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Objectives: 

The objective of this paper is to provide deep understanding about the broad principles and theories, which tend to govern the free flow of trade in goods, services and capital – both short term and long term at the global level.  
Syllabus : (100 Marks)

The syllabus is divided into five units and each unit carries 20 marks.

Unit I

Theory of International Trade: Classical Theories: Adam Smith, Ricardo and Mill. Haberler’s Theory of Opportunity Cost, Heckscher - Ohlin Theorem, Factor Price Equalization Theorem, Stolper- Samuelson Theorem.  Contemporary Trade Theories.
Technology Difference Models: Adjustment to changes in Technology, Imitation Gap Theories of Trade, Product Cycle Theories of Trade
Unit II

Economic Growth and International Trade, Gains from Trade and Income Distribution, Immiserising Growth, Technical Progress and Terms of Trade, Rybczynski Theorem. 
Intra Industry Trade: Importance, Intra Industry trade in Homogeneous and Differentiated Products, Welfare Implications of Intra-Industry Trade, International Factor Movements: Labour Migration and Brain Drain, Capital Movements- Direct and Portfolio Investments, Multinational Enterprise- Role. Trade Under Imperfectly Competitive Market.
Unit III
Commercial Policy: Theory of Tariffs and the Terms of Trade, Optimum Tariff, ‘Tariffs, Subsidies and distortions in Commodity and Factor Markets’, Tariff Structure and Effective Rate of Protection, Customs Union, Partial and General Equilibrium Effects.
The Political Economy of Protection: Political markets, the Choice of Protective Instrument, Tariff Lobbying by a Single Producer, Capturing Anti-Dumping Legislation.

International Trade and Environment.

Unit IV

Balance of Payments- Concepts, Balance of Trade and Transfers, Current and Capital Account- Deficits and Surpluses.
BOP Adjustment- Monetary and Fiscal Policy: Expenditure Changing Policy, Income Approach, Price Approach, Exchange Rate Changes, Marshal-Lerner Condition: Empirical Measurement of Elasticities,  Elasticity and Absorption Approach to Analysis of Devaluation, Synthesis of the two Approaches.

Foreign Exchange Market: Spot and Forward Market, Demand and Supply of Foreign Exchange, Spot and Forward Exchange Rate

Optimum Currency Area Theories: Factor Mobility Theory (Mundell), Open Economy Theory (McKinnon), Propensity to Inflation Theory (Magnifco).
Unit V
India’s Foreign Trade- Trends, Composition and Direction, India’s Trade in Planning Period – Analysing the Policy Changes. India’s Trade in the Post 1991 period. India’s BoP Situation in Post 1991 Period. WTO and India, Euro Currency, Import Substitution and Industrialization- Theoretical Issues and Indian Experience.

IMF and its Objectives, International Liquidity, SDR and Developing Countries. 
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