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1.

Explain critically the theory of comparative cost difference. 14
OR

What is meant by terms of Trade ? Explain how offer curves determine the terms of
trade.

(a) Discuss argument for protection of infant industry. 14
(b) State the advantages and disadvantages of Free trade.
OR

Discuss the Purchasing Power Parity (PPP) theory of exchange rate with its limitations.

Discuss the causes of disequilibrium of balance of payment and measure to remove
imbalance. 14

OR
(a) State the meaning and characteristics of public goods and private goods.
(b) Discuss the limitation of market mechanism.

Describe the effect of taxation on production and distribution. 14
OR

(a) What are the reasons for rapid increase in the public expenditure ?

(b) State the sources of revenue for the Government.

Write short notes on any two : 14
(a) Arguments in favour of deficit financing.

(b) Burden of Public debt

(c) Spill over cost and spill over benefit

(d) Benefit theory of taxation
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