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PAPER VII – INTERNATIONAL ECONOMICS 
 

Module 1  
 
Meaning and contents of International Economics – Importance of International 
Economics – Internal and International Trade – Ricardian Theory – Heckscher – 
Ohlin – Samnelson Theory – Leontif Paradox.  
 
Module – 2 
 
Terms of trade – Tarrifs and their Effects on producers and consumers – Free 
Trade and Protection – Arguments for a against free Trade – long term trends in 
the international terms of trade between primary and manufactured 
commodities – WTO and Most Favoured Nations (MFN) clause.  
 
Module – 3 
 
Foreign exchange market – cleaning – Hedging – specialisation forward Vs spot 
rates – pegging fixed and floating rates – Balance of payments – Equilibrium 
and Disequilibrium – Methods of correcting disequilibrium. 
 
Module – 4 
 
IMF – The role of Gold in the IMF – Breakdown of Bretton woods – Special 
Drawing Rights (SRDS) – International liquidity – The Debt Crisis of the Third 
World – New International Economic Order. 
 
Module - 5  
 
International capital flows – World Bank and Transnational corporations – The 
Debt crisis of the Third World. The Indian case – Gold standard.  
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