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MASTER OF ARTS (ECONOMICS)

Term-End Examination

December, 2018 04241

MEC-007 : INTERNATIONAL TRADE AND

FINANCE
Time : 3 hours Maximum Marks : 100

Note : Attempt questions from each section as per the
instructions given.

SECTION - A

Answer any two questions from this section :
2x20=40
1. With reference to International Trade theory

explain the following :
(@) Product Life Cycle.
(b) Gravity Model of Trade.

2. Define the term Balance of Payments (BOP). What
are its components ? Explain the autonomous and
accommodating items in the capital account of
the balance of payments.

3. Distinguish between nominal rate of protection
and effective rate of protection. What are the
implications when the effective rate of protection
is:

(@) equal to the nominal rate of protection;

(b) greater than the nominal rate of
protection; and
(€) negative
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4. Discuss the role and functions of external debt in
the case of developing economies. Point out the
factors that led to the shift of investment spending
from the developed to the developing countries.

SECTION - B
Answer any five questions from this section. 55x12=60
5.  What does capital account convertibility imply ?
Why has India been slow on capital account
convertibility ?

6. Explain the trends in India’s trade in services since
1991.

7.  Critically discuss Prebisch’s argument on the
behaviour of the terms of trade in the case of
developing countries.

8.  Whatis ‘trade in services’ ? Explain the different
modes of ‘trade in services’ as mentioned in the
General Agreement on Trade in Services (GATS).

9.  What are the current issues regarding agriculture
and services sector concerning India in WTO ?

10. “Tradecreationis always welfare increasing while
trade diversion may be welfare reducing.”
Critically examine this statement.

11. Discuss Leontief’s paradox. Do you think it
invalidates the Heckscher-Ohlin theory of
International Trade ?

12. What is Purchasing Power Parity Theory for
exchange rate determination ? Explain the
difference between the Relative and Absolute
Versions of this theory.
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