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6.      (ffl)  iaH ditiE©S.,chch%, 3IfflT 3itfa, ch RT  (L)

3it gil  (K) 5T wh wi th q5ch., ife rfu HT9T
iFT aiqTen ed ¥i fflfflT try rm HF a, Sir fa
whenF qu 7igr €i FTFT rm ia7 * ateriBa "
TT5F a  3ft{  FT  RT  TT5T al

(i) fa-ife rfu i} xpi{, fflasT 3it fa i+
th iFTqT{ 5T ffi fflT dr7

(ii) iin qRRch. S iqTqi{ a an. ae t} th 5Tffi
RI iFTrm an?                                     (io)

(RT)  a `ae, wh 3ft{ ae TR iawi EN, wh ch
rfu a. wh a itr. © £i sir ae ch
qchwh i* iir REfro ai fflfa(di) th HatqaT
a RICE. fry fS qTm ifu. iffl{ ch-HFZT gil
£'                                                                                         (8)

7.       (ff)   tT5` qwh iaT  erTFfa iRT ir EFTquT qTffl{ ifr  an5R

ti S © HfaFTffi aTfflt a. q#-H{ a qRE
ch  tsa rfu i5di ai  q55 wh  ch  =H  a{a  iS
vrfu fr aTaT rd. in a rfu fflq ch Ia5HFT rfu
a?                                                                                              (10)

(RT)   `15qrch.tq^]^i  i% wh ch  rfu th i[aiqen a nil
•             ,                                         (8)

(5500)
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iflfi t# iin iafu

I      EH RT-tTa ifr ice a iFTI te TTT.iatife RTTR rfu
fflgiv ire ,

2.     qerii¥a-tr5ra.adsfiTTrT¥ I

3.    ds'enRE€`

4.     dsa*aetatiTFTqfty I whwh.ifr 3fqTHTFT% I

5.     Hmam-3uca,&ctrfuth fflTTRr€ I

6.     EHRT-maffli3ffl ctmThianianvqT rmqTS.flRTT, ire
wh ed tFT qTezFT TqFT a in rfu I

Section  A

1.      This   ques.tion  h.as   nine   sub-parts,   and   all   .are

compulsory.  All  are  short  notes  or  one-line  answers

or  fill in the blanks.                                                  .(9x2='18)

(i)   The  tariff  rate  that  maximises  the  national
welfare  of an  economy  is

(ii)   The pharmaceutical  sector  of a  country reports
$ 250  million  as  exports  and  $  150  `million  as
import`s.   Calculate  th.e  index  of  intra-industry
trade  of this  sector.
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5.     (ffl)  vtF ctiwhife ifrwhS ittffi, Wife 3itife
q{ iaiTR ENi .qiF rm f* Hrfe S as din gaqT
S.  q5aTa  RT  th whet  EHT5tHaT  giv  ai  tgiv`3ir

qTm th fflRE anTa i3EqTFT qfafafm. a. vqFT enFT

gl

(i). gH in ch an gr, Rat Hife RI giv S
tffl-an qT  iin-an  GEqTaF TTRfafan  ch
3ife ed ch ffliha iin wh7 Ir giv
i} tina fflffi. tft ire ifr ffi ti ri Sat in
rfu 5Ewhi

(ii) an, qFT rm iS ae a. gil in qTqR tft
rna ian €i qa qF rfu it 57giv ch ae
rfu ch7 EH qfth .ifr :maFT ch iat or,
itch. an ifr itr uten RT enipe ck wh de
qfflEa`  HEaff  in  S  q5!Ta  ffi  rfu  fflt5¥Ta

rfu. t} wh fu ffir tFTT in €7
(6+6=12)

(iF)  aT< ed  -  eTRa, iazTrm, RE 6fi{ iin i57":  35,
30, 20  st i5 tit eHTFT rmTa tR aTq th trHTFT ed

¥i rfe iazfa TR ias RET Fti a, wh ed iFq¥i:
40%,   goo/O,   20%   3it   i0%   qfr  qiq  a   enqTa  TR

grTgHR ae enm €i qFT rm .VTRT dr iawh
vqT IqH quR Hqan t[I 5in ed ¥`  EFqT EHa
qlqT{ qaT in qT qTm iaRT dr?               (6)

P.T.O.
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(i) -Eql`irLr,-|i  3it Tim an i% itr fry tat
tftto'

(ii)  fflT® 3ft{ 3TT{qH q3F life diffu 3ft{ giv when

gr RT iife,
(iii) fflT Ea its Th rd " ti caqrm i?

(iv)  faith vE5` in ifr iirr izIT`r{ a ca wh wh. ch
qh]wl,[p,tl^,q  FT a    trwh  tftRII

(2+8+2+3=15)

(iF)   Giquqq,itl  IRr tR VEFT RE ian irmi          (3)

4.      (F)  vE in it q5ch., ng 6it ap en 3HTFT fflaT €i

ng 5T 3fflTan ® 3it RT t5T wh ed iin TGTrEiT
£, fflfaT ap i7TT 3HTan RT 3ft{ RT 5T wh 5TS

iinfflaTaiaFTREREafa€€i.qTt-giv
rfu ffT ch qTS, affi an. a. " a rfu di
iFTRIT rmi ffiis th when fro q* q{ qa ira
qEtlen a? t5Eq]€T a ed. ii rfu q{ gHffiT iHi
iTrm, t{gaT  €?                                                                       (10)

(iF)  qR wh €haQ v5rfuif mffa a aR S. iffi a., ch
ch. in an E} enlT i} RT S fa th gent S ire
ch HFTfin an fflfeTi vE .enqaqqT rfu i} HTq Ea

HT qiftrl                                                      (8 )

11

1'`'
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(iii)   What  is  the  rationale  behind  vertical  foreign
direct' investme`nt?

(iv)   A country imposes a 42% tariff on refrigerator,
which   has   a   world   price   of   $1,000.   The

production of a refrigerat`or requires components
that are imported at a world price of $600. These

components  are  subject  to   a   10%  ¢d  1;cz/ore7#

tariff.  What  is  the  effective  rate  of protection

enjoyed by the  sector producing  refrigerators?

(v)   In  2016,   negotiators   from  twelve   countries
around  the  Pacific  Rim,  including  the  United

States but not China,  agreed on a proposal for a

new economic  agreement called the

(vi)   In  an   empirical   study  published   in   1953   on
exports  and imports  of the United  States  in the

1940s,  it was revealed that exports  were  labour

intensive and .the imports were capital-intensive

in  natture.   This   is   referr,ed   to   in   economic

literature  as

(vii)   Dynamic increasing returns to s.cale occur when
the cost of production falls as a firm's

increases   over   time   due   to   learning   and

experience.

P.T.O.



6037

(viii)   The United Stat.es put a ban on imports  of tuna
from  Mexico  that  were  not  caught  with  nets,

which  were   safe   for  dolphins.   So,   in   1991,

Mexico  appealed 'to the GATT  against this ban.

What`  wa's  the  outcome  of  this`  case?

(ix)   If  a  firm  faces  a  marginal  cost  of  cl   and  a
trade  cost of t,  and sets  a domestic price P[  and

an export price of Ptx. When is the fir.m's export

pricing considered, as  dumping?

(a)  When  PIX =  c,  +  t

(b)  Wben  plx_  t  <  pi

(c)  When  Pix =  pl +  c[

(d)  When  PIX =  pl  _  3[

Section  8

Attempt  any  4  qu.estions  from  this  section.

All  questions  carry  equal  marks.

2.  `   (a)  Consider country Ironvia producing a metal Alloy

Z.  In the  production  of Alloy  Z,  it releases  a by

product T, which pollut.es. nearby water bodies and
harms aquatic li.fe imposing a negative externality.

+

''
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(i) =H GTTRE E}  fflrml q{, HqT{ ifr ffi TR ed
aENirl iaH giv gr 3it iFiqR th "aT fflT
an?

(ii) i]FT fry fifr enqTa ed arm ch ra ed 2o
5T ire a"aT f I VEF Ha7qRRE RI a ha ifu
TTT rfu a qTrm a, enqia ed wh ed, fth
ed wh in 3it 'ng i+ iaH qrmr t[{ EH tRqT
ifr REiq q{ wh  qrml                              (io)

3.    (tFT) a an., dr * .tqin i> rm FT Rrfu
-Tin q{ fa"` qfty, ifr a qt5di iffl GEqTan ed as

viRT  Sit  rf I  an.  an.  a. 3Twhch`  a  iaTa.  3it
HTqfufu. Ham £., rfu far 3qan TFaT a  (vqRT,

rf)  = ch ffl{r ifro iin TTz]T ai  E5T±  SHF th
6||clQqchtll{.  xp  RT  a.I

in aLX aLY

eiin 4 5th 1 3

qiF a. iaT -Eql`Irw,ql a. 1,000 RE i. ck th ¥
loo  qRE %''

P.T.O.
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dsa
gH ds +. a ae  th  4  TRT 5H tfifroi

wh  Her  i%  3fqT HqFT £.I

2.      (E)   €ngifrong z 5r5HTETedwh 3TTqFTthT{ia"

aft6TTi ifung z a 3EqTFT S, t]a i5 3wh T wh

ffi{aT a,  ch  Hiu-TTTH i} ida 'iffi ch HEfty 5taT

a 8it wh th ch gq5HTa- Tgiv £, fife aE5i{ifflqT

ffl5ft Hum TTFT ai gr iFTqT{ ifr ft  ffl± i}

ut i% RT, qF ,ir iieng z ffl rmia5 aT ira
a i vat rfu ift rfe a wh iaT iaer qig z 5T

BEFH irfu ger ed ch ian fu air iTq5t]T ai

(8)

(RT)  ng :5fflT€ffl a an,  A  3ir  8 tR iaan trmi  an
an. S rfu Sir fflTat5 th fas ffi it rfe £. :

chA.:        DD:  Qd=1000-2P

SS:  Qs  =  200+2P

ch    8:     DD:  Qd  =  800-2P

SS:  Qs  =  4.00+2P

IIImi
I(
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With the opening up of the economy for free trade,
this  country  b`ecomes  an  importer  for  Alloy  Z.

Illustrate  twit`h  the  help  of \a  diag.ram  how  free

trade  of Alloy  Z  might  make  this  country  better
off.                                                                                       (8)

(b_)  Consider two countries, A and 8, producing wheat.
Demand and supply conditions in t.he two countries

are  given  below :

CountryA.:       DD:  Qd  =  1000-2P

SS::  Qs  =. 200+2P

CountryB:       DD:  Qd  =  800-2P

SS:  Qs  =  400+2P

(i)  Given this information, discuss the pattern
of trade.  What will the world equilibrium

price  and  quantity be  traded?

(ii)  Suppose  the  importing  c.ountry  imposes  a

per  unit  tariff  of  20.   Through  a  neatly
labelled diagram, discuss the impact of this

tariff on the  importing  country,  exporting

countr.y  and  the  world  market  of wheat.

(10)

P.T.O.
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•3.      (a)  Consider  a  Ricardian  model  with  two  countries,

Agrofina,  and. Technofina,  producing  two  goods:

X   and  Y.   The   tastes   and  pr\eferences   of  the
consumers   in  both  countries   are  the   same,  .as

capt.ured  by  the  utility function  U  (X, Y)  =  XY.
The  unit  labour  requirements  are  as .follows.

Country aLX aLY

Technofina 4 5

Agrofina 1 3

Assume   Technofina   has   1,000   workers   and

Agrofina  has  100  workers.

(i)  Plot  the  PPFs   for  both  Technofina  and
Agrofina.

(ii)  Plot  the  RD  and  RS   curve  and  find  the
equilibrium relative price

(iii)  Do we have complete specialisation at this

point?

(iv). Illustrate algebraically the gains from trade
for  one  of the  countries.       (2+8+2+3=15)

(b)  Write  a  short note  on  Immiserizing  Growth.
(3)

+

't
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(vi)   ig4o i} giv S giv Trffl whfiaFT ifr fife 3it enqTa
'ti{  1953  S Trfu viF  fflgvqflq  ffltziqT S, qa vaT

aaT  rm iar ith  9FT TT5T a  3it  G]iqTa Hgiv a. gil

iTFT  &i  Ea  enffa rfu S

RE iaffl rm al
i} RT i.

(vii)  qfRE qed th tR RI Eia in f ffla an 3it
qu a - wi ift rm ifr rm ed
tT{  tJEqT5F  ch  aTTia  fit{  wh  f i

(viii)  giv iiffl Haiin a afawh a gFT ifr 3TTqTa v{ RET
iITIT iin, ch ffla a Fff qS TTq a, ch ffiin i} ifr

giv qi iHftr,  1991 S., tRE a gr ffi ifr
ifro fa S. rfu qfri gH wh 5r Tin car an?

(ix)  qfa ian Tri ch RE aiTTa c 1  8it qrm aT]Ta t iFT
HrmT ffiHT T]SaT a,  Sit qa fab RI  pl  Sit fife

gr pix ia€ife ap €i wi i* iarfu gr ifefu ch
ffl ffl rm " a?
(er)  ffl  plx =  c]  +  t

(I)  ffl  plx -  t  <  pl

(u)  ffl   p[x =  p' +  c]

(I)  ffl  'P]X =  p[  -  c]

P.T.O.
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FEE  hi

1.  .   gH HaF ri Eft T5T-rmT €.,  Sir enlt  RE a.I  di RE

iEqffi qT TIT-iRI ifr Sat ¥ qT ida enF *.I

(9x2-18)

(i)  ian HQiqan i* " 5ffliuT ifr fflfha ed wh
ire iR

(ii)  ian  ed  5T  vNUTt€feq,tl  ha  250  ith dr  tFT
life 8ir 150 flfari ire ffiT 3mTa ifi{en %i EH aF

a 3f5{-ch qTqT{ a rfu th iT"T qrmi

(iii)   esrfeR iaan Hfflen iaaFT a it@ fflT rfe €7

(iv)  par in tffa qI 42% ae FTmT a, ian iaH
ft 1,000 ife fi tfife a 3HT€T t* itr "
qTEch.  ch  6ilciQcicbtlt  an €  RE.  600  ife  th  iaH

RE TIT  fflTqTa iaffl iHrm ai  a iTEifi.  i0%  ©

ae ifr  rfu €.i ``rthtl``c`, iFT GfflTFT ed wh  ha

iH{r HTta wh th Huh i=t fflT a?

(v)   2016 S, wh iin i} enHqTa i% aTca an. ifr qffi,
ian. giv tiffl rfu th rfu qT, ffi tan qdi

i]TRE  vtFT  i]v  rfe HHan  i*

i]RITF V{ wh i¥qH th`

6037

4.      (a) A  country produces  two  goods,  wheat `and  cloth.

Wheat  is  produced  using  land  and  labour,  w.bile
cloth is pr.odu9ed using capital and labour. Labour

is mobile between the two sectors. Using the fotir-

quadrant diagram, explain the allocation of labour
across  the  two  sectors.  How  does  it  change when
the   relative   price   Qf  cloth   increases?   What

implications  does  this  have  on  the  owners  of the

factors  of productioi?                                              (10)

(b)  If the Governments are concerned about domestic
monopoly  power,  they  should  prefer  tariffs  to

quotas as  instruments of tr\ade policy.  Explain the
same  with  a  necessary  diagr.am.                             (8)

5.      (a). Consider two countries,  Sunl.and and Rainland, in

the  context  of an  offshoring in.odel.  Assume  that
Sunland has a higher relative productivity of skilled
labour  compared  to  Rainland.  The  extra  cost  of
capital  and  trade   is  uniform  across  production
activities.

(i)  Given this s.etup, will Sunland be more likely
to offshore high-end or low-end production

activities  in the  value  chain?  Justify your
answer  with  reference  to  the  positioning
of tasks  along  the  value  chain.

P.T.O.
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(ii)  Now,  suppose  that  the  cost  of capital  or
•trade falls in Rainland. How will this affect

the slicing 'of the value chairi? Draw relative

labour supply and demand diagrams for the

two  countries,  shoving  the  effect  of this

change. What happens to the relative vyage

of skilled workers  to unskilled,workers  in

each  country?                                      (6+6=12)

(b) Four countri.es - India, Vietnam, Brazil and Kenya

produce tea at a unit cost of production of 35, 30,
20   and   15,   respectively.   While   there   are   no

restrictions  on  exports,  each  country  imposes  an

ad valor.em tariff on imports  of tea of 40%,  30°/o,

20%,  and  10%,  respectively.  Suppose  India  and

Vietnam  sign  a  free  trade  agreement.  Will  this

lead  to  trade  creation  or  trade  diversion?         (6)

. 6.      (a) In  the  world  economy,  there  are  two  countries,

Alpha  and  Beta,  that  produce  two  goods,  bread
J  and .soap, using labour (L)  and capital (K).  A,1pha

is relatively.labour abundant, and Beta is relatively

capital  abundant.  Assume that bread is  relatively

capital  intensive  and  soap  is  labour intensive.

6037 9

(i)  According to the Heckscher-Ohlin theorem,
what  will  the  patte.rn  of trade .be  between

Alpha  and  Beta?

(ii)  Under what condition(s) will trade  lead to
factor price  equalization between the  two

countries?                                                            ( 10)

(b)  Consider  two  Countries,  Funland  and  Rockland,
Funland has  a preference  for  consumption  in  the
•future.  and Rockland has a preference for current

consumption. Illustrate how trade is intertemporally

balanced  with  the  help  of diagram(s).                 (8)

7.      (a)  Explain  how  an  increase  in  market  size  due  to

economic  integration  affects  firm-level  outcomes

in a monopolistically competitive market. Why do

some  firms   gain  while   others   lose  from  such

integration?                                                                        ( 10)

(b) EXplain Rybczynski's Theorem with the help of a
diagram.                                                                                (8)

P.T.O.


