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Compare and contrast India’s performance in terms

of social indicators with BRIC countries elaborating

on the reasons for India’s dismal performance.
(10+5)
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What favourable conditions led to the golden era of
growth from 2003-08 and what developments led to

this period coming to an end? (8+7)
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When India began undertaking a sustained program

of economic reform in the early 1990s, the country

faced two gigantic failures of economic governance.
What were these two failures and how did they impact

India’s development in the long run? (15)
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The case for state intervention is absolutely decisive
in the case of Traditional Public Health but fairly

weak in the case of primary health care. Discuss.
(15)
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What do you understand by the term Demographic
Debt? What are the areas that India needs to focus
on to be able to make the most of the window of

demographic opportunity India is in right now?
(3+12)
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Debaté on the pros and cons of universalization versus

targeting in the context of recent social securit

measures in India. Discuss how NREGA has been .
an

important tool of social security despite the challenges

that exist.
(6+9)

e ¥ e @ o g S & ¥ F wer
;'é‘;'%“' & i iR Ry w R Rl w0 R W)
o T T W @R ) b

Discuss the di
e :
- Indidlfferent dimensions of inequalities that
a. :
How does the intersection of gender

location and )

social grou
already exist? ps exacerbate the gaps that
(12+3)

T A faeeeT

A Wmﬁ%mmﬁﬁmw.

e anifir @R @ dfeeder e d W
* EF wgrer 37 M

(4000)



| This question paper contains 16 printed pages.]

@ Your Roll N()QO&L

Sr. No. of Question Paper: 4120 C
Unique Paper Code » 12277509

Name of the Paper . International Trade

Name of the Course . B.A. (H) Economics
Semester vV

Duration : 3 Hours Maximum Marks : 75

Instructions for Candidates D®shbananu College Litrary,
Kalkaji, New Delhi-1<
. Write your Roll No. on the top immediately on receipt
of this question paper.

9

Attempt any FIVE questions in all.

9

All questions carry equal marks.

4. Answers may be written either in English or Hindji;
but the same medium should be used throughout the

paper.

o @ fag fdm

1 T y-ua @ faem € sw Re e AulRa we wo s
s fofag |
2. FE W dfer Wi B @ |

P.T.O.



4120 2

ol T @ HE e R
T - T I AN AR B v o A e
T IT M TF | B R

Kiteland (K) and Airland (A) are two economies with
total labour of 50 and 150, respectively. The tastes
and pr.eferences of these economies, over the two
goods X and Y, are the same and are given by the
utility function U(X,Y)=X6Y0%4, In Kiteland, one unit
of labour can produce 3 units of Good X; while it can
produce 5 units in Airland. Similarly, one unit of labour
can produce 4 units of Good Y in Kiteland, whereas
it can produce 8 units in Airland. Given this

information, answer the following questions :

(i) What is the opportunity cost of producing X in

terms of Y in Kiteland and Airland?

(i) What are the production possibility frontiers for

the two countries?

(iii) Under the conditions of free trade, what is the

equilibrium relative price?

4120 3

(iv) Discuss whether the economies would go for

complete specialization?

(v) If there was complete specialization, what would
have been the relative output of X to Y

15
produced? s
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(a) In the world economy, there are two countri
€s:

Gangaland and Missisippiland. Gangaland has
preference for consumption in the future and
Missisippiland has a preference for consumption
in the present. Illustrate how trade is intertemporally

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

(b) Consider two countries A and B. The real wage

rate in Country A is higher than the real wage
rate in Country B. How would international trade
affect real wages between them if labour is

perfectly mobile across the two countries? (7)

(31) fva srfaaen ¥, A ;¥ T ok ARRES

wfe ¥ @ @ forg Tmee F et 8 ST
3w @ g PR @ st 81 ok ()
& wom ¥ W wX fr e A - e T
¥ Ggfora 21
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(a) Consider a standard Heckscher-Ohlin (HO) Model,
where two countries Home and Foreign produce
two goods, sugar and milk, using labour (L) and
capital (K). Home is relatively labour abundant
and Foreign is relatively capital abundant. Assume
that sugar is relatively capital intensive and milk

is relatively labour intensive. Answer the following

questions :

(i) Discuss the pattern of trade between the

two countries.

(ii) Under what condition(s) factor price
equalization may be obtained? Discuss with

the help of a diagram, showing the segment

of equalization. (8)

(b) Discuss the domestic market failure argument

against free trade with the help of a diagram.

4
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(c) Write a short note on optimum tarjff
: 3) 4. (a) Countries A, B and C are the only three computer-

producing countries in the world. The three

countries have the same production technology for

() TH THE TR - REferT (HO)‘;ﬁgaq-(ﬁaRaﬁ

TR @ W Yﬂﬁ 3R R uw (L) ik “S’?f (K) - every firm, and face the same demand conditions.
R T, W sk W T v . The annual sales of the three countries are
) 10,00,000; 90,00,000, and 40,00,000 computers,
31 W aﬁm 5T A A 2 R e aﬁa@a respectively. Fixed and marginal costs of
Tt WX A A 21 AT S SR GﬁHTgTﬂ %R e production of computers for each firm in each

country are 750,000 and 5000, respectively; and
# o 75}1 Sﬁ&ﬂgﬁ TR 1 P D the degree of responsiveness of each firm’s sales
I A to its price, vis-a-vis other firms is 1/30,000.

Answer the following questions:
(i) 2= W\ & 99 =mrR & et w® == =N
(i) Calculate the equilibrium number of firms

(ij) T T — T W in the three countries before trade.

T 27 wfERT & @ & oW a SRE (i) What is the equilibrium price in these

countries under autarky?
e ¥ 9= S
(ili) Calculate the total number of firms and

the equilibrium price, after the economies

) Ww%ﬁqmﬁu}qmﬁﬁwma‘?ﬁaﬁ
TF ANE & g ¥ a

integrate.

(iv) Discuss the gains from trade of market

R . i ation post trade. Which country gains
(‘H) L . 3 integra
R e ! the most from integration? (12)
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(b) Write a short note on Leontief Paradox

(©)

() %mA,Baﬂzcghm?f%amﬁ:rmam%ﬂ
?lﬁﬁ?ﬁﬁﬁsﬁh?mﬁﬁ#ﬁ@ﬂm?aamqa¢ﬁ$
%,aﬁzwnﬁ%ﬁﬂmmaﬂ%%‘uﬁqéﬁ
1 affs @ 10,00,000 2w 90,00,000, 3k
40,00,000 FL FAF 3T ¥ WAF w @ fire
FAR & I R A sk daw aw
750,000 3R 5000 B; 3R I wH B qoEw ¥ w2
R A e D wfy s @ B 1/30 000
21 frffee v & IR Q.

(i) =R & wea @ W ¥ wA & wge wEn
N AVET F

(i) REEE & wEw T W A Gge Fw w727

(ii) i & vellamor @ @w, wA R T
& IR G Fa @ A R

(iv) =R & ae aoR g & @ER & A A
T W) v ¥ WA st @ B T
W B 27

(3) Fw R w o e R R
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5. Consider a firm in an imaginary country Compland

producing computers, using computer engineers (E)

and production workers (P). Computer engineers are

engaged in designing computer software, while

production workers are engaged in the assembling of

computer components. Computer engineers are

considered to be highly skilled personnel and earn

relatively higher salaries (Wg) compared to production
workers (W,).

®

(i)

Starting from no-trade equilibrium with a
production possibility frontier (PPF) of a firm,
illustrate the gains from offshoring, if Compland
has a comparative advantage in providing the

services of the production workers.

Now suppose that advances in engineering design
in the rest of the world decrease the relative
salaries of computer engineers. Illustrate and
discuss the implications of this change in the
production of computers in Compland, with the

help of a diagram. (15)

v FeHE 0 ¥ e oA (¥) 3R I s
() & ITET T FYR T AR T B R AR R
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Autoland wants to set up an automobile in
The free trade price of an automobile is
and the imports of auto-components which
the making of an automobile are priced at

Answer the following questions:

4120

(i)

(i)

(iii)

(iv)

11

If the government imposes an ad valorem
tariff of 20 percent on automobile imports,
what is the effective rate of protection
(ERP) offered to the industry?

Suppose Autoland wants to set up its own
auto-components industry and hence the
government imposes an ad valorem
tariff of 10 percent on imports of auto-
components, with no tariffs on automobiles.
What would be the new ERP offered to

the automobile industry?

In continuation to Part (i), now suppose,
the government of Autoland imposes an ad
valorem tariff of 10 percent on imports of
auto-components along with the existing
tariff on automobiles. What would be the

new ERP offered to the automobile

industry?

Critically analyze which of the three
policies used by the government of Autoland
to develop its own automobile industry,

protects the domestic automobile producers

the most. Q)

P.T.O.
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(b) Consider two countries:

12

Finelang an

' d Sip
producing two goods: mobiles ang eland‘

perfectly competitive market conditions, g

exports mobiles and imports iPods

» undey
inelapg

Sinelang
ming we).
countries,

diagram, 54
to what would happen if there is sudden fal] i the

exports iPods and imports mobiles. Assu
behaved offer curves for both the

illustrate with help of a neatly labeled

supply of iPods by Sineland? ©6)
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7. (a) Consider a large open economy Paperlang
exporting paper. Discuss the net welfare

implications of an export tariff on paper imposeq

by Paperland with the help of a diagram. Is there

any rationale for the domestic producers of |

Paperland to oppose this export tariff imposed?

®)

(b) Consider Country A producing Good X which
imposes a negative externality in the form of
pollution. With the opening up of the economy for
free trade, Country A becomes an importer of
Good X. Illustrate with the help of a diagram how
free trade of Good X might make this country
better off. @)

(5) v o8 G faen Yo fafe wEe WORER
| AR g W M@ How W e gom & L€
FHEW YW N Th IR@ ) geradr § 99 it
T quede B W I D fre e W@ 3@ P
T o Ry @ @ e sifew 27

(@) W AW AR S X e e e @ W
F A TEAE AEXA T} e A D OO0

4120

15

sfeEe @ God B Y, oW A T X 1 JEEE
a7 o 21 TH AR@ @ wEEa ¥ Rifm W fF
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8. (a) For the given costs and benefit curves of lobbying,

the endogenously determined tariff rate of
protection is t*. Suppose the cost of lobbying
decreases. What will happen to the optimal
protection rate? Illustrate with the help of a

diagram. )

(b) Consider two countries A and B, producing

homogenous goods and competing in a Cournot
Duopoly setup in intra-industry trade. Suppose
Country B grants an export subsidy of. Illustrate
with the help of a diagram the change in the
reaction functions of the two countries and

(N

comment on the pattern of trade.

(3) SR ) @ T T R e T @ e, s ¥
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1. (a) Describe the expenditure at each stage of th(
development process in terms of efficiency an3 (a) A firm, S, produces steel but also produces waste

equity. (7 that contaminates a nearby river. Steel can be

(b) “More progressivity implies more deadweight loss” sold for $10 per ton. The cost function of the

Explain this statement and calculate th steel firm is given by c,(s) = % where s is the

output of steel in tons. The level of waste, x, is

deadweight loss of progressive taxation. (8

related to output by x=0.1s. a fish farm, F is
(&) =& 3R G & Hed A e ik & ye T located downstream and is negatively affected by
¥ =g =7 9UF H the waste polluting the water. Every fish produced
by the farm can be sold for $2. The cost function
(\|) “aftrer wifasier & @1 oY, Y 3 AT W@ R of the fish farm is given by ci(f; x) = f+ x* The

FOT T I Y 3R Y ST & 3% 3¢ Wi fish farm has a capacity constraint £<10.
F AT F (i) Compute the optimal output of the steel

firm if it makes its decision without any
constraint. Assume now that the firm must

2. (a) Explain the method for providing goods tha
compensate the fishing club members an

are non-rival in consumption but excludable 1!

nature. © amount $q per unit of waste that is
produced.
A
(b) Assume mobility cost is zero then show hov
. v 5 . "h {(
individual can choose a local authority in Whi¢
(6 P.T.O.
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(i) Compute the optimal value of q, the optimal

steel output and the profit levels of the

steel firms and the fishery.

(iii) Compare the optimal values of part (i) and
(ii), and explain any differences. 9)

(b) Describe the income and substitution effect of an
increase in the interest rate for a borrower. What
does this imply for the effect of eliminating tax
deductibility of interest payments? 6)

() UF WA, @, W H ISR w2, W i
& Fer w2 S T A AR T R B B
F 10 R WY T D A" A I W FEHA B WA
% & AR WA Cs(s)=s? g0 far S 2, St
s T &1 I o A 81 Jufdse x & &R x=0.1s
TR AITYE A FElE 21 T AS T, TH AT W
R fgg 2 ok U W WERE @ I R X
FERE €9 A TG 21 B g IIRd TF Foe
$2 & forg N W G B1 Ry wRT 1 AW wer
CAf; x) = f+ x* 3w fRar wmen 21 woeht wr it T
e <10 21

(i) & v« geas Seqe & T W AR
e far fadt @ & s folw R ?)

4258 5

(i) @ 7 & fF &% = v wom 2 gea =
Feqifed ﬁﬂﬁ?ﬁ}ﬁ‘zﬁg\ﬁz $q & fr
Wﬂmhi@qq%w{a'w
T IR IR T B IR w=g T 2
' A I

(i) wm (i)ﬂf(ii)%m@—ﬁwﬁ
AR BFR P Fw B = w73

(@) vw SuRed & f = w ¥ 3¢ B am Ik
WIRTGT 1T T Ui 1| SIS I & F Ferd
T T T D WNE D R e ¥ g 77

4. (a) Describe the benefits a bureaucrat can obtain from
an increase in bureau size. Are there any private

costs? (8)

(b) Consider a mineral that is in fixed supply,
Qs=4. The demand for the mineral is given by
Q¢ =10 - 2p, where p is the price per pound and
Q¢ is the quantity demanded. The government

imposes a tax of $2 per pond on the consumer.

(i) What is the price paid by the consumer
before the tax is imposed and in the post-

tax equilibrium?

p.T.O.
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(i) What is the price received by the producer?

much revenue 1is raised and
(2+2+3=7)

(iii) How

deadweight loss?

(37) R B SR ¥ & A TR AT FY P A ey
&7 Toig AR T RS AN wRE 27

(@) vE @Fw W fER WSt A sl ¥ 2, Qs= 4
s @ AT Qd=10-2p 80 § IE 2, Tl p
gy wST 2 3R Qd AT & IS WA Bl WWEHR Iqvrer
® $2 Wi UFE W W R 2
(i) &X TG 99 ¥ TEA IR F-ITE G A

ISl G I H TS dAT a4 27

(i) IdEF g WS T w87
(i) foreeT ToE e Wm ? 3R AT W B
2l

(a) How do inverse elasticity rule describes an efficient
way to tax the commodities but not an equitable
way? Explain. )

(b) If the probability of detection is too small explain

the relationship between fine rate and evasion.

(6)

4258 7

() FeFH A oA F8 TR R D v
Td H T F 2 M w9 ¥ T
=& Fferd

(@) 3R o T AN EE 97T w9 2, D oanfes w ok
A D A Gay @ IR 2R

(a) What are the benefits of Goods and Service Tax
in terms of revenue, productivity and costs?
Explain using Govinda Rao’s approach for
envisioning tax policy. Also, what are progress

and prospects of GST in India. )

(b) Critically examine how can Pigouvian Taxation help

to solve the problem of Externalities. 7

(37) ToRE, Ieareehel AR A B Ff ¥ T IR q R
B T AW 7 W AR A Reeen & fog e
@ R A N IET TR TR A R 9
TRE ¥ e N Wi FRENEEe T

(@) ST e Ay f R e
& wE W T w N Y wew e 2
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- (a) What are the Vv

Datt in financing
and economic crisis caused by Covid-|
Py Lovid-19

(8)

iews of Ayush Bajaj and Gaur
av

the increased expenditure in |
1eu

of health

pandenﬁc?

(b) Elaborate the Mark up rule for setting price of
, 0

petroleum Oil & Lubricant products and shari
ng

revenue space between Centre and State in conte
Xt

with DK Srivastava’s. (7)
(37) HfEAE-19 FEHQ & FRO TRA IR Ffiw dwe 2
R W Ed & Aaa ¥ Ey S 3k e o=

& o1 faur 87 |

(@) & & fawre & e ¥ e, ¥ iR |
5 e A
znﬂ:i;fﬂlﬁ“i::j w oy A o few o B 3

e M F F AR ¥ qu Ao

(2500)
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. ) 4260
3 o ft v D s T R 3
) . (iii) Discuss whether the economies would g0
4. T YET- T 6 I AN 1 B ;
. Rl Wﬁéﬁ%ﬂ, %ﬁw for complete specialization? (10)
T IR 1 WA v & B ey

(0) In a simple specific factors model, Good A is

produced using L (labour) and T (land), and Good

, B is produced using L (lab d K ital).

1. (a) Two economies A and B have labour forces of il (captiad

. There is an equi-proportionate increase in the

500 and 1500, respectively. The tastes and : o

R prices of both goods A and B. Assess its impact
references of these i

p €conomies, over the two on the income distribution of specific and mobile

goods X and Y, are same and are given by the

factors. Illustrate with a suitable diagram.  (5)
utility function U(X,Y)=X%4Y%6, In Country A, one
unit of labour can produce 3 units of Good X; () 2 srfmaenst A R B ¥ www: 500 IR 1500
while in Country B, it can produce 5 units. s TR 21 T IR @ @E AR WAk,

Similarly, one unit of labour can produce 4 units

A FGA X IR Y | @ T IR IR FEwe
U(X,Y)=X04Y06 grT & T 31 3w A ¥, 5@ &t &
TE oG X W 3 THEER W IWEA I AEA 8
e 3w B ¥, 78 5 WA W IUE IR qEHAl B

(1) What is the opportunity cost of producing A WE, SN N T I Ay B H, T8 5 THEA F
X in terms of Y in Country A and B?

of Good Y in Country A, whereas it can produce
8 units in Country B. Given this information,

answer the following questions :

I o G 2 T WE 9 W TE TEE W

(i) Under free trade, what is the equilibrium AN g Y R o4 TERE W I FIE
relative price and relative quantity? 2 wafs 7E 3| B N 8 THEA H IWEA W
Illustrate the equilibrium using RD-RS
diagram.

P.T.O.
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W%l%mﬁ%ﬁ@,mw%
I T

(i) %Aaﬂrsﬁ‘mé%ﬁaﬁﬁmaw
N W AR T 27

(ii) q AR D TEw, Ao w3 e
A A B? ARE - NG AR T Iy
T g @ Ry @

(iil) ==t = R wr srdferae ot Rl & R
e ?

(¥) v "Ry fafite wRe diea §, L (sw) 3Rk T ()
A I D qG A B IedreT b o B, R
L (%) 3R K (o) *1 I7an o= a&g B &
SareT W 31 A awgat A ok B o e
* T - e gt g% 31 fRfire sk R FH
@ o R W ogwEd wE @ e W TR
SHgE @ @ arg REe &

5

(a) Is it always true that trade increases the welfare

of a nation? Under what circumstances would the
concentration of industries in one country leave
another country worse off when trade resumes
between them? Explain with an example and a

suitable diagram. (3)

(b) Consider two countries, Home and Foreign trading

two goods, rice and wheat, under Standard Trade
Model. Home is an importer of rice. Assess the
impact of a tariff on the terms of trade of both
Home and Foreign, if Home imposes a tariff on
rice imports. Illustrate with the help of the RD-

RS diagram. (7

() = 7E Bhwm w2 AR R T § e R

wern 27 R aRRARE A v 3w ¥ A B dhaw
I WD A9 R B ¥ gE T W Rl sl
TR B WCH? T I IR T IuGH IR B

qQq qHARV
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@) me%ma‘r%ﬁ,q}amw
SR

ﬂa@ﬁ-waﬁﬁiwﬁ?ﬁﬁlmmw
m%nuﬁﬂww%mwﬁmé
mﬁqaﬁtﬁ%ﬁﬁ%wﬁﬁw%ﬁm%
¥WE W A6 B RD-RS @ N wern I e
=it

(a) Under the assumptions of the same technology,
tastes, and preferences and no costs or barriers
to trade, the Heckscher-Ohlin-Vanek (HOV) model
predicts that trade in goods is approximately the
same as trade in factors. Discuss with the help of

a diagram.

In continuation to Part (a), it has been seen that
empirically the trade in factors is far less than the

trade in goods. Discuss.

(¢) Explain Rybczynski’s Theorem with the help of 8

diagram,

(6+4+5:15)

4260

4.

7

(37) v & a@w, @me A admas @k =R @ fow

¥ AN A A & URoT & 98d, PEER-
AeferT- A (A ) izt At we 2 e
¥ R TN FRE A AOR F FAA 2| IE R
e ¥ W= S

st (37) & e ¥, @5 @ T 2 R s
T A FEA X AOR AE D AOR F TgF FA 2
o - ot =veem

(@) wsahiR @ wa R s ¥ wE

(a) Consider a large open economy exporting onions.

Due to a bad harvest, the government imposes an
export quota of on the amount of onions exported.
Iustrate the effect of this quota on the welfare
of the domestic economy and the rest of the world.
How do the implications of the use of export quota
differ from that of voluntary export restraints, on

the domestic producers/exporters‘? ®)
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(b) Three countries A, B, ang C prody
Ce Sugar
at g

. > 32
respectively. While there are no r
est

unit cost of production of 40
) and 26

riCtiOns

exports, each country wil] impose ap ad i
. . valo

tariff on imports of Sugar, given by:. o

30%
and 10%, > 20%,

respectively. Suppose Countrieg 4
: and

B sign a free trade agreement. Wil thig |, d
. ad to

trade creation or trade diversion among al] tp
ree

countries?

(7
(37) st fai R Al v w@ g st w iy

T WE FET D BRI, WER P e T
W AEAT W X o faia wier w31 e sefemen
R I frg & AU W W A D OWE A@
Waﬂﬁ?lﬁqw@/ﬁﬂhﬁ“ﬁmm%
W%Wﬁm%qﬁﬁﬁ%ﬁﬁﬂ%

87

4260 9

W U AU 2R e, S wE 30%, 20% 3R
10% & fear smem #r ifse 5 2w A 3k B w=w
AT AR GHAT T BEAE FA 2| 3E 9 om
% @9 AR g B A1 @R A B

5. (a) Suppose there are two countries: Home and
Foreign, both producing telephones. Home exports
telephones to Foreign. Under what conditions can
Foreign claim that Home is indulging in persistent
dumping of the exports of telephones to its
country? Is this claim justified? What is the range
of the size of anti-dumping duty that Foreign can
ask for from its government? Illustrate your answer

)

with the help of a diagram.

(b) Write a short note on horizontal FDI decisions.

3)

(c) What is the Index of Intra-industry trade? If this
index for two industries in a country, chemicals
and clothing, is 0.87 and 0.12 respectively, what

3)

do you infer from the same?
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(s7) W;ﬁmﬁ?%?}w?:ﬁﬂaﬁfﬁq’ﬁa
IET T BB BRA B Ay
& ﬁlﬁam
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(i) If instead of an export subsidy, the

government gives a production subsidy of

21 T aRfRfal % T a8 T 9 T R B oy $10. Attempt a net welfare analysis of the

S 2 24T e R o v

wwmm%?gﬁﬁﬁfﬂm%mﬁ% (b) Write short notes on :

w1 R S R S weR ¥ Wi w3 I I (i) optimum tariff

W IRE T FEEA A T A (i) immiserizing growth (7)
(@) afs Twstond Pl ® vw e Fe i () RA & Reg TR ¥ $70 N Rvw T ® v DA

el feraen @R W AR w0 2w ¥ akd &

3 a WK T B R . W 3R sl A Rafy @ wew 2 Q,=45-025P;
QAig- 9 g gahlh :
’ Nl Q, = 15+0.25P | Frafafad wer & IvR 2 -

0.87 3R 012 B, W 9 E@ = s Aawem 37

(|) JHR-IUNT AUR H gaHih w1 27 R B dm ¥

(i) = AR wWER 10 IR & Faia afead R
2 IR D TE T RAWT w v W

6. (a) Consider a small open economy trading in the world

market of watches, at the world price of $70.

(i) F T, WER $10 N I
The d d and supply conditions of watches afe e afsast
i the coun Ny 45-0.25P; qieast I B W D YE T fwAwor w=

within the country are as follows: Qy . e
Q.= 15+0.25P. Answer the following questions:
h vernment gives 8 export @) (i) sew 2Rw (i) gwetshnm M (7) w Efera A
(i) Suppose the go afs e
subsidy of $10. Attempt a net

is of same.
analysis of the I
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7. (a) Boreland and Pipeland

toycars, having the following demanq and
su

12

are two countrieg Produciy
g

conditions : Pply
Boreland: DD: Q, = 10-2p
SS: Q, = 2+2p
Pipeland: DD: Q, = 8-2pP
SS: Q, = 4+2p
() Given this information, what will be the

(ii)

(iii)

world equilibrium price and quantity

traded?

The fixed cost of setting up a production
chain of toycars by the exporting country

in the importing country is $2.5, and the

cost of transportation is $0.25 per toycar

exported. Which route would be preferred

by the exporting country: producing

toycars abroad or exporting the same from

home?

. . ’ ain
In the light of the above answers, exp!

the tradeoff faced by the exporting country)-
(10

4260
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(b) How does the Marshallian theory of external

economies explain the emergence of industrial

districts? (5)

(37) Sels AR UrETAE A FR T IerET T AN o Iy
2, Romet 7 3k smfS o Rufy PR 2

ARels DD: Q, = 10-2P
SS: Q, = 2+2P

I DD: Q, = 8-2P
SS: Q, = 4+2P

(i)

(ii)

T WHER H @S g8, e deem = sk

axmna%.wﬁrwz‘nﬁ?

frafas 3w W smE & T W A Rawe
W TEH IJNRT sjEe wed w h i
A $2.5 B, 3R wRaEw @ oW $0.25 W
Recirer frafa &t ot &1 frafos 30 &
et ot e 3 fRw ¥ Rae & Ie

A W R F Iga i w?
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e IR @ e X, Fafae 3w g wEE
A T I J3IE @ wRe W

(iii)

e syt v witeE R stefe el @

o @ e R F 87

(2) Consider two countries A and B, producing

vertically differentiated products, where the price:
are determined by the quality of the good:
produced. Higher the quality, higher the price. Le
the prices in the two countries be given by: , whert
a is the quality of the product. W, and W are the
wages in the two countries, and R, and Ry arc
the rental rates to capital. The two countrie:
compete in the world market in the intra-industr
trade setup. Suppose Country A imposes a tarif
of t on the import price of the product, irrespectiv:
of the quality of the product. Illustrate with th
help of a diagram the change in the price line
with respect to a for the two countries and th

pattern of trade with the two countries. 9

15

(b) Discuss the actions that can be taken by the

consumers, unions, and firms of respective
countries to improve the labor standards while

trading in international markets. (6)

(31) @ M A 3R B W faum &, s w7 fafer 3=

¥ FuiRa ot & e o e 2, Fee
I B e BRI O I ¥ R e oz §
WG Wl o IAE H EEr B OW, FROW
A IW ¥ word ¥, IR R, F R, W F =
fd &t R T A W FW-TIN =JOR FTIE

fizg soR ¥ wiemst &= 21 W ST = OIF

w

A JEOE B IEE T Wt w Wy = 3

“,

A

IR I9E @ EA T W T ouE IS
TEEE A A AW ? Y o R T ¥ IR S
¥ wRadw ok A M B WY WEUR P TE T R/
Eadl
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(@) st AR § SR TR A g Ay
A
& fre vl A & IuiEEaN, AR Ry e
S E
fry W wEY A A W
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