1. Distinguish between Inter Regional and Inter National Trade,
Tha makn differences are factor immobility, natural resourcas, different Markets,
different currencies. The trade between different countries is called Imernational Trade
and trade between different regions of the same country Is called Inter-regional trade.

2. Give the meaning of Absolute Cost Advantage,
Evory country should specialize in the production of the net commaodity which it can
produce more cheaply than others and vise versa,

3. What is comparative advantage?
According to Ricardo each country will specialize in the production of those
commodities in which It has the greatest advantage or the least comparative
disadvantaga.

4. Defling The Labour Thaory of Value.
According to The Labour Theory of Value labour is the single kaclor in detemmining
cost of production or relative values of tha producl

5. Wnta the namea of tha book written by Bertal Ohlin.
“The Theory of Inter-Regional and Intemational Trade”,

6. What is Factor Endowment?
Tha richiness in the avaiability of factors which keep factor prices vary low is callad
Factor Endowment. It is the abundance of factors.

7. What is Leontiel Paradox?
This s anti thesis or an exemption to factor Endowment theory whars by labour
abundant countries exparting capital goods and capital abundant countries exporting
labour intansiva commodities.

B. What |z reciprocal demand?
It Is the mutual demand for the goods ol respective countries involved in trade. For
example Amencan demand for Indian goods and Indian demand for American goods.

8. Define terms ol Trade.
The erms of rade explains the condiicns under which intermational rade takes placa.
It explains the benelits from trade, the terms of trade are the ratio of exports o
imports.

10. Mention any three faciors determining terms of trade.
a. Nature of Products- primary products or manufacturing.
b. Elasticity of demand ar reciprocal demand.
c. Ability to find domestic substitutes for foreign goods.

11.What is Free Trade Policy?
According 1o Adam Smith Free Trade Policy refars to situation where there |s no
difference berwesn domestic goods and foreign goods and no encouragement to
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domastic goods and discriminatory policy on loreign goods. In genaral frea trade
policy represents free movemesnt of goods and services between the couniries without
any restrictions.

12.Mention any three benafits of free trade.
Wider markets, prevents monopolies, maximum consumer satistaction and optimum
utilization of resource.

13.What is prolectionism?
The term protection refers to a policy where by domestic industries are to ba protected
from foreign competition. |t relers 10 8 type of commercial policy represent mone
rastrictions on loralgn rada.

14. Give the maaning of Infant Industry Argumant.
Infant industry refers to newly established industries. They do not posses abilty to
faca foreign firms. The protaction given to such industries from foreign giam firms is
calied Infant Industry Argument. Nurse the baby, protect the child and tree the adult,

15. What is antl dumping?
Tha foreign goods dumped 1o domestic markets at very chaapear rates o gain markel
This will affect price competitio i . Therelare to avoid the dumping of
cheap foreign commodities to ermment impose huge tarifis or put
quantitative restriction.

16.What is pauper labour argume
Tha inflow of labour Inensive ur abundant countries destroys
higher wages and job opporfunities in capitalistic countries. Thersfore to protect
domestic labour from cheap labour countries s called pauper labour argument.



dgomeshc goods and discnminatory polcy on foreign gooas. In genaral iree irade
policy represents free movement of goods and services between the countries without
any restrictions.

12. Mention any three benafits of rea trade.
Wider markets, prevents monopolies, madimum consumer satisfachion and optimum
utilization of resource.

13. What is protectionismT
The term profection refers to a policy where by domestic industries are o be prolected
from foreign competition. It refers to a type of commercial policy represent more
restrictions on foreign trade.

14, Giva the meaning of Infant |ndustry Argument.
Infant indusiry refers to newly established industries. They do not posses ability to
face foreign firms. The protection given o such Industries from foreign giant firms s
called Infant Industry Argument, Nurse the baby, protect the child and free the adult.

15. What is anti dumping?
The foreign goods dumped to domestic markets at wery cheaper rates to gain markat.
This wall affect price competition of domestic goods. Thersfore (o avoid the dumping of
cheap foreign commaodities 10 domestic market govemmant imposa huga tarifls or put
quantitative restriction.

16. What is pauper labour argument?
The inflow of labour intensive commedities from labour abundant countries destroys
higher wages and job opportunities in capitalistc countries, Therefore to protect
domastic Iabour from cheap [abour countries is called pauper [abour argumant.

17. Whai are tariffs?
Tariffs refer to the tax Imposed on the goods exparted and imported. 1t is also called
impan duty.

18. Mantion any thres types of Tariffs.
a. Revenue tarnifts
b. Protactive tariffs
€. Singla column and doubla column ariis atc
d. Specific and advalerum.

19, Define optimum Taritfs.
It rafers to the maximum duties 1o be imposed on loraign goods without any
dislocations or hamiul effects,

20.What are Quotas?
Quotas refer o physical or guantitativa restnction on the goods imported and axporied
by the govemment. It s fiing quantity 1o be exported and imported and also licensing
syslam.

21.Mention any threa types of Cuolas.
Tariff quota, unilateral quota, bilateral quota, mixing quota, etc.

22, Detfing foreign exchangs,
It is nothing but foreign curmencies which are the means of intarnational paymants.

23.What is Exchange Rata?
The rate & which the foreign currencies are exchanged. It s the relative values of
loreign currencies. For example the value of rupee in terms of dollars and vice versa,

24, Distinguish between fixed and fiexible exchange rate.
Fixed axchange rate or an official rate of exchange remains constant for a parod of
time, But llexible exchange rate automaticaily changes regularly with changed market
condition.

25 What is pagging?
It is a system wheare the rat
particutar laval. In this system

ot be allowed to change over a
ially requiate axchange rata.

26. What is exchange controd?
The govemment will not allow free exchange of foreign currencies. There will be
regquiaticns on axchange of formign cumencios.

27 Distinguish betwean Balance of Payments and Balance of Trade.



22 Dafine foreign exchange.
It is nothing but foreign currendies which afe the means of infemational payments.

23.What is Exchange Rate?
Tha rate at which the foraign cumencies are axchanged. Il is the reiative values of
forelgn currencies. For example the value of rupee in terms of doiars and vice versa,

24. Distinguish between fixed and flexble axchanges mEms.
Fixed exchange mate or an official rate of exchange remains constant for & penod of

time. But fexible sxchangs rate auiomatically changes regulary with chanped market
conditian,

25.What is pegging?
It = a systemn where the rate of exchangs will not be allowed o change over a

particular kevel. In this system the central bank anficially regulste exchange rate,

26.What s exchange control?
The govermnment will not alow fres exchange of foreign cumencies. There will be
regulations on exchange of foreign currences.

27.Distinguish betwesn Balance of Payments and Balance of Trade.
The Balanca of Paymenis & a comprehensive account of Intemational Trade. It takes

into account all types of transactions of & country with the rest of the word. Where as.
the Balanca of Trade =kes only trade accounts or visibla and invisibie items of trade.

28. Mantion tha two Accounts in Intematicnal Trade.
Currant Account and Capital Account

29.Mention any three causes fof Balance of Payments disequilibrium.
Slow growth of expons, fasi increasa in imports, exchange rate mstability, inflation,
atc.

30.What Is devaluation?
It is an artificial reduction of the axemal valve of a cumency by the Central Bank or
Qovermment.

31.Give the meaning of Depreciation.
It represents deflation of the prices of domestic goods 10 INCrEaSS expons.

32.Wrile the names of Brettonwoods fwins.
IMF and IBRD (The Worid Banik)

33.What is intemational bquidity?
Mesting the demand for foreign currencies o ensure Intermnational Payments is callsd
Intermational Liquidity. .

34, . What are SDRS?
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An artificial drawing rates created by the IMF in the name ol member country to mest

the additional demand for foreign cumrences. It is also calied paper gold, becausse it
has to be accepted by all the couniries in payments.

International Economics - Question Bank

Part B Analytical type {5 marks)
1. Explain the mportance of Intemational Economics

2. Explain the Absolute Cost Advantage Theory of Adam smith,
3. Point out the factors determining terms of Trade.

4. Discuss the merits of Free Trada Paolicy.

5. What are the merts and Rate?
6. Explain the effects of Tanfis,
7. What are the effects of Quotas

8. What are SDRS?




8.

9.

International Economics - Question Bank
Part B Analytical type (5 marks)

. Explain the importance of International Economics.

Explain the Absolute Cost Advantage Theory of Adam smith.
Point out the factors determining terms of Trade.

Discuss the merits of Free Trade Policy.

What are the merits and demerits of Flexible Exchange Rate?
Explain the effects of Tariffs.

What are the effects of Quotas?

What are SDRS?

Discuss objectives and functions of Asian Development Bank.

10.Explain various methods of Exchange control.

11.Briefly explain types of Economic Integration.

12. Mention the objectives of EEC.

Part C Essay Type (15 Marks)

. Critically examine the comparative Advantage Theory of International trade of Ricardo.
Discuss H-O Theorem of International Trade.

Analyze various arguments in favour of protectionism.

Describe various methods of correcting Balance of Payments Disequilibrium.

Explain the trends in India's Foreign Trade.

What are the causes for the Balance of Payments Disequilibrium in India?

Discuss the recent EX-IM policy of India.

Analyze the role of Multinational Corporation.

Describe the role of Foreign Capital in Economic Development.

10.Analyze the role of IMF in solving International Liquidity.

11.Discuss the Achievements and failures of the World Bank.

12.Analyze objectives and functions of EEC.



Question Bank

Macroeconomics
0.1. Multiples Choice Questions

1 Who wrote the book “General Theory of Employment, Interest and Money™?
0. Adam Smith
b. Prof. J. M. Keynes
¢. Prof. J. N. Keynes
d. Alfred Marshall

il

Personal income is amount of money which is receive by
a) company
b) individuals
c) Government
dj All of them.

3  Macroeconomics variables like :
a) Total income
b) Toial oulput
¢} employment
d) all of them.

4 The best means of savings during inflation is 1o keep
o) money
b) Government bonds
c) equity
d) ime depaosits with banks

5 The higher the per capita income, the economic welfare of the country is :

a) higher

©) eqgual

b) lower

d) there is no economic welfare

6 One of these is not one of the measures of National income :
a) outside income
b} personal income
c) domestic income

d) business income

T Which of the following concept is just opposite to inflation ?
A)Siagflation
B)Deflation
C)Recession

DiDisinlation

B GNP defines as a aggregate of the market value of final goods and services produced by an economy over a period of :



n

12

One of these is o ane of the measures of National income ©
a) outside income
b personal inoosme
€) domestic income

d} business income

Which of the following concept 15 just opposite o inflaton 7
AjStagllaton
BiDeflation
C)Recession
DiMisinflation

GNP defines os a aggregoie of the morket valve of final goods and secvices produced by an economy over o period of -
1) e year
b) two years
c) three years
d) five years

While understanding and anolyzing the Gremt Depression of 1929, the need for separnte study of mocroeconomics was felt by

a) Raj Chetty

b) John Maynard Keynes
c) Adam Smith

i} John Stuart Mill

Keynesian theory of employment is based on the concept of-—---- e
a. Aggregate Demand
b. Aggregute Supply
c. Aggregote Denund und Supply both
d. None.

There difference between microeconomics and macroeconomics is :
a) Microecanontics is the study of eotnormic o an dividusl,
but macroeconomics is the study of a national economy as 0 whole,
b) Macroeconomics is the study of economic of an individual,
but microeconomics is the smdy of a national economy as a whole.

¢) There is no difference.
d) Microeconomics ks aboum individuals, bt Macroeconomics mlks about the business,

Disposable income is that income which is received by
a) individuals without their disposal
b} individuals with their dispnsal
©) companics and organizations
d) None of them.

13 A model to understand the functioning of a macro economic system or the ecanomy as a whole is called:
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a) circular flow of income model
b) the components of the nucroeconmics
¢) branch of econsmics

dy GDP

Inflation can be controlled by :
Alsurplus budget
B Jincrease in taxation
Clreduction in public expemditure

MNiall itha alimis



12 Disposable (noome s the inoome which s secerved by
) imdividmzaly withoot thesr dispoaal
by individunls waih dwewr digposal
c} companies. nnel oreaniation
) None of 1hem

13 A& model o wundersing e funciemang of & macro eooponic $aem o the coonomy s @ whole & called:

b cnicu g Mmoo e moded

b ihe componenis of e BEcrocoammics
c) branch afl ecomomics

dj GO

M infatice can be comrodled by
Apurples budpe
Hincrease B ALTsEY
£ redacticih i fuatiles £ 5 peniiere
L0l hee advivve

15 Who developed the Classical Theory of Income s Employmen™
a 1T Say
< R T
c. Ricamio
dAll of the above

16 Sauation when & peraon s ahle and willmg wotake up s job and gots cmploved. i b calied
. Emplosinem
by, Fudl Emgebcs o i
c. Unider Emplovmem
d. Une mplerymens

17 Demand-pull inflation oy be caused by
ab An iNCTEsE in costs
b A educhos in meres mies
¢} A mdiction in prvernment spenidang
1 An outeand dhift s agpresaie supply

It wus & pevid of sevene ooosdmic conEction and bigh wnernpboymens tha hogan m 1929
= contimved throughom the 193k, This is the defimmion of:

o | T T IS

b Agprepnre demand

c ) Grea Depresann
d1 None of them

19 The gres dopression wis o period o scvene commeimic coulranon s g uncnpleymeom thal bz @

a1y
By 1963
A L]
dy 1953

X In which year Keynes puhlished the Genemal Theory of Emplorsmen . teres smnd Somey ™
ab 193}
By F2
of 1936
LIRLH

(). 2. Find the unemployment rales and abour participation raie.

Year | Labor Faree (Millons) | Namber of employed (Milions) | Popalation
| Millians
2004 14,2 76.9
s Fd.3 769
M .1 Tt

. X, Find the uncmplovinent rale: and labour parthcpatlon rate.

Year Labar Foree (Milllons) | Number of emploved (5 illoes) | Population
| Ml 1




< Cirear Diepression
d | Mo af them.

19 The greal depression was a period ol ssvere economie comtraction and high onemployment s Pegan in -

a) 1946
by 1963
e 1929
) 1933

i
u) 1930
b 1924
c) 1938
o} 1926

In which year Keyees published the General Theory off Employmaenn, Inerest and Money™

_ 43, 2. Find the unemployment rates and laboor participation rate,

Year Labor Force (Millions) | Number of cmployved (Millionsi | Population
{ Wiilisns)
20 [ e 591 6.9
2005 hr4 9.1 )
2000 [N ] 59K T |

(). 3, Find the pnemployment rates and Inbour participation ra

le.

Year Labor Forve (Millions) | Number of employed (Milfons) | Population
| Blilioms)
1uaE 53 hlld i
15494 752 filh4 9.2
20N Fiie] filh.R THH

). 4. Find the anemplovment rales and inboor participation rate.

Year Labor Force (Millions) | Number of employed (Mildonst | Population
| Millians)
ks 5313 491 a2
2016 Al 45.1 94, 1
2017 51002 49.7 . |
0. 5. Flad the unemploymeni rafes and lnbour paricipation rale.
Mumbser of
Labor Force Employed Fopulation
Year (il lions) {rmilliors) {millions)
2006 43.7 3901 23
. 1Ly 43.7 e €2
2008 416 ¥EB B2

3. 6. The rate of inflatbon for o cemain yeor (say 2014 & found by companng. in percentage terms, that
yeurs index with the Index in the previous year. For example, the CPIwos 2216 in 2015, up

from 1835 n 203, Find the rate of  inflanon of 2004,

Q. 7. The rate of inflation for a ceran year (say 20015) ds found by comparing, in pereentage lerms,
that vears index with the Index in the previous year. For example, the CPwes 22013 in 2015,
up freem 193.5 in 2004, Fane the raee of inflaton of 2005,

(.8, Explaun the gruph with suitible example, =

.9, Exploin the groph with suituble example

oy

Q. 10. Explain the graph with suitable example _:



Q. b The nite of inflation for 4 certain year (say 2014} is found by companng. in poroemtage forms, that
years index with the Index in the previous year. For example, the CPIwas 2216 m 2015, wp
from £83.5 n 2013, Finad the rate of inflation of X114

Q. 7. The rate of inflation for o centain year (suy 2015) i found by companng, in percentipe 1erms,
that years index with the Index in the previous year. For exampie, the TP was 2213 in 2015,
up from 1935 in 2004, Find the rate of inflation of 2015.

0.5, Explain the graph with sunable exampibe.

9. Explain the graph with suitahle cxample "-{ -

Q.10. Expluin the graph with suitsble example -

.11 Explain the graph
¥ AD

Write short answers ol the following questions
L3, Cost push inflation

14. Foamiala of Inflation

15.CPI

16. Unemplayment

17 Inflation

|8, Lubour force pamicipation rate
19. Unemployment

20 Deznand pull inflation

21, Consumes Price Index

77 Bank Rate policy

23, Automomeous investment

24, Induced mvestmem

25. Public and privaie Invesiment

26. Gross and Netl investment




Write short answers of the following questions

13. Cost push inflation
14. Formula of Inflation
15.CP1
16. Unemployment
17. Inflation
18. Labour force panticipation rate
19. Unemployment
20. Demand pull inflation
21. Consumer Price Index
22, Bank Rate policy
23. Aulonomous investment
24. Induced investment
25. Public and private Investment
26. Gross and Net investment
Essay Question/ Long Answers of the lollowing questions
27 What is the relation between rate of interest and investment
28 What is the difference between microeconomics and Macroeconomics?
29 What are the features of Keynesian theory of employment?
30 What are the types of unemployment? Explain one 1ype.
31 What is effective demand theory of employment?
32 What are determinant of investment?

33 What are the objectives of monetary policy?

Is inflation is good for the economy?
What is Investmem?
What are the assumptions of two sector model economy”?

What is Monetary Policy? Explain the methods of monetary policy.

£ 4 8 5 E

What are the assumptions of Accelerator theory?
39 What is two sector model economy?
40 What do you mean by labour force participation?

41 Whai are the causes of inflation?




