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indicated in the margin.
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1. Answer any two questions :

(2)

(b)

()
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English Version

20 x2 =40
"Though the Ricardian theory and the
Heckscher-Ohlin theory are apparently
similar there lies a number of
dissimilarities also." Discuss the main
features of the two theories and make a
comparative difference between the two.

Explain how the theory of comparative cost
difference is applicable in case of more than
two goods. 10 + 10
How does a country control trade ? What is
the effect of such a control on the
economy ? In this context discuss the
Stolper-Samuelson theorem. 4+6+10
What is Balance of Trade and Balance of
Payments ? What is the relation between
them ? Highlight the significance of
Autonomous transaction and

Accommodating transaction with examples

and distinguish between the two. 5+ 5 +10
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(d)

What do you understand by fiscal policy ?
Discuss the role played by fiscal policy in
economic development of a country.
Discuss how by applying fiscal policy an

economy can be saved from the fluctuations

caused by the business cycle. 4+6+10
2. Answer any three questions : 12 x 3 =36
(@) In Ricardo's theory of comparative cost

(b)

production cost is assumed to be fixed. But
if there is an increasing cost explain how,
with the help of the production possibility
curve, the gains from trade arises.

Explain whether the theory of comparative
cost is applicable in case of more than two
countries. 6+6
"Balance of payments always balances
itself." Discuss the above statement giving
your views. Discuss about the difference
between Balance of Current Account and
Balance of Capital Account. 6+6
What do you mean by direct tax ? Explain
the factors for levying of direct tax. Discuss
the effects of income tax on savings.

2+4+6
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(d)

Answer any four questions :

(@)

(b)
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What are the features of Benefit theory ?
Discuss how Bowen and Lindhal suggested
the solution regarding distribution of taxes

using this theory. 4+8

What is devaluation ? Discuss devaluation
from the point of view of elasticity approach

and absorption approach. 2+ 10

Discuss the main objectives of the IMF.
Discuss how far the objectives were
successful.  Describe how far the
introduction of 'Special Drawing Rights'
have helped the less developed countries

in compensating deficit in BOP. 2 +6+4

6 x 4 =24

Explain Adam Smith's theory of Absolute
cost difference as a basis of International
trade. Discuss the shortcomings of this

theory. 4+ 2

Discuss the nature of gains from trade in
different situations arising from
International trade. Discuss how the gains
from trade are distributed among the

different participating countries. 3+3
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(©)

(d)

(®

(h)

Discuss the features of public goods. How
is the equilibrium price of public goods
determined ? 2+4
What are the factors on which a person's
taxable income is measured ? How is the

burden of taxation measured ? 3+3

What are the purposes of public
expenditure ? Which policy is followed in

case of public expenditure ? 3+3

Discuss in detail the objectives of giving
grants by the Central Government to the
regional government. Distinguish between

conditional grant and unconditional grant.
3+3

What is meant by exchange rate ? What are

the factors that affect exchange rate ? 3 + 3

What do you understand by federal fiscal
system ? What are the problems created by
such a fiscal system ? 3+3
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