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Section — I

Attempt any three of the following questions.

8.

What is meant by value of money ? Discuss the limitations of index numbers as a

method of measurement of value of money. 14
Explain the meaning and construction of index numbers with help of an example. 14
Evaluate Prof. Fisher’s version of Quantity theory of money. 14

Explain the Cambridge equation of Quantity theory of money and discuss its

limitations. 14
Explain the meaning and causes of inflation. 14
Discuss various measures to control inflation in an economy. 14
Explain the meaning and characteristics of monetarism. 14
Discuss Rules v/s Discretion debate regarding the change in money supply. 14
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Section — II

9.  Fill in the blanks by choosing the correct option : (Any four)
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During inflation the value of money . (increases, decreases)

Index numbers are constructed on the basis of prices. (wholesale,

retail)
M1 = Currency + . (Time Deposits, Demand Deposits)

According to Quantity Theory of Money there is relationship

between the supply of money and value of money. (inverse, direct)

During inflation the aggregate demand in the economy is than the

aggregate supply. (more, less)
Inflation the cost of living in the economy. (increases, decreases)

Monetarists focus on studying the impact of variations in on the

economy. (money supply, demand for money)

Monetarists assume prices and wages in the economy to be . (rigid,

flexible)
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Answer any three of the following questions :

1. Discuss in detail the definition, objectives and scope of public finance. 14

2. Make a comparison between private cost-benefit and public cost-benefit. 14

3. Discuss taxation, public debt, profits from public enterprises and privatization of

public sector units as sources of revenue for the government. 14
4.  Discuss the meaning, advantages and disadvantages of deficit financing. 14
5. What is tax incidence ? Discuss tax incidence with varying elasticity of demand. 14
6.  Explain the effects of taxation on production, employment and distribution. 14
7. Discuss the causes responsible for increase in public expenditure in the economy. 14
8.  Explain the meaning of public debt and discuss its effects. 14
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Section — II

Fill in the blanks by choosing the correct option : (Any four)

Merit goods have benefits. (spillover, limited)

Optimum allocation through market mechanism is possible only under

(monopoly, perfect competition)
Taxation is a part of policy. (monetary, fiscal)

When revenue earned by a state is higher than it’s expenditure it results in

(deficit, surplus)

Taxes are said to be when higher income groups are taxed at a higher

rate, (progressive, regressive)

GST is an/a tax. (indirect, direct)

It is to shift the burden of public debt to future generations, (possible,
not possible)

Public debt is said to be when it leads to an increase in the assets of an

economy.  (unproductive, productive)



