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The unit labour requirements for the production of
goods X and Y in the home country are 20 and 10,

and in the foreign country are 12 and 2, respectively.

The labour in Home is 1600 and that in Foreign is - . -

2400. The tastes and preferences are the same for
both economies. The relative demand curve is given
by : Px/Py = Qy/Qx. Given this information, answer
the following questions : (15)

(a) Derive the production possibility frontier of both

(

(b) Which country has the comparative advantage in

economies.

the production of Good X?

(c) Sketch the relative demand and relative supply

curves in a neatly labelled diagram.
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incumbent country, Misoland, may launch a similar
product. The following matrix shows the payoffs
of the two countries. What is the minimum amount
of subsidy that Technoland should give to its
producers to enter the Al market? Is this subsidy
justifiable, given that Misoland is incumbent in the

market? Discuss

Technoland
Launch Do not launch
Launch (-30,-30) | (150,0)
Misoland
Do not launch | (0,150) (0,0)
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Answer the following questions : (8+7)

(a) What is effective rate of protection? For a nominal
rate of tariff, can the effective rate of protection

be different? Explain with the help of an example.

(b) Write a short note on dumping.
rfafaa vl @ 3w Gt
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Answer the following questions : (5+10)

(a) Suppose the indices of intra-industry trade for two
industries of a country, chemicals and clothing,

are 0.87 and 0.12, respectively. Interpret the same.

(b) Technoland, a new entrant in the Al market, is
planning to launch a new drone in the international

market. However, it faces a threat that the
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(d) Discuss the nature of specialization.

WY ¥ g X AR Y & IaeT @ B oz osw &
FEaTEHAN HAA: 20 AR 10 F, 3N AR ;A 12 sk 2
#1 wRW A W 1600 B 3Rk AR ¥ 2400 31 A feraEna
& foe @ ik wufeard @ 21 aner Wi T 3@ TR
fRar @ 2 Px/Py = Qy/Qx | 30 WHEHE B MER W,
fFfofaa wel & 3er Gfvm -

(®) N sefeaenst @ IeaeT wwEr @ P
(@) e 3 =t awg X @ I A qereTE A 27

(1) w3 e R T A A - g T A SEe
fhy @ s # =

() fodwwran ot wefa w ==t i

Consider two goods: Wheat (W) and Chocolates (C).
Both are produced using labour (L) and capital (K).
However, wheat is relatively more labour-intensive,
while chocolates are relatively more capital-intensive.

The-factors are assumed to be mobile between sectors

PTG,
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within the country and are imperfect substitutes for
each other. Suppose in the above economy, there is a
sudden increase in the availability of capital, with no
change in the relative prices of factors or goods.
What is the effect on the production of the two goods,
wheat and chocolates? Illustrate with the help of a
diagram. ('5)
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Answer the following questions :

(a) In a simple specific factors model, bottles are
- produced using L (labour) and G (glass), and
telephones are produced using L (labour) and M
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(ii) Suppose the importing country puts a per
unit tariff of Rs.10. Through a neatly
labelled diagram, discuss the net welfare
impact of this tariff on the importing

country.
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3m A: DD: Q, = 1000-2P
SS: Q, = 200+2P
W B: DD: Q, = 800-2P
SS: Qs = 400+2P
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6. Consider two countries A and B producing rice.
Demand and supply conditions in the two countries

are given below : (15)
Country A: DD: Q, = 1000-2P

SS: Q, = 200+2P
Country B: DD: Q, = 800-2P

SS: Qs = 400+2P

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

price and quantity traded?
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(metal). There is an increase in the relative price
of bottles to telephones (P,/P,). Assess its impact
on the income distribution of specific and mobile

factors with the help of a diagram. (8)

' (b) Consider two countries, Home and Foreign,

trading two goods, rice and wheat, under perfect
competition in the Standard Trade Model. Home
1s 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.

IMlustrate with the help of an RD-RS diagram.
(7)
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In the model of internal economies of scale, with non-
identical firms, trade and economic integration would
produce both winners and losers. Discuss with the

help of a diagram. (15)
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Consider two countries, A and B, in an offshorire
model. Suppose A’s skilled labor has a higher relative
wage than B’s skilled labor. The costs of capital and
trade are uniform across production activities. Given

this information, answer the following questions:

(15)
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(a) Will Country A offshore high-end production
activities or low-end production activities on the

value chain for a given pfoduct? Explain.

(b) Draw relative labor supply and demand diagrams
for the two countries showing the effect of

offshoring.

(c) Suppose supply constraint emerges in the country
B, which effectively increases Country A’s cost

of importing all goods and services from B. How

does this affect the slicing of the value chain?
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