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3. qS sr+ * sI-6 tcl{ * r

4 qruRur+dE+drYvfra6 qrfr* r

s. Errs{r-rn6ro* n**64ffi \.+' qmdAfrq, AEi{

<tt srt or qnrq qm' & +<r qtBs I

(

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 l2 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/Q*. Given this information, answer

the following questions: ( 15)

(a) Derive the production possibility frontier of both

economies.
(

(b) Which country has the comparative advantage in

the production of Good X?

(c) Sketch the relative demand and relative supply

curves in a neatly labelled diagram.

t1

incumbent country, Misoland, may launch a similar

product. The following matrix shows the payofl's

of the two countries. What is the minimum amount

of subsidy that Technoland should give to its

producers to enter the AI market? Is this subsidy

justifiable, given that Misoland is incumbent in the

market? Discuss

'lechnoland

Launch Do not l&unoh

Misoland
l,auncl'r (-50.-50) (150,0)

Do uot launch (o.l s0) ().0)
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o.r2 ir EEfr qrrqr *fuqt

(l*) nt aren t qo qqr varr6 2fft& @q qMR

+ c6 Tcr *{ ifa o..A fr +s{r s-{r rtr +l Erdfr,
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7. Answer the following questions : (8+7)

(a) What is effective rate ofprotection? 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

ffifur yra* * var flfrs:

(o,) maror fr nqrfr Ei Rr *? efu d qmqa <r + frs,
rFIr {{elqr + yqlft cr F-q d q6-A *? Vfi.sEr&ur

fr c-f,d t fiarsr

(r<) sfrir qr c6 {ftR q}c ftfr.ssr

8. Answer the following questions: (5+ l0)

(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 AI 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.

e?u { eq x *( y * serr< * ftq E6r{ "rc d
slriTq6-dr{ -6rT{t: 20 *t to *, Bi{ Eaff ilr + rz ofu z

,,, *r r<?rr t rFT 1600 * *r Fm + 24oo lt ++ il+q-{e{Bt

* fts rsrd eft yrffi qqm ir rflEei drr qo e( e-6.R

frqr rrqr B: Px/Py = ey/ex r gr ur{firfr + sruR rR,

frqftfrT yri B t.rt< fffus,

(o.) atit- il&qerrct fr stcrfi qarr*ir ff ffidqr

(q) fts tsr d sq x* ssrr< t ga-<reo. am l?

(rr) uaw {m ft q'ng stl$ qd d vln-34 arr t a-eo

frs rrs i{t{s t e-ir{}r

(q) friq-a-rr + e-fR qr qd dfrqr

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-intensivc.
The'factois are assumed to be mobile between sectors

3

(

2

((

P.T.O.



67 47 94 67 47

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. { 
'rl

n.SS qr F-qR dfqs6 t( twl *t ffic (c)r A+'

rtrr sFItE;t ,rc (L) *{ tfr trl q,r sqarl 6,-+ frqr qrtr

ir ardft', t{ ster5 erfro ryq-rrra +, Esfr' #e
inSeilF-d irF+. {fr-zra*t 6rd d ?rr + $-dr H +
ftq zrfrfi-o qm vrrr * ft n c-+' Erft + fts ir$ vfreryq<

*r qm dfrq fr sct-ffi s{+q{rqr +, Errdi cI sqfr fr
<riqr ffi + +{ T{drs qfi A+ + wv, ifr qi iqf,erdr

gA +e *r * <q*, +{ *t {sr+c * sereq

q{ wr nqn qs.dr t? \-6- iltcs m r<-E t v.rgn} r

(

3. 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

(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.

qrsir rFr BeET 6,.A sre A ?d A *r Bc( G-qn dfrqt

++ H + crrr ft ar$ * ftft fti ff rr{ *,

?sr e: DD: Qo = looo-2P

SS: Q,:200+2P

tsr s: DD: Qn : 8oo-2P

SS: Qs:400+2P

(i) E{ qr{6ft * emm q{ arqR * t.+ vr s-d

dRqr Frq rqc< ae sk 6It-cR 6 cnr wI

+ft?

(il) qr{ dfrq ft snqm q'G srflI tsr ro {qa cfr

aR-. ffu vrnar il \1+, tqcfrTd +{d sre

sfre * qrtqq t, snqm fi+ sre trt qt gs

tfu * ge 6-{qror nqFI rn qd dBet
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(ra) ,;mwilftr * rqn +1qufil W *n H d frs qr+eT

m at1ffi sfrr rrm wtre rnqr

(q) qm mfrs ft ?n at ffi qnn iFFr +e *, +
cq-& sc t ?o nfr st vrft qq* ft +srcil +
incrf, d arn d carfr *r w qu Bcar + Rrtfurr

+ ++ FqrEd q'c<r i?

Consider two countries A and B producing rice.

Demand and supply conditions in the two countries

are given below : (15)

Country A: DD: Qo : 1000-2p

SS: Q": 200+2P

Country B: DD: Qo : 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?

(metal). There is an increase in the relative price

of bottles to telephones (Pr/P.r). Assess its impact

on the income distribution of specific and mobile

factors with the help of a diagram. (S)

(' @1 Consider two countries, Home and Foreign,

trading two goods, rice and wheat, under perfect

competition in the 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 an RD-RS diagram.

(7)

ffiR-q-d cri * B-f,r Afrs

(o) v+- ece GRe +r<o'teo t, dra) qr sflrfi L (ffi)

ft c 6*ruy o.r sc+rr q"td B"qr vror e, 3fu 2.ffi{
rfiT uflrq;r L (src) *i M (qrg) 61 3tr+rr t6..+

frqr orar il qtild] + lffi{ (pB/pr) d $qii

dc-d + gA *& *r qo irt{d d T{d + frRrq 3fu

qfrfi-d 61161 * iflrc G-ilrq qt tr* yqre tnl 3trfi-fr{

dfrsr
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(rs) rri6 qrqR dsd t Ti cRetrt * <re i <qS,

qr+a *r i-icl qrqn q"<i <rd a iqt', +( *t G?ff

vt G-qn dfrqr *q w+o qil BIFIrcTtF *r *q *t
Atff ffi * qrqn * rrfr qt tfrq'* vqre qr

sr+-a-< dfrq uE *q urro * srqrt q< 2fiq-a.ner

il srr&-srrgq !rt{q d rrsrzror t sd{ dfr\-

ln 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)

it-qqr< q"{ * <rq, ffi * $iiltq- stq-{e{r* * msf,

i, qrqr< ${ B{IF+- \ffoiq n Rdr *r ErA sre aA A

i-a dir ertce d qarqar t q-d fr&qt

Consider two countries. A and B, in an offshorlrr

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)

(a) Will Country A offshore high-end production

activities or low-end production activities on the

value chain for a given product? 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?

ffiftr {rd + a ?d, ,q *t 3q1 fiun dfrqr qr frfrq

ft A+ Errd ryH 6r qrtq ta-< et Arro 'rH m

Ea-+ t ofu+. tr gsre< qRRM i 1ft sfu ervn * arn

v.6 rrlm *r s{ dr+olft t sntm qt, ffifuH rri +
l:rrt 6frT:

(m) wr tsr efrilft Rq {q t-icrq + fts {€ T-{dr c{

wq-<fu ssrerq qRRETA qr ftq-Rtc Effrfi

qRG0r+ + iffir qtm? qrqr 6frqr

n
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