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According to the principle of

Reciprocal Demand :

(1) Rate of exchange between two
countries 1s determined by their
reciprocal demand.

(2) Terms of trade are determined
by the reciprocal demand of
two countries.

(3) Both (1) and (2)

(4) None of the above
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1. Case Study
India’s Current account deficit in March, 2019
was 1.8 per cent of Gross Domestic Product

(GDP) as compared to 0.5 per cent of GDP in
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last year 1.e. 2018. Whereas India’s external

sector continued to be resilient and strong in

2018-19 with the balance of payments situation

continuing to be comfortable with the current

account deficites.

Based on this information, answer the

following questions :

(1) Define balance of payment. State its
difference with balance of trade.

(1) Distinguish between current account and
capital account.

(1) How can a deficit in the balance of
payments be corrected ?

(iv) Write any four importants of balance of

payments. 4x4=16
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(a) Multiple choice questions :

EREETRIRINEE I
(1) Which of the following affects

international specialisation ?
(1) Natural endowments
(2) Cost difference

(3) Technical know-how
(4) All of the above
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Very short answer type questions :

(1) Define factor price equalisation.

(1) What 1s flexible exchange rate ?

(1) Write the o objectives of
WTO. 3%x2=16
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Unit 1

ECER |

3. Explain the advantages and disadvantages of

international trade. 16

FAUS MR & o™ qel SR i e
Hife |

4. Critically examine the comparative costs theory

of international trade. 16
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(1) Balance of Payments theory is also
known as :

(1) Gold standard exchange rate

theory
(2) Demand and Supply theory
(3) Exchange rate theory
(4) None of the above
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(1v) WTO was established on :

(V)

(1) 1st July, 1985

(2) 1st January, 1995

(3) st July, 1995

(4) 1st January, 1998

foes =AMR W18 (WTO) =hi TA190
ELNRIEED

() 1 Ja®, 1985 i

(2) 1 SHed, 1995

(3) 1 Ja@®, 1995 =i

(4) 1 e, 1998

National Income (Y) is equal to :
(H C+1+X

2 C+1+M

B) C+1+X-M)
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4 C+1-(X-M)  5x1=5

6

(b) Match the following with their correct

answers
(1) Modern
economists

(1) Reciprocal

Demand

(11) Comparative

cost theory

(iv) Absolute cost

difference

(1) Cairnes and
Haberler
(2) David Ricardo

(3) Adam Smith

(4) Heckscher and
Ohlin

(v) Modification of (5) J. S. Mill

comparative

costs theory

5x1=5
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What 1s Exchange Rate ? Give arguments in

favour and against flexible exchange rate. 16

fafra =t w1 & ? dRedavha ot @ @
gy qen fauyw o T W

Unit IV

THE IV

Explain the objectives and main functions of
world trade organisation. 16
fova =R "Wred & SEwdl ok §eA &
H AT HIfST |

What 1s meant by World Trade Organisation ?
Why was it established ? How will you justify

its membership for India ? 16
fovs =R Wred ¥ wn oifuum © 27 TEent
YA R KT M 7 Y ARG hHI HEEHA
® %9 3fE@ sewd ?
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Unit II

ECOERRI

5. Critically explain the Mill’s theory of reciprocal

demand. 16
e & Ui @ fagia = sTdeEHHS
AT HISTE |

Explain the Prebisch-Singer hypothesis. 16
Ufae-fR ufeweu & = s |

Unit I

RT3 111

What do you mean by balance of payments ?
Explain the items consisting of the balance of

payments of a country. 16
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