currency reserves
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International trade is the outcome of
(a) Political relationship

(b) International division of labour
(c) Co-operation

(d) Culture

The concept of income-terms of trade is given by
(a) Viner (b) Marshall
(¢) Prof.Dorrance (d) Taussing

How many accounts are there in the balance of payment ?
(a) One (b) Two
(c) Three (d) Five

Rate of exchange means
(a) Internal value of currency (b) External value of currency

(c) Price of money (d) Price of commodity



