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FOREWORD

Since its establishment in 1976, Acharya Nagarjuna University has been forging
aheadin the path of progress and dynamism, offering a variety of courses and research
contributions. I am extremely happy that by gaining ‘A’ grade from the NAAC in the year
2016, Acharya Nagarjuna University is offering educational opportunities at the UG, PG
levels apart from research degrees to students from over 443 affiliated colleges spread
over the two districts of Guntur and Prakasam.

The University has also started the Centre for Distance Education in 2003-04 with
the aim of taking higher education to the door step of all the sectors of the society. The
centre will be a great help to those who cannot join in colleges, those who cannot afford
the exorbitant fees as regular students, and even to housewives desirous of pursuing
higher studies. Acharya Nagarjuna University has started offering B.A., and B.Com
courses at the Degree level and M.A., M.Com., M.Sc., M.B.A., and L.L.M., courses at the
PG level from the academic year 2003-2004 onwards.

To facilitate easier understanding by students studying through the distance mode,
these self-instruction materials have been prepared by eminent and experienced teachers.
The lessons have been drafted with great care and expertise in the stipulated time by these
teachers. Constructive ideas and scholarly suggestions are welcome from students and
teachers involved respectively. Such ideas will be incorporated for the greater efficacy of
this distance mode of education. For clarification of doubts and feedback, weekly classes
and contact classes will be arranged at the UG and PG levels respectively.

It is my aim that students getting higher education through the Centre for Distance
Education should improve their qualification, have better employment opportunities and
in turn be part of country’s progress. It is my fond desire that in the years to come, the
Centre for Distance Education will go from strength to strength in the form of new
courses and by catering to larger number of people. My congratulations to all the
Directors, Academic Coordinators, Editors and Lesson- writers of the Centre who have
helped in these endeavors.

Prof. P. Raja Sekhar
Vice-Chancellor (FAC)
Acharya Nagarjuna University



203EC21: INTERNATIONAL ECONOMICS

Module I: THEORY OF INTERNATIONAL TRADE

Meaning and Importance of International Trade — Silent Features of International
Trade — The pure theory of International Trade — Theories of Absolute Advantage,
Comparative Advantage and Relatively Costs, Hecksher — Ohlin Theory of International
Trade.

Module 2: MEASUREMENT OF GAINS
Measurement of Gains from Trade and Distribution — Concepts of Terms of Trade,
their uses and limitations — Hypothesis of Secular Deterioration of Terms of Trade.

Module 3: THEORY OF INTERVENTIONS
The Theory of Interventions — Tariffs, Quotas and Non-tariff barriers — Economic
Effects of Tariffs and Quotas on National Income, Output and Employment.

Module 4: BALANCE OF PAYMENTS

Meaning and Components of Balance of Payments — Equilibrium and disequilibrium
in Balance of Payments — The process of adjustment of balance of payments. Relative merits
and demerits of fixed and flexible exchange rates.

Module 5: INTERNATIONAL FINANCIAL INSTITUTIONS
International Monetary Food (IMF) — The World Bank (IBRD) — International
Finance Corporation (IFC) — International Development Association (IDA)

READING LIST

1. Soderston, Bo (1991), International Economics, The Macmillan Press Ltd.,
London.

2. Bhagwati, J. (Ed.) (1981), International Trade, Selected Readings, Cambridge,
University Press, Massachusetts.

3. Kindleberger, C.P.(1973), International Economics, R.D.Irwin, Homewood.

4. Carbough, R.J.(1999),International Economics, International Thompson
Publishing, New York.

5. Dana, M.S.(2000), International Economics; Study, Guide and Work Book (5th

Edition, Routledge Publishers, London.
6. Carbaugh, International Economics, gth Edition, 2004.
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K, this type of technical progress is called Capital - Saving).
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203EC21
M.A (Economics) DEGREE EXAMIANTIONS

Second Semester
Economics

Paper-III - INTERNATIONAL ECONOMICS

Time : Three hours Maximum : 70 marks

Answer ALL questions.
All questions carry equal marks.
1. (a) Explain the theory of comparative cost with the opportunity cost approach.
Or
(b) What are the necessary and sufficient conditions for the factor price equilisation
theorem to hold? Explain.
2. (a) Briefly explain measurement of gains from trade and distribution.
Or
(b) Explain how secular deterioration of terms of trade measures of gains from trade.
3. (a) Examine the effect of tariff on terms of trade.
Or
(b) Briefly discuss objectives of import quota and compare between tariff and quota.
4. (a) Explain the adjustment mechanism theories of balance of payments.
Or
(b) Distinguish between floating exchange rate and fixed exchange rate of a country.
What type of exchange rate system has been currently adopted by India?
5. (a) Give a brief account of IBRD.
Or

(b) Briefly explain the achievements failures of International Finance Corporation (IFC).
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