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Course outcomes
1.  Be familiar with the theories of international trade
2. Able to analyze the economic effects of policy intervention in international trade
3. Examine the instruments and consequences of trade policy measures
4. Asses the functioning of different trade blocs at the global level
5. Undertake research on issues relating to foreign trade and investment

                                                               Part A                               (10 x 1/2 = 5)               	                     
                                               Choose the correct answer
1. Modern trade theory is developed by                                                           CO1k1
     a. Adam Smith      b. Heckscher and Ohlin      c. David Ricardo    d. Karl Marx
2. According to Rybczyski theorem commodity price should be                           CO1k2
     a. constant        b. increasing        c. decreasing        d.either increasing or decreasing
3. The terms of trade of developing countries have a secular tendency to            CO2k1
     a. improve                                                 b. deteriorate   
     c . first improve and then deteriorate           d . remain the same
4. A tariff will improve terms of trade of                                                             CO2k1
     a. the opposing offer curve is less than unity and but greater than zero
     b. the elasticity of the opposing offer curve is greater than unity but less than infinity
     c. the elasticity of the opposing offer curve is equal to unity.
     d. the elasticity of the opposing offer curve is equal to zero.
5. The exchange rate system that is followed in India is                                        CO3k1
   a. fixed Exchange rate system                   b. flexible exchange rate system
   c. managed float system                            d. none of the above
6. A key effect of devaluation is that it                                                              CO3k2
    a. makes the domestic currency cheaper relative to other currencies.
    b. makes the domestic currency dearer relative to other currencies.
    c. makes the foreign currency cheaper relative to other currencies.
    d. leaves the relative value unchanged
7. The European Union (EU) is located in                                                          CO4k2
a. Europe                     b. India               c. china                d. USA
8. NAFTA agreement came into force on January 1---------------                           CO4k2
     a. 1984                        b.1994                     c.2004                d.2014   
9.  GATT was made in the year ………………..                                                     CO5k2
        a. 1945                      b. 1947                  c.1950                   d. 1951  
10.   WTO, which replaced the GATT came into effect from____                      CO5k2
        a. January 1991          b. January 1995         c. April 1994         d. May 1995     





                                          
                               Part B		                      
                                                   Answer the following   		(5 x 4 = 20)
Each answer should not exceed 200 words or one page

11.a)   Explain David Ricardo comparative advantage theory                          CO1 K3
(or)
11.b)   Write a note on Rybczynski Theorem.				      CO1 K2

12. a)   What is free trade?                                                                        CO2 K2
(or)
12.b)	Write a note on non-tariff barriers                     	                         CO2 K2

13.a)   Write short note on  fixed exchange rate	                                   CO3k3                                                   
                  (Or)
13.b)   Explain devaluation                                                                     CO3k3
14.a)   List out the Advantages of trading blocs                                           CO4k4
                           (or)
14.b)   Trace out the welfare effects of customs union.                              CO4 K2 

15.a)    What is WTO? Explain its objectives                                             CO5 K2
(or)
15.b)   What are the objectives of Trips agreement?                                  CO5 K2

                                                                            PART-C             (5 X 7 = 35)

                                                            Answer the following						Each answer should not exceed 600 words or three pages
  
16.a)   Critically explain Kravis theory of international trade theory                             CO1 K5                                                                                          

(or)
16.b)    Discuss the Heckscher-Ohlin's theory international trade                                 CO1 K2                                                                                          
       

17.a)    Describe the various gains from trade. How will you measure them?                C02k2                                                                                         

(or)
17.b)    Explain the different types dumping				                            C02k2

18.a)    Illustrate the components of balance of payments.                                        C03k3

                                                              (or)
	      
18.b)    Explain foreign trade multiplier                                                                   C03k2
         
19.a)    Describe the functions of SAARC.                                                                C04K2
(or)
19.b)    What is economic integration? Why it is needed?                                          CO4k1

20.a)    Explain the functions of WTO.                                                                    C05K2
(or)
20.b)    Describe the Highlights of India’s EXIM Policy 2002-07                                   C05K2
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                                                                          Part A                     (10 x 1/2 = 5)                	        Circle the correct answer
1.   b. Heckscher and Ohlin             2.    a. constant               3. b. Deteriorate   
4.  a. the opposing offer curve is less than unity and but greater than zero
 5.  c. Managed Float system       
 6. a. makes the domestic currency cheaper relative to other currencies.  
 7. a.  Europe                        8. b.1994              9.   b. 1947        10.  b. January 1995 
                               Part B		                      
		11.a) Explain  the David Ricardo comparative advantage theory
Comparative advantage. ... David Ricardo developed the classical theory of comparative advantage in 1817 to explain why countries engage in international trade even when one country's workers are more efficient at producing every single good than workers in other countries.	

     b. Write a note on Rybczynski Theorem.				
Rybczynski theorem states that if x is labor intensive and y is capital intensive, then for each p an increase in L leads to an increase in the equilibrium supply of x and a decrease in the equilibrium supply of y at price p

      12.a) What is free trade? 
               Free trade, also called laissez-faire, a policy by which a government does not      discriminate against imports or interfere with exports by applying tariffs (to imports) or subsidies (to exports). A free-trade policy does not necessarily imply, however, that a country abandons all control and taxation of imports and exports

      b)	Write a note on non-tariff barriers	 
Non-tariff measures (NTMs) are generally defined as policy measures other than ordinary customs tariffs that can potentially have an economic effect on internationaltrade in goods, changing quantities traded, or prices or both (UNCTAD/DITC/ TAB/2009/3)
     13.a)Write short note on  fixed exchange rate
Fixed exchange-rates are not permitted to fluctuate freely or respond to daily changes in demand and supply. The government fixes the exchange value of the currency. For example, the European Central Bank (ECB) may fix its exchange rate at €1 = $1 (assuming that the euro follows the fixed exchange-rate).
						
	 



  b) Explain devaluation 
Devaluation is the deliberate downward adjustment of the value of a country's money relative to another currency, group of currencies, or currency standard. Countries that have a fixed exchange rate or semi-fixed exchange rate use this monetary policy tool.
     14. a).List out the Advantages of trading blocks
· Tariff removal leads to trade creation – lower prices for consumers and greater opportunity for exporters.
· Increased trade enables increased specialisation – which gives benefits of economies of scale (lower average costs from increased output
	
		b) Trace out the welfare effects of customs union 

Pre-Union Tariff Rates: Such a situation will ensure net increase in welfare after the union is formed. On the opposite, the lower pre-union tariff barriers among the member countries are likely to cause greater trade diversion than trade creation so that there is a net reduction in welfare.

   15.a)What is WTO? Explain its objectives

World Trade Organization (WTO) is the only international organization dealing with the global rules of trade. Its main function is to ensure that trade flows as smoothly, predictably and freely as possible.
 
The WTO has six key objectives: (1) to set and enforce rules for international trade, (2) to provide a forum for negotiating and monitoring further trade liberalization, (3) to resolve trade disputes, (4) to increase the transparency of decision-making processes, (5) to cooperate with other major international economic ...
           
 b) What are the objectives of Trips agreement?
The objectives of the TRIPS Agreement are essentially aimed at strengthening certain aspects of the protection of intellectual property at the global level. The TRIPS Agreement establishes minimum standards in the field of intellectual property. 

PART-C 
16.a) Critically explain Kravis theory of international trade     
[bookmark: _ftnref15_7597]An important extension of international trade theory given by Heckscher and Ohlin is the availability approach to international trade. This approach was given by Irving B. Kravis in 1956. According to Kravis, it is the domestic availability or non-availability of goods that governs the pattern of trade
                                                                  
a. Discuss the Heckscher-Ohlin's theory international trad

he Heckscher-Ohlin theorem states that if two countries produce two goods and use two factors of production (say, labour and capital) to produce these goods, each will export the good that makes the most use of the factor that is most abundant.

       17. a   Describe the various gains from trade. How will you measure them?                                                                      
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How will you measure them?                                                                      
1) Differences in comparative costs; (2) increase in the level of national income; and (3) the    terms of trade.
      b).   Explain the different types dumping				

   1. Sporadic or Intermittent Dumping 2.Persistent Dumping3.Predatory Dumping

18 a) Discuss the components of balance of payments

	   The balance of payments has three components. They are the current account, the financial account, and the capital account. The current account measures international trade, net income on investments, and direct payments. The financial account describes the change in international ownership of assets.   
    b). Explain foreign trade multiplier    
          The foreign trade multiplier also known as the export multiplier operates like the investment multiplier of Keynes. It may be defined as the amount by which the national income of a nation will be raised by a unit increase in domestic investment on exports.    
19. a)   Describe the functions of SAARC 
                 Its role is to coordinate and monitor the implementation of SAARC activities, service the meetings of the association and serve as the channel of communication between SAARC and other international organizations.                                           
	
		b)  What is economic integration? Why it is needed?

Economic integration aims to reduce costs for both consumers and producers and to increase trade between the countries involved in the agreement
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  20. a) Explain the functions of WTO. 
(1) To act as a main body to promote multilateral trace system.
(2) Cooperative with other international bodies in the matters of international trade.
(3) To control harmful and unfair trade practices.
4) To promote barrier free trade.
(5) To mediate trade disputes among nations.
(6) Undertake action and suggest measures for smooth flow of trade
     b) Describe the Highlights of India’s Exim Policy 2002-07
1. Service Exports2. Agro Exports: Status 3.Holders: Hardware/Software: 4.Gems & Jewellery Sector: 5.Export Clusters: 6.Rehabilitation of Sick Units:7.Removal of Quantitative Restrictions:8.Special Economic Zones Scheme9.EOU Scheme10.EPCG SCHEME

	**************
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