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Note : Attempt questions from each section as per 

instructions given. 

SECTION A 

Answer any two questions from this section. 	2x20=40 

1. (a) What is the main difference between tariff 

and non-tariff barriers to trade ? What are 

the benefits and costs of a tariff? 

(b) Explain how large countries can gain by 

imposing tariff restrictions on imports. 

Distinguish between the terms, 'prohibitive' 

tariff and 'optimum' tariff. 

2. (a) Explain the logic underlying the infant 

industry argument for restricting imports. 

Do you think developing countries should 

use protectionist measures to attract inflows 

of Foreign Direct Investment (FDI) ? 
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(b) What do we mean by the term 'dumping' ? 

Why do countries impose anti-dumping 

duties ? 

3. (a) What do you mean by balance of payments ? 

Distinguish between current and capital 

accounts of balance of payments. What 

items are recorded in capital account of 

balance of payments ? 

(b) Explain the statement "Balance of payments 

always balances". 

4. (a) Describe the salient features of floating 

exchange rate regime since 1973. Why is the 

central bank's frequent intervention in the 

foreign exchange market necessary under 

floating rate regime ? Why is the exchange 

rate regime since 1973 known as hybrid 

system as well as non-system ? 

(b) Critically discuss the relative merits and 

demerits of fixed and floating exchange rate 

regime. 
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SECTION B 

Answer any five questions from this section. 	5x12=60 

5. What theorem is derived from the assumption in 

the Heckscher-Ohlin model that the two 

countries share the same technology and that 

markets are perfectly competitive ? Discuss this 

theorem. 

6. Critically examine the nature of strategic trade 

theory. 

7. What do you understand by the term 'free trade' ? 

Discuss the relationship between globalisation 

and free trade. 

8. Explain the concept of terms of trade. What are 

its various forms ? Why was the analysis given 

by Prebisch criticised ? Discuss. 

9. Distinguish between trade creation and trade 

diversion. "Trade creation is always welfare 

increasing while trade diversion may be welfare 

reducing." Explain. 

10. Explain the formation and growth of European 

Union. 
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11. What were the main causes of BOP crisis in 

India which led to reforms in 1991 ? 

12. What are the current issues concerning India in 

WTO ? Are multilateralism and regionalism 

compatible ? 
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