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Answer any two questions :

(2)

(b)

(d)
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English Version

20 x2 =40
What do you understand by comparative
cost advantage ? Prove that the existence of
comparative cost advantage is a sufficient
reason of international trade. Explain
Ricardo's theory of comparative advantage
with the help of opportunity cost theory.
4+8+8
"The price of the imported good falls as a
result of imposition of import-export tariff.
If this happens then the Stolper-
Sammuelson theory will not be effective."
Discuss the validity of the above statement.
Make a comparative study between tariff
10 + 10
What is exchange rate ? Explain how the

and quota.

intersection of demand and supply
determine the exchange rate of an
economy. Should a country opt for a
flexible exchange rate system ? Express
4+8+8
What is meant by federal fiscal system ?

your views.

Explain the necessity of such a fiscal
system. Explain the relation between
Central and Regional government in a

federal fiscal system. 4+6+10
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2.  Answer any three questions :

()

(b)

12 x 3 =36
Explain Adam Smith's theory of Absolute
Cost Advantage. What were the questions
which Smith's theory could not answer ?
Explain how Ricardo answered those
6+2+4

Explain the nature of gains of trade arising

questions.

from international trade. Show that the
gains from international trade is the sum
total of production and consumption
related gain. 6+6
What do you understand by 'Balance of
Payments' of a country ? Explain the
significance of Autonomous and
Accommodating transactions and
distinguish between those two. 4+8
What is meant by unit tax ? Discuss the
effect of unit tax in a competitive market
and a monopoly market. 2+ 10
What are the main objectives for
application of fiscal policy ? Discuss how
far the application of fiscal policy
successful in fulfilling those objectives.
6+6
Discuss the main features of government
grants. Draw a comparison between
government expenditure and government

grants. 4+8
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3.  Answer any four questions :

(2)

(b)

(d)

(e)
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6 x 4 = 24

Why was the world bank established ?
Discuss the various functions of the world
bank. 2+4

What is meant by devaluation of currency ?
Discuss how devaluation helps in
correcting the disequilibrium in Balance of

Payment. 2+4

Discuss the defects in the Ricardian theory.
Explain how comparative cost advantage
theory is applicable in case of more than

two countries. 3+3

What are invisible import and invisible
export ? What role does Capital Accounts in
Balance of Payment play to bring

equilibrium in foreign trade ? 3+3

What is foreign exchange market ? What
are spot market and forward market ?

Explain the relation between the two. 2 + 4

Discuss the features of public good. How is

the equilibrium of public good determined ?
2+4

[ Turn over

(SEC-V) (UT-187/16) 4

(8)

(h)

What is capital gain ? Discuss its main
features. Discuss the effects of imposition

of taxes on capital gains. 2+2+2

What is the objective of benefit theory ?
Discuss, how far, the solution given by
Bowen and Lindhal on the problem of tax

distribution is realistic. 2+4
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