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Special credit will be given for accuracy and relevance
in the answer. Marks will be deducted for incorrect
spelling, untidy work and illegible handwriting.
The weightage for each question has been
indicated in the margin.
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1. Answer any two questions :

(2)

(b)

(d)

B.A.-755-Y
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English Version

20 x2 =40
Based on the theory of International Trade
explain Adam Smith's theory of absolute
cost difference. "In the context of classical
theory of International trade Ricardo's
theory of comparative cost difference is
assumed to be an improvement over Adam
Smith's theory." Discuss the correctness of
the above statement with examples. 8 + 12
Describe, in detail, how fiscal policy of a
country helps to accelerate its economic
development. Discuss how the application
of fiscal policy saves a country from the
10+ 10
What do you mean by devaluation of

fluctuation of business cycle.

currency ? Explain how devaluation
influences export and import. Discuss
devaluation from the point of view of
elasticity approach and absorption
5+5+10

Explain what you mean by direct tax and

approach.

indirect tax. Discuss the difference between
value added tax and wunit tax with
examples. Explain the effect of unit tax on a
market with

competitive graphical

representation. 5S+5+10

[ Turn over

(S-3) (SEC-V) (UT-187/15) 2

(e)

2. Answer any three questions :

()

(b)

(d)

Discuss the features of public debt.
Describe the burden of public debt on an
economy. Discuss external and internal
debt by differentiating both types of debt.

10 + 10
12 x 3 =36

Explain the assumptions of Heckscher-
Ohlin theory. Discuss on the basis of
Heckscher-Ohlin theory why comparative
cost difference arises between two

countries. 6+6

What do you mean by exchange rate ?
Discuss the advantages and disadvantages

of a flexible exchange rate. 4+8

Discuss the policies for levying of taxes.
Show how Howard R. Bowen proposed to
solve the problem of tax distribution by
applying benefit approach. S+7

Explain how trade can be controlled with
the help of quota. Discuss Metzler's
Paradox with reference to  Stolper-

Samuelson theory. 6+6

What were the objectives of setting up of
International Monetary Fund and World
Bank ? Discuss how far the objectives were

successful. 6+6
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@ In case of income tax analyse the effect of
income effect and substitution effect on
entrepreneurship.

3. Answer any four questions : 6x4=24

(@) What do you mean by International Trade ?
Discuss how the theory of comparative cost
difference is applicable in case of more than

two countries. 2+4

(b) What do you mean by an open economy ?
Discuss how the gains arising from
International Trade are shared between

different participating countries. 2+4
(c) Distinguish between :
(i) Balance of Current Account and
Balance of Capital Account.
(i) Balance of trade and Balance of
payments. 3+3
(d) Discuss the factors on which demand for
and supply of foreign currency depend.

() Discuss how the value of currency of any
country is determined by Gold Standard.
Give a comparative discussion on
Expenditure Reducing Policy and
Expenditure Switching Policy. 3+3
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(8)

(h)

Discuss the factors that influence exchange
rate. What are the steps taken by the IMF

to keep exchange rate stable ? 3+3

Explain with examples what is meant by
public goods. Discuss the problems of
determining the equilibrium of public

goods. 3+3

What is government grant ? Give a
comparative discussion on conditional and

unconditional grant. 2+4
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