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PART A

1. (a) Draw the budget line for the following cases.

(i) A grocery shop starts a scheme in which,
for and then for The price of good is
constant at Rs.3. Consumer Income is.

(ii) If the consumer buys more than one unit
of the first good, he gets one unit of second
good free.

(iti) The Government subsidizes gasoline
purchase by paying half the cost of each
litre purchased in excess of 20 litres per
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month. ldentily on the diagram for a given
amount of gasoline consumption, how much
consumer spends on gasoline and how much
the (3+3+3)

(b) Answer the following questions :

(i)

(if)

(1)

Maya thinks margarine is just a8 good as
butter. Margarine is sold in 100 grams
package and butter in 200 grams package.
Draw Maya's indifference curve for
packages of margarine and butter and give
her utility function.

Meera likes sugar in her tea, but she simply
cannot differentiate between quantities of
sugar which differ by one gram or less.
Explain why her preferences violate
transitivity.

Find whether is a monotonic transformation
of

Take x (252+2)

(&) Feafafes woe = v s9e @ g

(i)

v s o g v S 3w e,
@ fiw ot fme & fw ) =g y i S 55
w feww &1 I sm #)

L o B
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(ii) =ft v wBel @ 9 Uw ¥ afuw T

i)

=i B, 9 39 790 7wy o vw v Ao
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W 20 wie Wi AW A st |t ay gl
Hiew wt SR S W e S e
e W oafeEd 3 R A wvE W@ o
W & B s o wewE, I dEe
w e & wo @ e faeen 7

(i) =rr | # B wotos was few & oo

(ii)

(i)

B | W0 100 W F Yaw F s weee 200
TN T UET A FW A B WG A A
= dmer w o wmw w dmlkme aw Wi sk
TAE IE FET S |

A W FE A A var B, S S
A W S FE W A W UE we W
Ia& ww & 1w T e wafe g
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e Fw i w1 U e oftede B
Take x.
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2. (a) Which of the following utility functions has a global
satiation point? Which of them represent convex

preferences? Support your answer with a diagram.
+ (3+2)

(b} Consider a consumer with the utility function where

x and y are two commodities.
(i} Plot his indifference curves
(i1} Are his preferences convex?

(i) Will he spend his entire income on x and
y7 {1+2+2)

(¢) Draw the Income-consumption curve and find and
draw the Engel curve of good for the following
utility functions. (Assume that = P_x=| and P_y=2)

(3+2)

(5) Fsfafes & A fee awfe wem @ e wqfs
fig #7 3 A &l s shoma = yiaffe s
27 smw & W A I S

&+

P.T.O.
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(@) I w9 I W AR W e ) s
I
(i) @ s=fimm =5 o7 S@EE w51
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(iii) =0 &% 3 9 S x 3R oy W OwH wan’

(@) m-wue W i i FeEiEe I e
fore =g x o wiw T T St s et Fana |
(wer & fF P x=1 3t P_y=2)

3. (a) Consider the utility function. [nitially the prices of
commaodities x and y were and money ifcome is
Rs. 100. The price of declines to 2.5, the price of
is unchunged. Decompose the price effect imnto
Slutsky substitution and income effect. Further
decompose the price effect intoe Hicksian
substitution and mmcome effect. {10}

(b} Analyse the effect of a decrease in inflation, other
things remaining constant, on a lender’s choice of
current consumption and savings. Is this effect
the same as that of increase in the nominal interest
rate? (Assume thal both current and future
consumption are normal goods.) (5)
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(=)

4. (a)

o wd 4, s s 100 TR B #i @ weE
25 B A ®, @ g smiais @ § Eee
wiamrer st s o ¥ w owwm ow fmiga
we | i Rfrege uffmaer sl o wem 5 fawfea
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UE WU A WS WU S gwE A 9EE W
sl % i, s N e we W e e
FH | WU G WA AR W\ WA afa @ e 87
(wwr & i adae st witsy o wue 990 ae T
¥i)

A consumer who consumes three goods was
observed in three differenmt choice situations. The
prices faced by her, and the bundles chosen by
her are given in the table below:

Simmstion [

1 1 2 3 2 i 3
1i 1 i 1 1 1 3
Lix 1 1 4 2 2 4

Check il this price and consumption data is
consistent with WARP and SARP. (3)

P.T.O.
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(b} Suppose Aman has an initial wealth of Rs.200 and
has the utility function U(W) = VW, where W=>0
denotes his wealth. Assume that he faces a 10
percent chance of losing his wealth because of an
adverse event, where he would lose Rs.50, He
considers purchasing insurance to protéct against
his potential loss. He can buy ‘a’ unit of insurance
for Re 0.10 per unit, which pays Re | per unit
that is purchased.

(i) What is Aman's expected utility from
buying units of insurance?

(ii) How many units of insurance, does Aman
purchase?

(iii) Suppose a consumer’s consumption in the
good state and in the bad state are perfect
complements and perfect substitutes. For
each of these cases, draw the indifference
curve for the consumer and discuss their
degree of risk aversion. (243+3)

(31) = I T A s w1 I we #, 39 A
et~ 3 vEe fafEdl # T wm ) IS W A
T W AR TR, A SR w9 Y 9EA S A
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(%)

Wt & =ar aw 77 sl @e 37 WARP st SARP
wF HE B

Wi #ifm e s & o 200 v S geanh Wl
# 3 F@ Il wee U(W) = VW 2, 51 W=D
I wnte w5 we # ) we A e e
F WO I A A W 0 i e fem
®, T I 50 TR W FAA BRI | 9E HOA WA
FFaE @ ¥9A & fav G i w faw w2
5 4 F1 '’ gise W 00 v ufa g & fRaea
Wi wwa #, @ owE w af gfe @ e o
WA FE R

(i) dm =% v e Wi § e ot snifim
IwaifE wm 7

(i) s S = e TEdl wmiew 7

P.T.0.
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(i) wm Afaw 5 st fafy o = el &

T A e W g AR R
T § wew WEE W ey, IniE % fEe
FEAAT q WG A wfem | w o I
fedt w ==

PART B

(i) The production function for a firm in the

business of software development is given by
q= 4 tklt"l

where q denotes software development and
k denotes unit of capital employed. The firm
is a price taker for software (which sell for
P) and for the capital input, the rental rate is

T

{a) What is the total cost function of this
firm?

(b) What is the profit function of this firm?

(¢) What is the supply function for software
oulput gip,.r)? [2+2+2)
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(b)

(s7)

(if)

(i)

(1)

11

Derive and draw the graph of output
cxpansion path for a firm having production
function Q = K + (1+L)'?; prices of L per
unit and K peér unit being 40 and 240
respectively. (3}

Is the short run cost also the minimal cost
for producing varied output level? Explain.
(3

Compute elasticity of substitution for the

following :
(M) Q= fik.) = (k'? + 1'3)?

(b) Q = f{k.l) = min {3k, 51} (3)

(i) wiedw fem & =mem § o6 w9 & 9

IFET wET g = 4(k)2

femr am #7 W g Siedw w5 o
# 3 k Fofdm o 9 oeed w0 oz ¢
W dAveaw % fF uw e A e (F
P& fim @ #) ol OO0 e & o, el
wOw IR R

P.T.O.
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(@) 58 9 =1 W FOE Hed @a 27
(&) 58 o =1 o wE w B
(1) diwtw SFESE o(p.r) F fom A W

T 7

(i) 3=mET weA Q=K + (1+L)? 9= v = fw
sigeqe famm we w1 ww e S s
=, L g ofe st K of ofe o o
FAN 40 3w 240 ¥

(@) (i) =m ffrs gemes =w & =A@ fay
s wE W =R W 87 aweney |

(i) F=fefas = fg sl 6 im0 o
w

() Q = fikJ) = (K'? + 112y

(b} Q = f(k,I} = min {3k,51}

6. (a) A firm has production function:

q=F (K, L) = K" +L'? (where L and K are
measures of labor and capital input used to produce
g units of the good that are sold at fixed price p
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per unit of the good. Costs per unit of (L, K) are
(w,v).

(i) Compute elasticity of substitution.

{ii) Does this production function exhibit IRS,
DRS, or CRS"

(i1} Find firm’s unconditional demand [unclions

for labour and capital.

{(iv) Find firm's supply function. (2+143+2)

(b) (i) In the 2 input case, where both inputs (capital
and labour) are normal, discuss the total effect

of rise in price of labour. (3)

(i) If long run cost function is C*(w,v.q) = 29 w"

v', compute the production function. (4)

(31) ww W =1 IeWEH WO (=F(K,L)=K'"?+ L7 &
(w7 L 3 K %@ S 7ot s9qe @ 39m # o i
WA AR T A TEA W g T @ S
w7 % o gwir fee @ € 1 g S Sm p ol
=g #1 (LK) ¥ wfa s wem (w,v) #

P.T.O.
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(i) witeare 1 A= = TOE S0

(i) = 9 I=mEE w99 IRS, DRS, 1 CRS waf{ia
A 7

(iii) s 3w 9ot & fw e & fan o wm
T OTE Y )

(iv) WA = amfd wes am wife |

(@) (i) =z e wwa &, w0 S =g (9 s )
awg #, s A A gfe & e wE W
w1

(i) =of? Sdwrier s m W C%w,v,q) = 2¢°w"
v R, A I wEE w T i |

7. (a) A firin has production Tunetion: q= F{l.k) =1 + 4k
(where | and k are measures of labor and capital
inputs to produce q unit of the good that are sold
at fixed price p per unit of the gond. Cost of (1,k)
are (w,v). Compute the following :

{a) Firm's conditional demand functions for
labour and capital.

(b) Profit function. (4+2)
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(b} (i) Discuss the properties of profit function.
(3)
(i) Compute contingent demand for inputs (both
capital and labor) using Shephard’s Lemma
for the following cost functions :

(a) Ctv,w,q) = q'¥ (vI"P+ wi-Pyit-p

Explain what happens to this function if

p=1.
“J:' C{'-'.w‘q} =B qllll.+h‘.l vl.'ll“h} i)
where a=1/4. b=3/4, B=3 (4+2)

(3r) wF WA @ IFEA B = FLk) = 1+4k ®, (w@T
| i k, ffEas s p ol offe = 5 7 o wg
= T W I W F Y o s O
& 3um ¥ 1A (1) # e (wy) ¥ el
= A ==

(=) ww 3 oot & fav wd w ww W owEe
(/) =™ wET
(@) (i) W W ® oW T w0

(i) Fe=fafem smm = & Fre Jwd f=n =
P.T.O.
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I T e (T HR o ) & e
FIERE AT AT e Y

(a) Clviw.g) = ' (v P+ wHliD

w0 R 0 s W T e I =

(h} C{'-’.,W.l.]} = B qln'l'l*h} ylaEh) o biTith)

Wl a=1/4. b=3/4, B=3

(4,000)
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SECTION A

Attempt any six questions. (§ marks each)

W W 6 ¥ FE W (WEE 5 A%)

I.  The equation of the Phillips curve for an economy is

given hy :

Hi_l_[::: 0.1=2u, where H:: nm

[
Where l_[. , 15 inflation rate and l__[, is the expected

riate of inflation.

How will the slope of this curve change if 60% of
workers have indexed labour contracts? Derive the
expectations augmented Phillips curve and explain

your answer. (5)

w = & v ffors o = wimon G oo B

T R -

[1-TT;=01-2u, =i [T=I1,,
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s [, iy o # sie ||, vt o sl =2
?) uft 40% Wl F om s ww oeEy F, 9 T oaw
T oA e s waide e aw o il
A WO I W = wita

2,  Derive and explain the relationship between price,
expected price, and output from the wage setting and

price seiting relations., (5)

wargdt, Frafeor s s Frfor dei 3 9w, weafie 5= i
IEEA F AN Y W S S @ w)

3. Consider the IS-LM model with government
expenditure and taxation in a closed economy. A
change in the income tax rate influences the
equilibrium outcomes from (v = 3000, r = 4%) (o
(y = 3500, r = 6%), where y, r denote income and
rale of interest, respectively. It is given that a unit
increase raises the demand for real money balance
by 0.25 units. Compute the change in speculative

demand for money that resulls from a 1% increase in

P.T.0.



4493 4

the rate of interest. (Assume that all relationghips are
linear). (5)

wE A7 gwE § A =g i e & A (S-LM
wiew W Faw =) I w0 9w A oRedw agEe R
& (y=23000, r=4%) A (y=23500, r=6%), ¥ wga =
2, T y, r ®A WW SR WA W oW wEia #)ouw
wm # i v v ofe arafiw e e o wim ¥ 0,25
Tar = gfe w1 wmw w A 1% W ogfe B Ry
T W W A afad e w0 (FE S T e
e #)

4. Ram and Sita both consume in two periods. Ram earns
$100 in the first period and $100 in the second period.
Sita earns nothing in the first period and $210 in the
second period. Both of them can borrow or lend at
the interest rate r. The answer the following questions

and must include diagrams and equations.

{a} You observe bath Ram and Sita consuming 5100
in the first period and £100 in the second period.

What is the interest rate r?
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(b) Suppose the interest rate increases. What will
happen to Ram's consumption in the first period?
Is Ram better off than before with the interest

rate rise?

(c) What will happen 1o Sita’s consumption in the first
period when the interest rate increases? Is Sita
better off than before with the interest rute

increase? (1+2+2)

sl e S IR @ R - smfy atew F I w e
#1 w wEe sEf # S100 s gER wEfE A $100 FeE
B @i uwen amfa # me W G5 wea € s TE0 iy
# §210 9w womAl B ¥ I ¢ W W W IUR F 5
¥ wuw 2 @ %) I ¥ sna sl s mhe 9
wfeg

(=) am Fwa # s o ok e 20 e smfa § S100
i Twd smfar # $100 = I w F o= W oo

- B

P.T.O.
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(@) W wife fF = = 97 @R # TEen s #
o IYE W O BT W Wi W gge # OW une
# ¥ #7

() wedt yafy F A A IV W oW S W o
T AEAl B7 W W W WA | A UEe A ¥Eew
L&

5. Buppose that the firms® markup over marginal costs is
5%, and the wage-setting equation is W = P (1 —u),

where u is the unemployment rate.

{i) What is the real wage determined by the price-

setting equation?
(i) What is the natural rate of unemployment?

{iii) Suppose that the markup of prices aver marginal
costs increases to 10%. What happens to the
natural rate of unemployment? Explain the logic

behind your answer. {1+143)
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W Ffew R @ aoe W WA W wEan 5% ® IR
Awgi - Frefror wim W= P(l —u), ®, 90 u Famd w7
B

(i) w=n Ffen st g Pifts arafas ol =0
7

(i) #rown® = wfer = =w #7

(iii) = #ife fF fwm s W e W AT 10%
A 97 WA 71 o S Wl 5w w w
27 I @ 92 & A% = ' gifag

6. Use the neoclassical model of investment to explain

the impact of each of the following on the rental cost

of capital and investment :

(a) Anti-inflationary monetary policy raises the real

interest rate.

(b) An ecarthquake destroys part of the capital
stock. (5)

P.T.O.
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it it FEm o s s 9 el W @ vl @
W = e T W e P ey e Iy
i

(w) s faind Afts A a=fe =9 @ =@
%

(@) sy T = W fFE w e ww w3 oh

7. Suppose that an explicitly temporary tax credit is
enacted. The tax credit is at the rate of 12% and

lasts only 1 year:

(i) Differentiate between the effects of this measure
on investment in the current year, following year

and in the long run.

(i1) How would your answers in part (i) differ if the

tax credil were permanent? (342)

o wifae & vw =ne w0 @ e Puw wife aftfafe
fomn T 81 29w WiEE 12% 9 W A B AR FAA ) 9 9%

wa v
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8.

(i) =g wd, sprt od iR fefafi § FRw w @ aow &
e & i ST Wi

(i) =fF Z=w wftr =@ w@ @ W (1) F sE Ie T
firer ¥R 7

“The conduct of monetary policy cannot affect the
totul numbier of point-years of excess unemployment™.
Discuss this statement. Explain how Fischer used the
notion of credibility of monetary policy to refute this

elaim? (5)

“Giffew Afa = Fee afa e @ fE-ad
A WEn S wWiae T6 w wEaEtl W OweE 9
Tl Fe W A W we W w oy e @ e
A =t feeim & oo @ oowm B8 B oam
27

P.T.O.
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SECTION B

Attempt any 3 questions. (15 marks each.)

|7

i 3 g B9 W (Adw @ w15 )

(@) Suppose the Phillips curve is given by

[T + 025w, whee TT; = o1,

(i) What is the natural rate of unemployment

(1)

(i)

in this economy?

For now, assume that 8=0. What are its
implications? Suppose that the government
decides to lower unemployment to 3% and
keep it there forever. What is the rate of
inflation for 1=1007 I8 this realistic? If so,
why?

Assume that only for the first three periods
(t=1, =2, and t=3) people form their
expectations using 0=0. After the third

period (i.e. from t=4 onwards), people
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change the way they form their
expectations and 0 takes the value | and
stays there forever. Also, the government
still wants to keep unemployment at 3%,
What is the rate of inflation for t=4, 5.
and 67 What is the expected rate of
inflation for t=4. 5, and 67 Is this setup
more realistic? If so, why? (1+2.5+4)

(b) Under the rational expectations approach of

forming expectations, discuss in the short and long
run, how an anticipated monetary policy expansion
works as compared to an unanticipated monetary
expansion. Show both mathematically and

diagrammatically. (7.5)

(w) = S ol @ [[ =[], + 02-5u, fem

& aw [ = o[,

(i) w sfaaee ¥ Foomd ) wghm 7 w0

#7

P.T.O.
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Wi & o, W #ifw & 0-0. w9 Fifeard
= 7 W Afw B wer Sl W
3% WE T T o o wam & fw 9 e
W oREA w@ ¥ =100 ® e iR
%1 = w87 W uw gwdard 87 @l ), A
w7

= & & @aw e 4 smitel (=1, =2, 3
=3) & fw F0 0=0 =1 IvEw w=AE S
e = ¥ ded st & 3w (e =4
A FW), Fm A e W oW R AOE
1 med & 3 0=] =1 W= A # sl s
% fire =f ww B Wy f, www W
TN WY 3% W T A B L= 4, 5, W
6 & forg i ot @ w0 #7 (=4, 5, 3
6 & fog el A siftm = s #7
= ar eI st gudad #7 9 @, oA
7
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(w) weem & Felv & wfaem wmamn gfemor & we,
WA sl 7@ amiy ¥ vw swwlve e Aew 9
T v sl st A few 99 T m e
# ftwm A o sk aidn 39 T @
Ty

2. (a) Explain using an appropriate model why
transactions demand for money increases with the
square root of income and decrease with the square

rooi of interest rate. (7.5)

(b) Determine the equilibrium portfolio choice of a
‘diversifier’ in the portfolio balance approach.
Explain with the help of a diagram why the demand
for money must decrense progressively by smaller
amounts as the mterest rate increases by constant

inerements. (3.5+4)

(%) vw I9gE Ea ® I wed TN F 3w R w
F A qE W o w wed ® MR oW oW ow o
% Wa wen B

P.T.O.
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(=) Wfwifeat fgee e # o faRoer’ & A
uEwEE fawe @ Fnfor =60 ww fE St ane
# me wifim & = g 9 A osEe W
W A wet wifgy wfe wmw = ¥ frw gfa B
1)

3. (a) Using the consumption function U(C) = In C, derive
and show how an individual's intertemporal
consumption choices depend on the market rate
of return and the individual's discount rate in more

than two time periods frumework. (7.5)

(b) “In the cross-sectional budget studies, we expect
to see MPC < APC." Prove this statement using
Friedman's permanent income hypothesis.

(7.5)

(%) I B U(C) = In C, =7 ITER 7 §Y 95 W
s W B F8 vr wfE 9 sewm I
famea, 79 o wmR = s @ A s W sl
& 7§ wiEe 9 wr W ow Pk owen
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(7)) “wia-wEEE TWE SEIEA §, ¥H MPC < APC e
o IHE W B WA = g aReeen
I ReR =@ wue W e i

4. (a) Briefly explain the neoclassical theory of
investment. What is the relationship between the
neoclassical theory of investment and the way
firms muake thetr investment decisions in practice?

(4+3.5)

(b) Consider two allernative expansionary economic
policies. One is the introduction of an investment
subsidy; the other is a decline in the rate of income
tax. Explain with the help of I15-LM schedules,
the impact of these alternative policies on interest
rate, consumption, investment and GDP.

(7.5)

(%) Fem = ol fram = a9y § = =0 Few
o Fameg fain A =een ¥ B o 3 o s
fim = 99 v §, 8 99 T TEu B

P.T.O.
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(@) = dwfege fmrad wffs S w fEw w0 o
Fam afad = oW 7, 0 mE o ) A fivme
B IS-LM FERE i aea & o dwiem At
w1 = W, I, B #R GDP W wst a W
&t = ifan

(4000)
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2 B dfe W ® IR S
s WM ® FE R

4. wm-ﬁmﬁﬁaﬁmﬂ‘aﬁﬁwmim,ﬁﬁﬁr
it T T WA T 6] B R

1. Compare and contrast India’s performance in terms
of social indicators with BRIC countries elaborating
on the reasons for India’s dismal performance,

(10+5)
v & e W @ wwe w e d g g e
I B W AR ERaE & At A wmE # e
g A st W :

2. What favourable conditions led to the golden era of
growth from 2003-08 and what developments led to
this period coming to an end? : (8+7)

zuua-un%ﬂﬁquﬁﬁuﬁﬁfﬂmmﬂaﬁw
T s SR B sl @ WA AW aaftn @ w47

1. When India began undertaking 8 sustained program
of economic reform in the early 1990s, the country
faced two gigantic failures of economic governance.
What were these two failures and how did they impact
India's development in the long run? (15)
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Sm W ¥ 1990 ® FwE # ea F WfiE FUR W O
wm wEw e R, @ ¥ oW afbs e AR
el A e B 2 R w8 s e
avfafn ¥ swa @ fww W PR sl Fw?

The case for state intervention is absolutely decisive
in the case of Traditional Public Heal!th but fairly
weak in the case of primary health care. Discuss.

' ' | (15

wﬂﬂmaﬂmﬁmm%mimﬂmﬂﬂmm
Wwemmmmamﬁ
Fwan #) faden W

What do }fﬁu understand by the term Demographic
Debt? What are the areas that India needs to focus
on 10 be able to make the most of the window of
demographic opportunity India is in right now?

- (3+12)

i T W R A wwe 27 Wi 3o R
m-mﬁi,WMmmﬂm
a3 @ fBg wer # B & W o wRE @ A
smrmaEn 47

PT.0.

"
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6.

Qutline the major differences in the reform process
between India and China.  What factors have
contributed towards the Chinese reform process being
more successful than India? ] {12+3)

wie st S & A quie wiEar F wre st w0 s fan
=wifom SR gur wiFw B wre § afte wow 0T # e
FAw A g fam 27

Debate on the pros and cons of universulization versus
targeting in the context of recent social security
measures in India. Discuss how NREGA has been an
important tool of social security despite the challenges
that exist. (6+9)

WA # B ® Ao g0 I9E @ @ev A it s
it & w ol faver w fRsm B w60 R =y
& R v Ao AR @ wmE o et g
o v deeg e o #

Discuss the different dimensions of inequalities that
exist in India. How does the intersection of gender,
location and social groups exacerbate the gaps that
already exist? ; (12+3)

MiTH # T srmmEnel @ fafier siam 2 s Fihw
B, ww o i e = wieder o § e
FOOA W BH v B

—
(4000)
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s fafae |

2. TATAA B W | A W 5 T W wEm F

3, weft wAl & wee a E

4. 5 W - UE W I s a R R v w3 S, ST
W I A U B e |

Can the Gross Domestic Product (GDP) be taken as
a measuring rod for the development of a nation?
Also, discuss the robustpess of the Human
Development Index (HDI) as an indicator for the

same. (10.5)

w1 wEE W, e (W) = R oo @ Fwe oW
e g W w9 A fon W v 27w f fww @ wea
® w9 ¥ wwe faww gEew (vadland ) @ e w
i

Explain, drawing examples from the economies of India
and China, how general structural and political
economy issues influence the course of economic

development of a nation. (15)
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WA 3R 9 4 anfmmranst % SEmon o AT W o
WA AT S e e & Y A ae & anfdes
fomma @t v =1 @ wfas =@ ¥

3. Following is the income distribution in 2 societies -
namely A and B :

A [1]
X X Y
(1] 15 ] i |
10 ] 10 45
10 il i m

where, X = Number of individuals at a particular
income level; Y = income level

(i) Calculate the Gini coefficient and coefficient of
variation in the socicties A and B.

(i) What can be said about the inequality rankings
and the Lorenz Curves of these two income
distributions?

(iiif) Calculate the Flead Count Ratio in society A
and in society B, if the poverty line income in
both societies is 50 units per person for a given
time period, (19.2,3)

P.T.O.
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T A, & 3N 3 * amm fEww Feetafaw @

& L
X Y X ¥
I 5 n n
1 L] in 44
Y il 1o TO

#E, X = v foim o v W wEed w6 e Y = 5
=

(i) =ars & s = % ) apr sl s & 3o 9

AT W

(ii) = % s famon = swwwEm T S e T S
wt # w ower W owEa 27

(iii) woma 3 o e @ ¥ V2 wIE FATE H A9 W,
ufe 21 Tl # T T W am ow HiEew e
st & f iy =fm so 3fe ®

4. According to the Harrod-Domar growth model, the
savings rate plays a crucial role in determining the
rate of growth of a country's per capita income,

whereas the Solow growth model predicts that a higher
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savings rate cannot lead to sustained long-term
per capita economic growth in the absence of

technologioal progress. Explicate these claims.

(15)
¥ire-2om e Wiem F sgEw, a9 w A 3w oA i
wfew s # ghe T W PR o A A
fordl #, sl de e e @ owen R A
wify & 3 A 3= w=E W A P =i I
anffer fammm =180 & =@ 1 o W o @wEn w0

5. (a) Explain the economic growth with technical
progress arising {rom deliberate innovation fostered

by allocating resources to R&D activity.

(b) Explain how conditional convergence differs
from unconditional convergence within the
context of the Solow model of economic growth.

(10,5)

(1) sepre vd famm wfofafr & fw dane 9 amEeT
T Aenfes ey e ifies TAEw @ IE aeaE
wifs & wa wfits few &t = w1

P.T.0.
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(7) il frew & Wi e & 7 A T & e
st fimnr o sfeeor & 98 e B 8

6. Examine, employing a game theoretic model, why
neither the state nor the market is uniformly
successful at sustaining the common property

resources. (15)

v o Gl e w I w A, W O R ow
A wE S A B WEW SR Gt GEEEl W S0 WA
W wWE R A awe B

7.  (4) Discuss the robustness of Coclflicient of Variation

as a measure of inequality.

(b) “Measuring poverty at a local level is
straightforward, at the national level it 15 hard but
manageable, but at the level of the world as a
whole it is extremely difficulr.” Discuss.

(5,10)

(o) s & M & = A fEfee s 9w
1 T #ifen
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(@) ‘v wR oW T0A = oA e B, T W W

TR wiET ¢ AT wEEEE ®, At wnn = | B
T T UE e @ied t" wE Wi

8. Write short notes on any two of the following :

(a) Concept of mobility matrix, drawing imaginary
mobility matrices in cases of perfect mobility and

perfect immobility of countries.

{b) Distinction between the functional and personal

distribution of income and its importance.

(c) The imperative of secrecy makes corruption more

distortionary than taxes.

(d) Proximate causes for differences in incomes of
nations, (7.5%2)

Frafafmm @ 8 &t w wfm Rooit faf

(3r) wifeirern e ot srarom, g Afedee st o o)
i e A frafr e abwiE A
Lpld

P.T.O.
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(@) s & Fiern st wiEem e koo we
i e

(@) Wi o sFedw oW W g weEE W
wftrs fagm wmd #

(z) w2l =t 3w # sFw & Awifes

(5,000)
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Qs 1. State whether following statements are true or false. Give reasons for your answer.

(a) If the Koyck and adaptive expectations model are estimated by OLS, the estimators will be
biased but consistent.
(b) In the logistic model

== B P(1-P)

(c) The following regression model:
'f'; = o + ﬂg”m + a;l’m + L

has nine zero-order correlation coefficients

(d) It is recommended to ecstimate the lincar Cobb-Douglas production function using
standardized variables

(e) Consider the following model:
Yi= o+ a0 + as X+
where ¥ = annual salary of a college professor; X' = years of teaching experience; D =

dummy for gender. Coding dummy as D = | for female, -1 for male instead of | and 0
would change the interpretation of the gender dummy.

(3x5 =15)

wy | wan & Prafafe sy= 9 o ed) 39 ST & o SR Ean |

@ TR OLS TR BIUH 3N HTHO-T A4 & HiSw BT SHA 1 Wi €, a1 STAD
e S gETa gl
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(@ iR wiea &
o = B P(-P)

(dh Pefef@s ofme wise:

Y= + ay Xy + a Xy + 1y

o a-wn gy e €

HA@IEd TR H1 IUGN TS E® BIE-ST0Y IS Bor ST HHMH o @l
%&maﬁmi

@ Frafof@a nfsa ® R ot

Y; = ay +ax Dy + az X, + y;

W@l Y = Siool & WheR o1 ae® da. X = R & o, p - b & foo st
&1 30 D = 1 3R 0 T orTE, WKW & B 1, 7= & R -1, ATEn @ AET 2

Qs 2. (8) A researcher estimated the following demand function for gasoline ior 18 countries
for the time period 2000-2018.

InYe = fri 4 PalnXyy + B3inXyy + Uy,

Where Y= demand for gasoline products per car (in gallons),
Xy= real income per capita (in dollars), X5= price of gasoline per gallon (in dollars), i= country
and = time. The model was estimated using REM method.

:ﬂ- ru_ = 1-32 - o ﬂ.s*tﬂ.xz“ - 0431!11';“
SE 0178 0.057 0.039
P 0,0000 0.0000 0.0000

i) Interpret the coeflicients and comment on their significance. Also comment on the
value of £,
i) Discuss the REM method of estimation, state clearly the assumptions made by this

approach. What are the likely problems that mavbe encountered while using this
model and what is the solution?

iii) HAUSMAN test was also conducted, and the statistic was found to be 26.49

P.T.O.



4115 4

Using HAUSMAN test which model would you prefer- fixed effects or random effects? State
clearly the null and the alternate hypothesis. (7

(b) Consider a cross-sectional model of petroleum consumption by state;

pcons; = B, + ByReg, + Byprice, + &: N=50

where pcons = petroleum consumption in the i" state
reg = motor vehicle registrations in the i™ state
price = price of petrol in the " state
(i) To investigate the possibility of heteroscedasticity caused by variation in the size of the states,
explain the steps in Breusch-Pagan methodalogy.

(i) 1f the estimated R2= 0.197 for the auxiliary regression, what do you conclude? State the null
and alternate hypotheses clearly. Use a 5% level of significance.

(iii) 1 the test shows evidence of heteroscedasticity, what should be the remedial solution?  (8)

% 2. (T) U Syl 3 2000-2018 B 3@ & g 18 241 & forg et & forg Prafeifea
T e H1 HFHMA Tl
In Y = By + PalnXyy + fainXy, + Uy

wEt v= v eR el S @ A D,
X = Vi S AT S (TR ), X, = e ) @a wi e @R ), = 4% R
=TI | REM UETa 1 JUHT @3 HIST I (A1 ommam it 4l

InY; = 1,82 + 0.54InXy;, — 0.43InXsy
SE 0178 0.057 0.039
P 0.0000 0.0000 0.0000

(i) ot @ arE #if iR I e W el Fif /2, % 7 o ot ool Y

{ii]éﬁﬂﬂﬂﬁmﬂﬁﬂﬁﬂﬁﬂﬂmwmmﬂﬁﬂgmﬁﬁmﬂﬂ
mlwmmmmﬂmﬁﬂwﬁawaﬁaﬂmmwma
3l ZH&1 FEH 1 87

(i) BT afayor o aritfre faan mman u, MR SfiagT 26,49 G T A1
B Te 1 Iaan Hib 3T E B AT ST e B 8- Pl wE 9 aefe e
e &Y Y G AR dafem giwed aard|
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(@ T GRT ST T & U - e Hiee W e o
pcons; = B, + ByReg, + Byprice, + g; N=50

WEl peons = i* T H Ueifoaw #t @ug
- = i* g & HieR 9 Uolteeo
e - 0 5 A s o

(i) T & TR A Forsrelt B v fevest Ryanfren o6t wvmamn &1 oife o1 & forg, gt
T # Fuel 2t eren 33

(if) Ff TGS ufere & R srgafia Rr2=0.197 8, @ o9 w01 Presd Freererd 82 g9
IR Fpfers uReeaHnall &) Wp &0 7010 HEa & 5% T B WA oY

(iii) Tfe Ttarr fswetfvean & wanr R &, @ Suares e @ g 9

Qs 3 (a) Consider the following two regression models;

Model 1: wage = B, + f;female + B;nonwhite + fyunion + Pseducation +
Bsexperience + U

Model 2: Inwage = B, + B;female + finonwhite + fomion + Beeducatic
Beexperience + U

(i) How would you compare the results of the linear wage function with the semi-log
wage function? Outline the procedure 1o choose which functional form better fits the
data

(i)  If geometric mean of wage = 10.40634, RSS for the log-lin mode! is 289.766303,
RSS for the linear model is 501.815062, and N = 1289, what do you conclude about
which functional form fits the data better? (8)

(b) Consider the following Keynesian model of income determination:
Consumption function
Income identity

Yo = G+

Il- = 5!-

PT.O.
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Where ¥ = Income

S = Savings

C = Consumption expenditure
| = Investment (exogenous)

E(ue) =0, E(ud)= 0%, E(uguy,;) =0 (for j # 0), cov (Lu)=0

(i)  lsthe OLS estimator for J, consistent? Explain your answer.
(i)  Show that the covariances of the stochastic explanatory variable Y, with the disturbance
term, &, is not equal to zero. (7

mammﬂmﬂtﬂ%ﬂmﬁmaﬂ;

“Model 1: wage = B, + ffemale + Bsnonwhite + fyunion + Bseducation +
Bgexperience + U

Model 2: [nwage = By + Faf emale + Bynonwhite + Byunion + fseducation +
Byexperience + U

:iymﬁﬁmhmﬁmmﬂ&m-mﬁw%mwﬁmﬁw
aﬁuﬂmaﬁ;ﬂmﬂmﬂﬁfaﬁammmmﬁmaﬂﬂﬁﬁmm

(i) T A o ST W1 = 10.40634, Wi wifew & fRg RSS 289.766303 Y
Titsd & fR1e RSS 501.815062 B, RN = 1289, i1 a1 Frepd F@Ted € fo & 41

Taie® w1 321 P dgaR &7 A fipe S 872
@) ara Prefen 3 Praffa S sfew w fer 2.
IO HEA
E;_ = 110'*'11?["‘“:
314 JETTEl
Ft = Er+ fz
k= 5
R
§ = Fud
C = Fpim U
| = Pramr (afiia)

E(“:} = 'ﬂ. E(l-l?} EE ﬂ':.,. E{utuﬂ-f} — u {furj ¥ n]t cov ”h ut} = ﬂ
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() 1 1, & oY OLS A e 22 33 Fow aft e oY

gg{?mﬁﬂfﬂﬁmammn @ ey vz & oy wEwR, o, Y F AR
|

Qs 4, (a) Consider the following model:
Yi=a+pX + y (1)
Where ¥; = Current consumption expenditure
X[ = Permanent income
u¢ = Disturbance term
Assume all assumptions of CLRM are satisfied but instead of observing X, we observe
Xi = Xi +¢
where & represents errors of measurement in Xi'. Therefore, instead of estimating Eq. (1), we
estimate
Vi=a+pX + y
(i) Does this measurement of error leads to violation of any assumption of CLRM?
(ii)  What are the consequences of this error of measurement on the OLS estimators?
Show the inconsistency of slope coefficient using plim. (7

(b) In a standard regression mode! with y=XpB + u and var(u) = o? |, and

OLS estimator b= (X'X)~'x"y

(i) Prove that b is an unbiased estimator of B.

(ii) Derive the variance of b and prove its efficiency.

(iif)What do you understand by mean prediction and variance of prediction? (8)

uH 4. () Prafef@a nisa w e et

Y= a+BX + u

w8l ¥, = e Imi =g
X; =t em
iy Emw

HA A 5 cLRM Bt Wit st dqp dfe x; s@eie & 728, gu 2@ ¥
Xi =Xi+g
W, X; ﬂmﬁaﬁﬂmnﬁﬁﬁam#lmmnﬁrwmﬁm.

B9 SHF T 2
Yi=a+pXi+ u

P T.0.
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maurgﬁﬂsmnm%cmmaﬁﬁmrwaﬂmﬂmh

Giy A B FWIR F OLS mﬁdﬂwmﬁﬁhﬁmmWWWW
& s feEme)

@) T H it HisE H y=XB +u IR var(u) = o I, OLS FAT®
b= (X'X) X'y

() Rz P b, %1 e P SR ¢
(i) b &1 TAVTE S DIy IR T gl e S|

(iif) Slrera Hfdrezamof 3R fsramh & g § s« I 87

Os 5. (a) Suppose consumption (C) is linearly related to permanent income Y*)

Co=P+BY +
Since Y; is not directly observable, adaptive expectation hypothesis is adopted
ie Ye — Yo, = y(Y; — ¥i-y) where 0 < y < 1 and obtained the following equation:
Co=m+at+ a3Ciat &

The above equation is estimated for the period 1967-1993 and following are the results

€, = 1038.403 + 0.4043Y; +0.5009C,,
(se) (2501.455) (0.0919) (0.1213)
(ty (0.4151) (4.3979) (4.1293)
RP=08400 d=14162 F=1298.466
(i Derive the transformed model using adaptive expectation hypothesis.
(i)  Calculate the coefTicient of expectation and interpret it.
(iif)  What is short run MPC and MPC out of permanent income? Interpret them.  (7)

(b) The logit model was estimated using data on 2000 households to determine car ownership as
a function of income (The method of maximum likelihood was used). Car ownership was a
binary variable; Y=1 if a household owns a car, 0 otherwise. The unit of measurement for
income was thousands of dollars. The following results were obtained
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[, = —1.323 + 0.4243 In Income
t = t(3.2)(5.71)
LR statistic = 14.812

i) Interpret the co-efficient of fi,
i) Find the probability of the person owning a car at the income level of a) 40,0008 and

b) 50,0008
i) What is the rate of change of probability at the income of 50,0008
iv)  Comment on the statistical significance of the estimated logit model (8)

WA 5. (@) |1 S amie (o) ®rdt o (v @ YR s ddfte
Ce= B+ 8% + u,

A v wegs 0 R s T 2, TR srigeta sat aftee @ o S
ALY - Yy = p(¥ = Vo) W8t 0 < y < 1 3R Prafaf@a gefiewo une fear

l':, = my +E1?i- + ay cl-l'-+ Ep

ST WS 1967-1993 Bt 3rafil & forg s @ ok oftomy PafefRe 2

C; = 1038.403 + 0.4043Y, + 0.5009C,_,

(se) (2501.455) (0.0919)  (0.1213)

() (04151) (43979) (4.1293)
R*=0.8409 d=14162 F = 1298466

(i) ST LT TR BT IR B4 §U TR Hise F1 ogaa Fom
(i) SUBM & OIS P 70 HE 3R TH T
(iif) R 310 H § MPC 3R Ieuaie MPC 91 B2 399 arEn &1

(@) 31 & @ Bom & T F IR & @ie 31 Auiia 0@ F By 2000 vRar! ®© 22 51
maﬂ#aﬁﬁmmmmwmqutﬂﬁﬁmmﬁmw
)| IR 1 @ O Ramurl 9% o, v=1 9 el oReR F ymaw £ A 0 smmm o @
HIY 1 @ wonl Ster ot srmifa aftom we g g &

= —L1323 + 04243 In Income
t=1t(3.2)(5.71)
LR statistic = 14.812

PT.O.



A
|

4115 10

() [, B 7Ol B TS B

(if) ) 40,0008 3R b) 50,0008 3 SR TR TR B TG A e B a1 I D
(iii) 50,0008 21 379 TR W] & T P e
m)arwﬁaamznfsaﬁmaﬁﬂmm&mﬁﬁ

Qs. 6 () An OLS estimate of the rate of return to education is,
Lwage = P, + preducation + u

Suppose education and error term are related. A commonly used instrument for education is
parental education i.e., mother’s education.

(i) State and explain the conditions required for mother's education to be a good instrument for
education. Using an example, explain the difference between @ proxy variable and an
instrumental variable.
(ii) Derive the 1V estimator for Byand prove its consistency.
(iii) Suppose N=50, £2= 50, ZY= 150, ZX= 150, £ZX = 300, ZZY=200

Obtain the [V estimator of . ()

(b) Given the following information,
o A S Y o [EDY o
xx= (5 16257 (5e): 'y =s388
(i)  Calculate the OLS estimator of §, #
(i)  Calculate the estimated variance-covariance matrix of B.
(i)  Conduct the following hypothesis tests at the 5% significance level

Hy: ﬁl =0 Vs Hy: ﬂl #0 (8)
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W4 6 (Q) Fuan 7 ufasat 31 X 310 OLS EF B,

Lwage = f, + f,education + u

A Wi e shv 372 ez 98 gu 1 fran & e smvi w s v o e ane S
foverr Y Rt vt ot ot e 21

(i) TR1a %1 U e e & 2 1 ) e & R st il @) s ok wwE|
U JaTe-01 BT WAl Y0 8, B9 9 IR 0% 4l = & di9 v wp 3

(ii) g, & T 1v AT g IO S S0 wraa fog i
(iii) HIF FAY N=50, £2= 50, Z¥= 150, £X= 150, £2X = 300, EZ¥=200
B, BT IV S T T

(@ Frafafea SRt % wa gu

XX = (:‘1’ 1325);X'y = (2):¥'y=5388

() B, # & OLS ITHFS B} 0T B
(if) A & AT WERU-HeuERu Aftey & num &Y
(iiii)5% HEd@ TR W Fafaf@e uiesrn oo 53

Hu: B‘. =0 Vs Hl:ﬁl =0

Qs 7 (a) A research estimated the following demand function for taxis for 4 cities (Delhi,
Mumbai, Bangalore and Calcutta) of India over the period 2009-2017.

Que = By + 2Py + Uy
Where Q= Kms of taxi rides demanded per capita, P= price of taxis per Km. Table | gives the

results using LSDV model and table 2 gives the results using Within Group Estimators of the
demand function.

PTO.
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Table |

Dependent Variable: Y
Method: LSDV

Sample: 2009-2017
Periods Included: 9

Cross Sections Included: 4

Method: Within Group Estimator
Sample: 2009-2017

Periods Included: 9

Cross Sections Included: 4

Variable \ Coeflicient
Price ] | 0,015
Delhi Dummy [-1.535
Mumbai Dummy -1.62
Bangalore Dummy -0.833
C 3911
R-squared 0.90
Table 2

Variable: Y

Variable Coefficient

Standard Error

I T Statistic \ Probability

Price -0.015

0.001

R-squared 0.87

15,00 | 0.0000

i} Interpret the fixed effect estimate
fi)  Conduct the appropriate test 10
than the OLS pooled model
regression is 0.815. Clearly write the n
iii)  Briefly explain why the Within
the origin. Also explain how fixed

Group Estimators.

s in the table 1.
find out whether the fixed
for this sample if it is given

effect estimators can be

effects method is better
that R® for the pooled
ull and the alternate hypothesis.
Group Estimator Regression Maodel passes through
obtained from the Within
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(b) Write down the steps for estimating the probit model for the grouped data :

1)
ii)

iii)

How can the model be used for calculating the probabilitics?

Using the group data for 1080 households (Y=1 housing loan taken, 0 otherwise), the
following probit model was estimated with housing loan being a function of income
(both measured in lakhs of rupees)

I = =1.021 + 0.0383Income
t=(-17.2) (19.55)
R* = 09795

Find the estimated probability at the income level of 30 lakhs
How can the changes in probability be estimated? (7)

WU 7 () U WY 3 2009-2017 ) 3@fl & 4a ¥ 4 el R, gat, FoR IR wow
2> g S

& forg FraferfEm s wem &1 s s
Que = By + PPy + Uy

g1 Q = Kms Wfdl a1fd Eaefl ward @t |, p = wid Reeiiex 2wl &t aftwa
ARIDT | LSDV HIST ] YU 2593 GRS 3eft & IR aiferest 2 win wer & Sfevia Tg

A 1 IUEHT B TieomH St 81

Table | B
Dependent Variable: Y

Method: LSDV

Sample: 2009-2017

Periods Included: 9

Cross Sections Included: 4

Variable Coeflicient Standard Error T Statistic | Probability
Price -0.015 0,001 15,00 0.0000
Delhi Dummy -1.535 0,054 28.425 0.0000
Mumbai Dummy -1.62 0.037 43.78 0.0000
Bangalore Dummy -.B33 0.028 20.75 0.0000
C 3.911 0.15 26.07 0.0000
R-squared 0.90

AT.O.
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Table 2

t{ Variable: Y
Method: Within Group Estimator
Sample: 2009-2017
Periods Included: 9
Cross Sections Included: 4

Variable | Coefficient \ Standard Error T Statistic Probability
Price 0,015 ] 0.001 15.00 0.0000
R-squared 0.87 | |

by anferenT 1 ® i wrE AT ) e B
ﬁ}nmmtmmqﬂwmﬂmﬁﬂswmmﬁﬁmm e Ais
aﬂwﬂﬁ&amﬁﬁim%uﬁwﬁmm%fﬁwﬁm%ﬁm{u.mﬁl
w&uah?%muw&wzm%mn

ﬁa]#ﬁqﬂuﬁﬁﬁiﬁﬁﬂ%wﬂamﬁsﬂqﬁﬂﬂwmuﬁmMﬁ
ﬁﬁﬂﬂumamﬁﬁﬁiﬁﬁﬁmﬁﬂaﬁwﬁmmmgt

@W%ﬁmﬁﬂzmaiwﬂimﬁaﬁm
{nwﬁwﬁhﬁmﬂmmmmmﬂﬂﬁmmm%ﬂ
[ii}lﬂ&ﬁﬂﬁﬁfﬁﬂiﬁmwﬁﬂﬂmm (Y = | TR T SNaTE BT, 0 S,
1A 501 31 1 U o § & ay FafafEa st 1 S ST T T @
ArEl d ® {7y S 8)

| = —1.021 + 0.0383I/ncome

t=(-172) (19.55)

R* =0.9795
30 @@ 3 370 TR O SFHIRG Wit FE DI

(i) Wiftean # uftad &1 Pae B fbar o wwd 87
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Appendin O Swastical Tebles 879
Example
Pr{hZM}=U,ﬁ.‘!5
prit>1725) =005 fordi=20 008
Priit = 1.725)=010
'
0 1728 :
{
or | 025 | 0w | oos | ogas | o1 | 0005 0.001 |
oso | 920 | 010 | 085 002 | 00w | 0002 {
1 | 1000 | 3078 | 6314 12706 |3182) | 63657 | 3183
2 | os16 | 1886 | 2520 | 4303 | 6963 9525 | n3
3 | ozes | 1638 | 2383 | 3182 | A sl | 1014
4 | oz | 1833 | 2332 | 2776 3747 | 4604 | 7073 |
5 0727 | 1476 | 2005 | 2571 3365 | 4082 5.893
6 | 0718 | 1440 | 1943 | 2447 3143 | 3707 | 5208
7 | oan | 1as | 1ees | 2368 | 2898 | 3489 4785
8 | 0706 | 1397 | 1860 | 2306 2896 | 1385 | 4300
o | o703 | 1383 | 1833 | 2262 | 2821 1250 | 4297
1w | oo a7 | ez | 2us | 276 | 316 4144
11 | ose7 | 1363 | 179 1 0 A7B | 3M06 | 405
12 | oges| 1386 | 17m2 | 217 | 2681 | 3055 3930
13 | oewa | v3s0 | 17m | 2180 | 2650 a2 | 3852
v | ossr| s | 1761 | 2045 2624 | 297 | am?
s | osn | 13 | 1783 | 213 2402 | 2947 | 3178
16 | 0690 | 1337 | 1746 | 2120 2563 | 2921 | 3686
7 | oete | 1333 | 10 | 210 | 2567 2898 | 364 |
8 | 0688 | 1330 | 1734 | 2101 2552 | 2808 | 3610
19 | oees ! 1328 | 179 | 2093 | 253 | 2860 1579 |
2 | oesz | 1328 | 1725 2086 | 2528 | 2845 | 3582
21 | osee | 133 | 1721 | 2080 2518 | 283 | 357
2 | osse | 13n | w7 | 20m | 2508 1819 | 3508
2 | oses | 19 | 1mé | 2069 2500 | 2807 | 3485
24 | ogas | 1318 | 1TV 2064 | 2492 | 2797 | 3467
25 | o84 | 1316 | 1708 | 2060 | 2488 | 2787 3450
26 | 0684 | 1315 1706 | 2086 | 2479 WM | AN
28 | o483 | 1313 | 170} 2048 | 2467 | 2763 | 3408
2 | 068 | 131 he | 2048 2462 | 2756 | 33%
30 | 0683 | 1310 | 1487 | 2082 2457 | 2730 | 338
s | sl ot |t || |
L g % Ve | 190 | 2358 | 2617 | 3160
= 674 | 1282 | 1645 | 1960 2326 | 2576 | 30%
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TABLE D.3 Upper Percentage Points of the F Distribution
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TABLE D.3 Upper Percentage Points of the F Distribution (Continued)

df for
denam.
h dl for numeratar M,
I 3 2 3 4 5 6 7 8 ° o N 12
25 149 160 160 159 159 1858 157 156 156 185 155 154
w [0 33 292 273 281 252 248 241 238 235 232 230 22
05 496 410 371 348 333 3227 304 307 302 298 294 291
M 00 756 655 599 Se4 539 520 506 454 4ES 477 4n
A5 147 138 158 157 156 155 154 1853 153 152 152 18
i |10 33 286 266 254 245 239 2 230 2w 225 123 il
5 4B4 198 359 138 10 309 301 295 290 245 282 29
01 965 221 622 567 532 507 489 AN 48 A4S 446 440
25 146 156 136 155 154 153 152 151 151 150 150 149
iz [0 318 ZE1 261 248 239 233 238 24 2: 219 217 218
05 475 389 349 126 311 300 291 285 280 275 272 249
01 933 653 595 541 506 4B 46 450 439 40 422 4l
25 145 155 155 153 152 151 150 149 149 148 147 147
g [0 314 276 25 243 235 22 ;B 20 296 214 212 10
05 467 381 341 18 3103 292 283 277 1N 267 263 260
|01 807 670 574 ST 4BE 462 44 430 409 Al 402 3%
A5 14 151 153 152 151 150 149 148 147 146 146 148
4 |10 310 273 28 239 23 2M 2319 215 292 210 208 208
A5 460 324 1M 3N 296 285 276 270 265 280 257 2183
01 BES 65 556 504 469 446 428 404 403 394 386 380
A5 143 152 152 151 148 148 147 148 146 145 144 144
15 (10 307 270 34 23 2@ 2N 236 212 109 206 204 202
A5 4S4 168 329 306 200 279 M 264 259 254 251 248
01 868 638 542 480 4356 432 4 400 M 380 373 167
I 142 151 151 150 148 VA7 146 145 1A 1M 44 143
w6 |10 305 267 246 233 224 218 213 209 206 203 201 1%
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v (10 303 264 244 231 222 215 200 206 203 200 198 196
05 445 3539 320 296 281 27 2461 255 249 245 241 238
L1 K40 611 K18 467 434 410 383 109 6B 18 152 346
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s [0 301 262 242 229 220 213 208 204 200 198 1% 19
05 s 335 A6 293 277 IM 1M 2M 3 41 Y 1M
M B9 601 509 458 425 401 3B4 ATT 360 351 343 137
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w |10 29% 241 240 2 218 211 206 202 188 195 194 19
05 438 352 313 290 274 243 254 24 242 238 2 2
01 BIE 593 501 450 417 394 177 383 1S 343 336 130
a5 140 149 148 E 145 144 143 142 141 140 139 139
g |0 297 259 238 225 216 209 204 200 196 1M 182 1%
05 438 349 10 27 I 280 251 248 2w 23 2y 2>
m B0 585 4% 443 430 387 370 A58 346 X7 329 1N
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TABLED.3 Upper Percentage Points of the F Distribution  (Contfmed)

df for
denom-
atir df for numerator ¥,
& (& 2 2 3 4 5 S — =% =8 -1 1
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1947
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Instructions for Candidates

. Write your Roll No. on the top immediately on receipt
of this question paper,

2. ANl questions carry equal (15 marks each).
3. Attempt any five questions.

4. Answers may be written either in English or Hindi;
but the same medium should be used throughout the

paper.

eEl @ fag FEw

I W W-TE & Fe #l e fav iy Fdifte = ar anen
S iy |
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2. wft wl & w wAE (15 F) F

3. Tl e wl & e S

4, TH V-7 o IR s oy i R g s 3 Sifee, AR
T I e v B R e |

1. Did colonial India experience deindustrialisation?
Discuss with reference to alternative views on this
guestion.
w1 Gt W F i = e e @
Wi W defers AW & e # =i S

2. Discuss the links between economic growth and
spread of railways in colonial India?
sbrfier e ¥ affs fBew ok W@ § e & 99
W ow wifEy?

3. Why did mortality decline after 1921 in colonial India?
#1921 & A iRl e ¥ g w A fwee w10 o ?

4. Explain the role of Social Darwinism and

Malthusianism in famine relief policy in colonial India.
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sivafafirs i A s wen AR F wfies offae s
wrEgfammme wi vfie ) s W'l

5.  What do you understand by the term Drain of Wealth?
In your ppinion did drain of wealth have a significant
economic impact on colonial India? Give reasons in

support of your answer.

‘efe ® smEm’ (Drain of Wealth) =1 sifvmm ==
#7 s faam A = wafs F awEw W SR s
w wEE fdw wiw m? e e o i A e
s

6. Compare and contrast the trends in large scale and

small scule industry in colonial India.

s wRa # gea o @Y Ium § wafea o gee
st = fadg wmed

7. Discuss alternative views on the impact of
commercialisntion of agriculture on colonial India.

sitvfafirr e w Ff ® wEwd ® wie w ik
famml <1 == Hifar)

P.T.0,
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8. Critically evaluate the view that the policy of the
colonial Indian state were driven by military needs
and overseas commerce requirements of the British
Empire?
= faam @ FEE e W (st e
e w1 At fafew amne 2 A wee sl R el
ssaEan o R @7

(2000)
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Instructions for Candidates

1.  Write your Roll No. on the top immediately on receipt
of this question paper.

2.  Attempt any five questions. All questions carry equal
marks.

3.  Answers may be written either in English or Hindi;
but the same medium should be used throughout the

paper,
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1. (a) How existence of the bureaucracy can lead to
excessive growth of the public sector? Explain

with the help of economic model. (9)

(b} Define Externality. Show the inefficiency
associated with positive externality with the help
of sultable diagram. (6)

(&) Fwamd = o= alefm e 5 safs gfe
& HRY T TEA B 7 M e € wEw | awmed)

(@) =g & oftvis @i aFmEmE awE @ i
FErTEl W I9gEE Site F) wEmeE A TEEw)

2.  (a) Show that optimal condition for the provision of
public goods differ from private good in partial
equilibrium analysis. Elaborate using the suitable

diagrams. (7)
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(b) If mobility is costless in local community context
individuals would reveal their preferences, by
moving to the locality that best reflected their
tastes and offered the preferred tax benefit mix.
Critically examine this statement, (5)

(5) =sfisd e snfirw gem fRwewy & adwfm aqe @
wauE & fow geaw sd Bl e @ fes el 2
I A = oIwEm wew fegE wi

(W) ot =rdm wEm ® #e # e e sme &
7, 7 =itw woh s S 39 e § w99 vEe
A, W IAe - W ) wes sl W
| YW wO B OTH R W FAEEET GO
L i

3. (a) “If the market is allowed to function freely with
complete information and zero transaction cost,
the allocation of resources will be efficient and
invariant with respect to legal rules of entitlement.”
Do you agree or not? Explain, (7)

(b) Does it matter whether the tax is levied on
consumers or on producers; and levied specific
tax or ad-valorem tax? Explain. (8)

P.T.O.
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(5) “uft smoe &) 99 sEER sk R AEeE ATE ®
s TS TR S A S Y A e
2 Wy ¥ T awer aEe st swedda
W s wews B U AW e wfadi

(@) = o T ® & w IueEs W s S
*w FmEw W, ot ffre W @ TREER w7
|

4. (a) Graduate student A smokes, but his office mate
B hates smoking, A and B have the lollowing
utility functions: U* = 100 + 10z - 0.12* and
UY = 100 - 10z, where z is the number of cigareites
smoked by A (and U* includes the cost of
cigarettes). Determine

(i) The number of cigareties smoked by A
when the external effect on B is ignored.

(ii) The socially optimal level of cigarettes that
should be smoked by A.

(iti) The optimal Pigouvian tax needed to
decentralize the social optimum.

(iv) The outcome with Coasian bargaining when
the property right is assigned to the smoker.
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(v) The outcome with Coasian bargaining when
the property right is assigned to the
nonsmoker. (%)

{b) Examine the approach to the classification on
impure public goods focuses on the mix of services
that stem from the provision of the good. (7)

(3) =" WIE T WS w8, A Iae wes |
@ e @ Tme won w0 v o @ ¥ el
awafien = £ Ur= 100+ 10z - 0,12 8k U=
100 - 10z, 781 2, A 3R gwes =) o fEd =
e ® (st UM faeite =t smm wfem ) Fifs
#fa .

(i) =@ B w9 wwd wwa = Fardas o
A A W o #t o fee W) e

(ii) Fore = awifaen w9 @ g = fw A 8@
g B s i)

(iit) wmmhaw szem w ERdgy = & By s
i =)

(iv) =iffs diars & am offoms 7= fe =0
FUwR gET= wwA a0 A S

P.T.O.
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(v) wiffger e & we ofors s dofe o
iR e W w A W) A e 2

(@) s e TES & e @ IrewRm S w
Fi, T OTEH B FEHUE F I dws w R ow
Fien B

5. (a) What is the rationale for intergovernmental
transfers in India? Elaborate the key
recommendations of [iftcenth finance commission
for horizontal and vertical devolution between
centre and state; and among the states (8)

(b) Suppose governmenl impose tax on interest on
saving and after tax saving remain unchanged,
would this imply tax is non- distortionary? Explain.

(7)

(%) wnes § e maresl w1 o st #7 Rz sk
o, W T & 4w & dw s sk A
wetEm & fan vz fm s o we fwfon -
famw & w1

(@) s it & w0 w99 O e 9w WA 8 Aiw
a9H oW & WE siataa A ®, W W e wee
g #m i = h-Tage #7 wwmeh
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6. (n) In case of two-goods (Labor and Consumption
good x) economy with a single consumer and single
producer, show how the optimal commodity tax is
determined. (8)

(b) What makes sound tax system? What ails
the Indian tax system elaborated by M. Govinda
Rao? (7)

() wms IwiET 3R TEW IRE & WE F-T (W
i Imitn weg x) sefsmeen ® e, fed fw
e A W oA fPuiia fw T w

(@) =i & sww 59 5 GO S &7 oW i e
o fasge wedm ww g A e w7

7. (a) Briefly discuss the silent features of Goods and
Service tax (GST) in India. What are the
anomalies associated with GST? (7}

(b) What factors govern the auditing and punishment
decision for tax evasion by individuals in the
cconomy? Discuss the role of government in this
context, (8)

P.T.O.
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l.  Kiteland (K) and Airland (A) are two economies with
total labour of 50 and 130, respectively. The 1astes
and preferences of these economies, over the two
goods X and Y, are the same and are given by the
utility function U(X,Y)=X"*¥04_ [y Kiteland, one unit
of labour can produce 3 units of Good X; while it can
produce 5 units in Airland. Similarly, one unit of labour
can produce 4 units of Good Y in Kiteland, whereas
it can produce 8 units in Airland. Given this
information, answer the following questions -

(i) What is the opportunity cost of producing X in
terms of Y in Kiteland and Airland?

(i) What are the production possibility frontiers for

the two countries?

(iii) Under the conditions of free trade, what is the
equilibrium relative price?
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(iv) Discuss whether the economies would go for

complete specialization?

(v) If there was complete specialization, what would
have been the relative output of X to Y
produced? (15)

wigee® () 3 we (v) 9 sdemen # e w5e
s9 FEN 50 AN 150 h T smEEasl ® AR AR
yafawa], 2 aEsl X SR Y W we ¥ 3 Iudifen
wEE UOLY)=X0YM g @ i #) wwese §, oW @
UE T ge X 91 3 T4 9 IEEA W awAl §; e
uF voeeE A 5 gfE W IweT @ aed B T A,
FTEEE A o E TR g 4 g e Y oW IeEe W
7wl B, sElE ow voeee A 8 g w1 3RS W el
# 9 TEEE W1 o we, Rl e @ o E

(i) Kiteland 3 Airland ¥ Y & #07 ¥ X & 3mea

% FEEr AEE =0 BT
(i) 9= 3 = g IemEs dwman @ §7

(iil) @ = = WA & A, Agee A, Fem w87

P.T.O.
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(iv) Wl sy O fie # R s

(v) =z pof faswern 9t & x 2 Y 1 A Ieey =

[
.

#r?

(a) In the world economy, there are two éountries:

Gangaland and Missisippiland, Gangaland has a
preference for consumption in the future and
Missisippiland has a preference for consumption
in the present. Mlustrate how trade is intertemporally
balanced with the help of diagram(s). (8)

(b) Consider two countries A and B. The real wage

rate in Country A is higher than the real wage
rate in Country B. How would international trade
affect real wages between them if labour is

perfectly mobile across the two countries? (7)

(a1) ﬂ!qmif.ﬁ%ntmmﬁﬁrm#n

ﬂﬁwimﬁﬁqﬂrﬂlaﬁmﬂﬁmiaﬂ!mﬁ
im%ﬁqmaﬁmﬂmmmﬁ[m
ﬁm%mﬁﬁmﬁa‘m-mvﬂ
A T
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(=) ﬁiﬂ&ﬁl’(ﬂﬂ!ﬁﬂﬂﬁlh;&*mﬂﬁ{a
o W B ¥ Al wogn w4 gfuw #) 3l 9
o ¥ uw qf A A U W B A Feco =R
I8 A Al wwl W wA gl wen?

1. (a) Consider a standard Heckscher-Ohlin (HO) Model,
where two countries Home and Foreign produce
two goods, sugar and milk, using labour (L) and
cupital (K). Home is relatively labour abundant
and Foreign is relatively capital abundant. Assume
that sugar is relatively capital intensive and milk
is relatively labour intensive. Answer the following

questions :

(i) Discuss the pattern of trade between the

twa colintries.

(ii) Under what condition(s) factor price
equalization may be obtained? Discuss with
the help of a diagram, showing the segment
of equalization. (8)

{b) Discuss the domestic market failure argument
against free trade with the help of a diagram.

(4)

P.T.O.
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{c) Write a short note on optimum tariff. (3)

(3) v e Fow - @wfem (HO) #ifes w faam =1,
W 3 Im v A R ose (L) st gE (K) W
INgE wE W EEE, 9 S g T we
F W aveTEE 9 W wer # # o R e

oS vt A B oww o 9 slewe o e
* dit Tu aEgE wm wuw *) Feefafes e @

I A
(i) == 3 & 9w = F e w o= w0

(i) e el & aFa FWG TS G WS F o
adl 27 WhEA ® @ W we O A
it wEEe & Wi wiaw

(7) 7o =R F faemw W T A ® e
UF i@ & #eEm A 9= wv

(@) vem 2w w o v = o
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4. (a) Countries A, B and C are the only three computer-
producing countries in the world. The three
countries have the same production technology for
every firm, and face the same demand conditions.
The annual sales of the three countries are
10,00,000; 90,00,000, and 40,00,000 computers,
respectively, Fixed and marginal costs of
production of computers for each. firm in each
country are 750,000 and 5000, respectively; and
the degree of responsiveness of each firm's sales
to its price, vis-a-vis other firms is 1/30,000.
Answer the following guestions:

(i) Calculate the equilibrium number of firms
in the three countries before trade.

(ii) What is the equilibrium price in these
countries under autarky?

(iii) Calculate the total number of firms and
the equilibrium price, after the economies
integrate.

(iv) Discuss the guins from trade of market
integration post trade. Which country gains
the most from integration? (12)

P.T.0.
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(b) Write a short note on Leontief Paradox. (3)

(®) 2w A, B 3 C ZFar % waw d waer I 3
#) A X 2w o B B w Im TS
B, o T winm RafEd wrowe w2 S A
=1 wffw Rt 1000000 # W 9000000, s
40,00,000 T WRFH I A v=E w4 F By
T F I A Fffw o @i w0
750,000 3 5000 #; 3T o= % A T H ww
wﬁaﬁﬁa&ﬁm%wﬁuﬂmﬁﬂﬁvaumu
# Feffe o § 9w A

(i) =mm & wodt d= 30§ W 0w v
1 W W

(ii) P & woa v 390 ¥ dger S w7

(i) mﬂm%m%m.wﬂﬂ?rﬂﬁ
Fe ok A wm o e =y

(iv) =R % am Iem vsm 2 = § 5 2
W w1 v § wa st wy fw 3w
o W A 27

(3) fordeits fiamms w o e Fond ff,
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§.

Consider a firm in an imaginary country Compland
producing computers, using computer engineers (E)
and production workers (P). Computer engineers are
engaged in designing computer software, while
production workers are engaged in the assembling of
computer components. Computer engineers are
considered to be highly skilled personnel and earmn
relatively higher salaries ( W,.) compared 10 production
workers (W),

(1) Starting from no-trade equilibrium with a
production possibility frontier ( PPF) of a firm,
illustrate the gains from offshoring, if Compland
has a comparative advantage in providing the

services of the production workers,

(ii) Now suppose that advances in engineering design
i the rest of the world decrease the relative
salaries of computer engineers. Ilustrate and
discuss the implications of this change in the
production of computers in Compland, with the
help of a diagram, (15)

T W W wge G () s smm afe
() = I = e w0 A v @ R

P.T.0.
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T Tl Few weaw e W ¥ W g F
wafe I TN U WEEl @ At § i 5w
W SHAE F S T wea § w1 A A
# 3 g=res wfvwl (wepdl) o e ¥ demEe st
T (vegd) wa

(i) v &R = Fees aviEa aen (Wdew) & e -2
FAEA R AE WA, ST § W W AT W,
HUAE W IR WA E TN GO i { g
wm #

(i) s wer @faw fF zm & = feell & soifafEn
frarer ¥ Wiy wegzy SRR F e T A W
Fe #1 ww ¥ waEd @ e § W o @
faftemal =1 s & WEGAT | WAWEY 3T 39 W 9
L]

6. (a) Autoland wants to set up an automobile industry.
The free trade price of an automobile is $8000
and the imports of auto-components which go into
the making of an automobile are priced at $4000.

Answer the following questions:
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(i)

(i)

(iii)

(iv)

11

If the government imposes an ad valorem
tariff of 20 percent on automobile imports,
what is the effective rate of protection
(ERP) offered to the industry?

Suppose Autoland wants to set up its own
auto-components industry and hence the
governmen! imposes an ad valorem
tariff of 10 percent on imports of auto-
components, with no tariffs on automobiles.
What would be the new ERP offered to
the automobile industry?

In continuation to Part (i), now suppose,
the government of Autoland imposes an ad
valarem tariff of 10 percent on imports of
auto-components along with the existing
tariff on automobiles. What would be the
new ERP offered to the automobile
industry?

Critically analyze which of the three
policies used by the government of Autoland
to develop its own automobile industry,
protects the domestic automobile producers
the most. (9)

P.T.0.
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(b) Consider two countries: Finecland and Sineland,
producing two goods: mobiles and iPods, under
perfectly competitive market conditions. Fineland
exports mobiles and imports iPods. Sineland
exports iPods and imports mobiles. Assuming well-
behaved offer curves for both the countries,
illustrate with help of a neatly labeled dingram, as
to what would happen if there is sudden fall in the
supply of iPods by Sineland? (6)

(3r) siferee v sitcriaEs U T Sen 9w BT
SifPvirargs & e S e S8000 F ST Fiel - vt
=1 Fam W U s § R § e R oEe
#Fm 4000 1 Feafafes vl oW a0

(i) uff wewR FEEEES FWE W 20 WEES w5
ure 2w W #, A OIEW w1 A I A
goan &1 Wl W (ERP) wm #7

(i) @ #fe sEdE s Sl -wAHe  Fhe
wafis wow e § Al Ay aen siel-
e & W W 0 WETE 1 T dE
2w = B, fored siehimmes W =8 2fw
i #1 sicEEEe Igw F By aw fEmwm e
e 7@ ERP == s ?
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(i1i) mmﬁﬁmﬁnimmﬁm,aﬂa’fﬂ?
R I T S —
ﬁ-ﬁﬂﬁ&mmmﬂﬁmwu
m%miumm%ﬁ
T B R wm o ERP war frm

(iv) ﬂmmﬁ&aﬁaﬂzmm
T WG R SR I W Rref wd
w‘:mm:&mmﬁﬁhﬁmﬂfﬁﬁm
W sichiEET e o it
weA

(a) ﬂ%ﬁwﬁmﬁ:ﬁmﬁ:m&rm.a’rﬁﬁw
mmf;mmm,@m%m
mﬁwﬁiﬁ%mﬁﬂﬂ‘:ﬁmmﬁﬁamﬁ
aﬂtmmmmmmmﬂﬁﬂh
mtﬁ%ﬂmmmiuﬁ%ﬁ%ﬁq
aﬁmmﬁaﬁhﬁﬁﬁmmjﬁm-w
ﬁmuﬁmaﬁm%wﬁﬁ:mm
R I F s e o ¢ 5
LiE

P.T.O.
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7. (a) Consider a large open ecconomy Paperland
exporting paper. Discuss the net welfare
implications of an export 1ariff on psper imposed
by Paperland with the help of a diagram. Is there
any rationale for the domestic producers of
Paperland to oppose this export tariff imposed?

(8)

(b) Consider Country A producing Good X which
imposes a negative externality in the form of
pollution. With the opening up of the economy for
free trade, Country A becomes an importer of
Good X. Ilustrate with the help of a diagram how
free trade of Good X might make this country
better off. (7

(7) ww w8 WA s et R s w R
| e @ e e wEs W iR e w 1e
W UM F U R w A | w= i
w1 AT Wi IeEREl @ oY e T T e
e o faig wer W o sl 27

(@) #m AW fEr o W oaE X o R A e
F ¥ A AEETn WA A e = ®
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mmﬁqa%ﬂm.haw X 1 s
wmﬁwaﬂaaﬁ’rmﬂﬁﬁaﬁﬁr
ﬁmxmﬁww%maﬁﬁmmm
#)

8. (a) For the given costs and benefit curves of lobbying,

the endogenously determined tariff rage of
Protection is t*. Suppose ihe cost of lobbying
decreases. What will happen to the optimal
protection rate? Ilustrate with the help of a
diagram, (8)

(b) Consider two countries A and B, producing

homogenous goods and competing in a Cournot
Duopoly setup in intra-industry trade. Suppose
Country B grants an €xport subsidy of. Illustrate
with the help of a diagram the change in the
reaction functions of the IWo countries and
comment on the pattern of trade. (7)

() =i = % o g ﬂ?ﬁﬂ‘q‘ﬁ%ﬁ-‘lﬁ.ﬁhﬂ

%ﬁuﬁawﬁiﬁwﬁt-ilmﬁmaﬂﬁh
u%murmilmwﬂqﬂwﬂm?
mﬁmﬂmﬁﬁm

RT.0,
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(@) @ 3 A 3w B w fmr =, @ wwed wA W
JeqEe W § 3 So-dTEl % ¥ Wi g
e 7 wieend s #) 7= F@ifae & W Bs 9
ffr wfer® ¥ & uw fa= 91 @ @ 290 @
& wfafear =l | gfads = faw =t S = S
ted w fra =)

(1000)
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2. WA R w w0 (15 )
3 el dfta vl & e S

4 EHWET-TE I S ar R e om e ¥ S, 3
N I W v f R i

I.  What was the impact of cotton textile exports from
India on the Indian and the world economy belween
1600-18007

16001800 F W WA F 4R 7= B B v et
v Fwa snfamen wown pim o

2. Review the trends in India’s National Income and
Employment over the period 1860 1o 19047, Do these
trends indicate economic stagnation? Explain.

1860 ¥ 1947 F oy ¥ v @ vy wm v T B

wﬁﬁﬁmﬂmwﬂw i F= (stagnation)
1 HR wEE T ¥ wemE)

3. What, in your opinion, were the factors that determined
the famine relief policy of the calonial government in
India? How did this policy change over time?
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m%ﬁm%‘ﬂaﬁ#mﬂﬁ:ﬂ%m#sﬂuﬁiﬁm
maﬁmmmmﬁuﬁw&m?mﬁﬁm
%m-mﬂmmwﬁaﬁfag{?

4. "It was not commercialisation but technical stagnation,
poor resource endowment and structure of land rights
that led to a prolonged period of agricultural stagnation
in India.™ Discuss.

AL R D E T T R e
aﬁzﬁqﬁiﬁaﬁmqﬁﬁm%mﬁaﬁmﬂﬁ?
T Fwem & w= Bt o= Wy

5. What were the motives of the colonial government
for bringing the railways to India? What impact did it
have on the Indian economic development during the
colonial period?

mﬁiﬂmmmmﬁ%ﬁ'&ﬁmaﬁ%mﬁm
m&?maﬁnﬁ&ﬁwmﬂﬂmmﬁnmﬁmﬁm
WO e gt

6.  What were the factors that resulted in slow rise of
the modern larpe-scale industry, especially the heavy
industry, in colonial India during the twentieth century?

PO
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3 T ww A Fee afneeey WA s ¥ SR
wr H syt gew A, fadme: Wi sz ¥ W
# gfa wi?

7. What do you understand by the term Drain of Wealth?
In your opinion did drain of wealth have a significant
economic impact on colonial India? Give reasons in
support of your answer.

i # gwaE’ (Drain of Wealth) =1 sifvwr = #7
s foar A =@ Wl @ HUEE @ AEAEE e W
e it w wa? A fraw & we # ww A

8. “Its noteworthy that India’s relative economic
stagnation in the ‘golden age™ of the world economy
hefore 1914 marked out how far India’s own
development was being sucrificed to provide military
powet and promoling economic growth in other parts
of the British Empire” (David Washbrook). Discuss.

oo e & B 1914 ® Tea 91 fwm sdermen & =
@*i%ﬁﬁﬁﬁﬁ%ﬁuﬂtmmﬁﬁmm
# fir fw we w ffew W & s W W s g
wER E A A Wi § gg i & fee v W e
1w fea @ @ At (3R awEs) 99 w0

(3000)
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Qs 1. State whether following statements are true or false. Give reasons for your answer,

(a) In the fixed effect within group model, it is possible to study the impact of the time
invariant variables.
(b) If the coefficient of determination for the regression of X, on X5 is 0.7213, the tolerance

level will be 0.029
(c) Recursive least square is used to test for specification bius.
{d) Variance-covariance matrices of the disturbances 1 is not symmetric.
{¢) In the Linear Probability Muodel, the

Ir"an; = Pj[l - .FIII
(IX5=15)

o | T R PR e T § 1 3R | IO IR $ R eru <l
mwﬁmﬁﬁmﬁfhﬂmﬂ,waﬁaﬁﬂﬂ%mmmmwm
@haf x, W x,& uferr & o Fufor @ qoie 0.7213 2, & wEua ®W 0.029 B |
mwﬂwﬁ.mmtmﬁmmﬁmmh

(@) TEaEh I T HE T AR u, W T &

& Y& v Hisa H,

Var L',- = Pt[l == Fl]

Qs 2. (a) Consider the regression model:

§. = 27.7 — 0.11PC, + 0.03PF, + 0.23Dl;
N=29 R*=0.9904 d=0.99
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Y = per capita milk consumption
PC = price of milk

PF = price of almond milk

DI = disposable income

Hypothesis testing would be unreliable if serial correlation exisis.
(i Ifd; =1.20
dy = 165
What i your conclusion about serial correlation?

(i)  Explain the Breusch-Godfrey test. If R? in the auxiliary regression is 0.2966 and critical value
(@l 5% is 3.84, what do you conclude and what are the advantages of conducting this test? (7)

(b) Suppose we have a time series data for two variables- Money supply(M) and Interest rate(R) and we
are interested in finding out if there is any causality between the these two variables.

1] Write the four cases of granger causality.
(i)  What are the steps involved in implementing Granger causality test?
(i)  What are the assumptions for the Granger causality test? (8)
W 2 () Wi wige W ER &t
Y. = 27.7 = 0.11PC, + 0.03PF_+ 0.23DI,
N=29 R¥=).9904 d=0.99

PT.O.
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ﬂmmwaﬁmmmm.
M  WRd.=120

dy = 1.65

T W & T & o 7 e € 7

(iER-TEt Tiem Bt
HH 3.84 &, T S0 1

) T e fp Ear o g - R
221 3R 79 Tg Ul T H o 1@

(i) Yo Suitaar & IR A )

(i) TSR Foitaa] THaur &t IS
(i) For et Tdtem & forg &m

Qs 3(a) Is the error term in the logistic model homoscedastic

L;=lnl

P
1-—

p*] = B+ PaXu+ U

If not. then what is the transformation that we need 1o make

i)
i)

mﬁ@tuﬁmmﬂwmmtmmaﬂﬁﬁﬂm
Preeped ¥ 3R T THa B S S FaaM

STl (M) SR @ oR (R) 3 R U e e
# 5 =3 o & A P18 DR & 31 e

AP & o it &
Hard ¢

Will the probabilities calculated in the probit model always be between 0 and 17
If in the grouped probit medel, ownership of cars as a function of income is estimated

Table

Dependent Variable: Probit (X is income measured in thousands of dollars)

Variable Coefficient Standard Error | 1 Statistic Probability
[ & 354 0.053 66.7925 0.0000
Income 0.0375 0,00324 11.57 0.0000
R-squared 0.9721

Find the probability of car ownership at an income level of &) 15,000 and b) 40,000
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(b) Consider the following regression model of total cost (TC) on output (Y)
TG = Bi+BY + w

This model is estimated using 10 observations and following results were obtained
7T, = 166.467 + 19.933 Y,
()  (19.021) (3.066) R*=0.8409

In order to test the model specification error, the model is re-cstimated with TC, and 1T, as
additional regressors and this explains 99.83% of variation in the dependent variable. Apply
Ramsey's RESET test. Use 5% level of significance.

(i)  State null and altemnative hypothesis clearly. Do you find evidence of model
specification error?
(ii)  What are the advantages and disadvantages of Ramsey's RESET test. (7

WY 3 (T) T Sioies Hisa B eRe® | 3¢ Uss &

B
Li= ll‘l[1 _Ip‘] = fiy + iz Xy + U

afe; =&, & =1 uftad= & < o 39 91 smEwEa 2 2

M EHifEe digw & e @S A witeand gewn o 3R | & 4| g
@ ot eudies Wiee disa . 30 & wod & ©0 H $RI S Wihd 31 3 59
TR ST O

P.T.O.
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Table

Dependent Variable: Probit (X is income measured in thousands of dollars)

Variable CoefTicient Standard Error t Statistic Probability
C 3.54 0.053 66.7925 0.0000
Income 0.0375 0.00324 11.57 0.0000
R-squared 0.9721

a) ls.moah?mu.umammmmmﬁﬁlmaaﬂmﬁmmmaﬂm

(ﬁ)m{v;mwmncﬁﬁuﬁmmmmﬁmaﬁ
TC, = B+ BV + w

wgﬁamﬁmma{aﬁﬁmmaﬂ%ﬁmw% 3l Preferfae afvom W
= TC, = 166.467 + 19.933 ¥ |

® (19.021) (3.066) R*=N.8409

nitse R 3R o T S & g, Afsa 11T, AR 1.} % wry fafvad wiaared &

Fﬂﬂ'fﬁﬂﬂmﬁa&mm%mﬂzﬁﬂ!mﬂwxmﬁﬁmaﬂmm%iw

1 RESET G&U a1 | HE@ B 5% TR P Wam ¥

() ﬂﬁmmuﬂmﬂwmﬁmlwmmﬁﬁﬁmaﬁm
wor fRveren 82

) TR % RESET W& 1 HTad R TS ?

Qs 4 (a) Consider a two-variable regression model, where

2
Y=|3]:X=
3

[
~] A3 0 ~) En
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(iy  Calculate f vector.

(i)  Find Total Sum of Squares (TSS), Explained Sum of Squares (ESS), Residual Sum of

Squares (RSS) and coefficient of determination using matrix notation,
(iii)  What is the estimated SER (standard error of the regression)?

(b) Consider the following model:

Ve = Bok{t et

Where Y, = desired business expenditure for new plant and equipment

X, = sales
L= time

Assume the following stock adjustment hypothesis:

i o_ Ye )6
Yeoi Vi
Where 0< 5<I
(i)  Derive the short run business expenditure function for new plant and

(i)

equipment in logarithmic form using given stock adjustment hypothesis.
Consider the following estimated equation for the period 1970 to 1991
[n¥, = —1.078 + 0.9045InX, + 0.26InY,_,
(se¢) (0.1B414) (0.11124) (LO§7R)
() (-5.854) (B.I31) (2.962)
R'=09937  F=1425219

I, Calculate the coefficient of adjustment and interpret it.

2. Calculate the short-run and long-run elasticities of expenditure on new plant and
equipment with respect to sales
3. Write the long run business expenditure function for new plant and equipment. (7)

PT.O.
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T 4 (T) TP 3R wiem Hise W fER Y, Sl

1 1 6

2 1 7
Y={3|:X=1]1 B
3 1 9

1 7

() f FE @ e Bl

Giy @il e dI (TSS), I 1 FH I A (ESS), aril @7 JafRng i (RSS)
ol A W 1 SUANT @ ARVl T 01w I P

ity ST SER (R 2 T ) 7 82

@) Prafifs Hisa R BER #¢

-F; — ﬁoxfl Eu‘

@l vy 10 i SR Suw & g afea s o

x, = famt
L= time
Rrufefaa wie e gl 7 &
e _ % )8
Ye-1 Yi—1
gl 0< 5<1

(i) mwmmmmmmmmmaﬁmmmmw
IR FU 3 TR SeaEITe aadie o WasH Ui B
(if) 19708 1991 T} 3afty b fore FrafEd st FHie o feR oY
In¥, = —1.078 + 0.9045InX, + 0.26InY;_,
(se) (0.18414) (0.11124)  (0.0878)
(v (-5.854) (8.13)) (2.962)
R1=00037  F=1425219

|.mﬂlﬂﬂ$qﬂnﬁﬁaﬁ O] Y IR STH ! AT B
z.f&aigiﬂa‘u 0T SR SUE UR B ST SR Wl ety & drg @
MU

a.mmmmﬁmwmmmml
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Qs 5 (a) (i) Explain, using an example, the reasons for using the method of instrumental variables
(TVs).

(1) What are the necessary conditions an instrumental variable should satisfy?
(iii) When do we say that an IV is poor? Are there any costs of using it? (7)
(b) Consider the following investment regression for 10 firms from the years 1985 1o 2004

Yie = By + BaXaie + BsXsie + Uy

Where Y= Gross Investment of the firm, X;= market value of the firm, X;= value of the stock of
plant and equipment, i= firm, t= time

Table | gives the pooled regression results and table 2 gives the results from fixed effects
dummy variable method using two-way fixed effects (no interaction between cross sectional
dummies and time dummies, also assume that slope coefficients are the same across firms), To
save space individual dummies were not reported, but all of them were to found to be statistically
significant

i) Using table 1 coniment on the pooled regression results
i) Describe the FELSDV method of estimation and using table 2 discuss the regression
results. How many dummy variables were introduced to take into account the two-

way fixed effects?
iii)  Which model better describes the investment function for the panel data? Justify your
answer.
iv)  Is it possible to incorporate the time invariant variables in the FELSDV model. Give
reasons for your answer.
Table |
Dependent Variable: Y
Method: Panel Least Square
Sample: 1984-2004
Periods Included: 20
Cross Sections Included: 10
Variable Coefficient Standard Error T Statistic Probability
X2 0.1155 0.0058 19.8 0.0000
X3 0.2307 0.0254 9.05 0.0004)
C 42,714 9.5116 -4.49 0.0000
R-squared D.8124

PT.O.
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Table 2
Dependent Variable: Y
Method: Panel Least Square
Sample: 1984-2004
Periods Included: 20
Cross Sections Included: 10
Variable Coefficient Standard Error T Statistic Probability
X2 0.1177 0.01375 8.56 0.0000
X3 0.3579 0.02272 15.754 0.0000
0 -80.1638 14.844 -5.40 0.0000
R-squared 0.9516
—
EfTects Specification
Cross section fixed (dummy variable)
Time fixed (dummy variable)

(8)

mucmmwmmaﬂnmﬂmmﬁamnvs;aﬁﬁﬁmmﬁmm*m
Pt S He

(i) U Tife = o e axae Nl &1 U & SR
(iif) € PE BEA & b 1V TE 87 T FEDT ST DI I DIS A0 62

@) 1985 R 2004 T 10 AT 5 forg Prafdifee Faw wivm w fEr st

Yie = By + B2 X34 + BaXaie + Uy
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e Y = ¥ & Hod AT, X, = B &1 aeR 55, X, =43 AR IuE & © e Bl

T, i =B

, t=4HY

wiferet | e e TTe wfermes afvoms 3o € of aiftres 2 S-avwt AfliE wamal & aaam
T AfdE wva S T faft & ofvors &3 @ e Sewma st iR egm sl S A o
et 7, ue ot 7 o 6 g Ui wHT # 59 )| 98 91 99 & fog afdana
i @t g e 4 g o, A o it @) wifeeta w0 mgeyol g an

iy T | @1 wE @ §Y U e e wiree ufvonsT Rl w3

i) BT DI FELSDV UGfd &1 90 B 3R aiferes 2 &1 Iuan & gu wiamA

mmzﬂﬁﬂrﬂ-mmamaﬂ &1 7 vEd gu e sl =R

m

iy ®H Al 090 3¢ & Ay FEw wee & der auiE ST 82 309 IR @
ffeaw g ¢ |

iv) @1 FELSDV Hise & a9 safvad-la s & mite s dva g | A SR S
feme @ @@ |

Table |

Dependent Variable: Y

Method: Panel Least Square

Sample: 1984-2004

Periods Included: 20

Cross Sections Included: 10

Vanable CoefTicient Standard Error T Statistic Probability
X2 0,1155 0.0058 19.8 0.0000
| X3 0.2307 0.0254 9.05 0.0000
C 42.714 55116 =49 0.0000
R-squared 0.8124

PT.O.
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Table 2

Dependent Variable: Y

Method: Panel Least Square

Sample: 1984-2004

Periods Included: 20

Cross Sections Included: 10

Variahle Coefficient Standard Error T Statistic Probability
| X2 0.1177 0.01375 8.56 0.0000

X3 0.3579 0.02272 15.754 0.0000

C -80.1638 14,844 -5.40 0.0000

R-squared 09516

Effects Specification

Cross section fixed (duommy variable)

Time fixed (dummy variable)

Qs 6 (a) Consider the linear regression model; ¥ = X +U

where U~

N(0,a?1) and X is a fixed n < k matrix

(i) Derive the OLS estimator for £.

(i) Derive an expression for the variance of the OLS estimator of £. )]

(b) Consider a structural equation with two explanatory variables:

yi= fotBiyztPata + 1y

where z, is exogenous and y; is suspected to be correlated with ;. Thus, one needs 1o
introduce an instrumental variable (IV) z; for y;.

(i)

(ii)
(iii)

State and explain the conditions that must be satisfied for an 1V in the above model.
Can we use z, as an instrument?

State the reduced form equation and the key identification condition.
What is the significance of the value of R* for the variance of 1V estimator? (8)
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uH 6 () s nfama Aisa R ER &Ly = Xg + U

81 U~N(0,021) and 3R X U Bifdd n ~ k ARTR

(i) p & U oLS 3FaE g Fifen
(ii) p & OLS SFHM® & TH0 & forg sfore g S

(@) T TrETES TR D Y UH EATHD THIDI [T [FER B

W= Bt By + Pazy + 1y

gl z, afgwia g -ﬂﬂyg @1 u, ﬁmmﬂﬁﬁﬁrﬂaﬁalwmﬁﬂﬁaﬂﬁ#m
U TS TR (1V) 2, WA DA B ATGH g
i)  SuEdAisa H1v & e e 817 ardt vl @) aard AR gEemnd) e 2, B
U USRI & €Y H WP H G 872 :
i)  Fa e e 3R vgaE $ wige v #a)
(iiiy 1V HFS & UEI0 & O R? & W B # Hed g7

Qs7(a) The following model was constructed to study the relationship between infant mortality
rate (Y) and per capita income (X) for 100 districts in & certain country over the period of 20
years.

InYy =B, + BalnXyy + U,
i) Under what conditions would pooled regression approach be appropriate?

i) In order to allow for heterogeneity among the districts the model is rewritten as
InYy = By + BalnXy + Uy

a) Outline the estimation procedures using REM, clearly stating all the assumptions.
b) Show that the error term in REM is homoscedastic but suffers from the problem
of serial correlation. (8)

(b) Suppose sales of clothing (Sales) in a quarter is related to Real personal disposable
income (RPDI) and Consumer confidence index (CONF):
Sﬂll.lﬂ‘.ﬁ — ﬁg + ﬂ; RFDI; + ﬂ;[.‘ﬂHF, + u;

(i)  Show how dummy variables can be used to check for seasonality in sales variable.
(i)  Could there be seasonality in RPDI and CONF series? If yes, how do we de-
seasonalise the latter two series? (7

PT.0.
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WM 7 (T) 20 81 @t iy F v Pida 3w 7 100 el & o Ry 5=y 27 (v) 3l wft =afda

74 (X) & 49 Gl F1 9 T & fog Fefeiea dise @1 et
InYy = B + alnXy + U,

(i) it e e uivfRufear & Sugea smm
(ii) sdafRfuam i siudeas fimamm g

In Yy = By + BalnXy, + Uy,

T) REM &1 3941 &3 g0 AR Wit araanefl 1 w0 30 761 8¢ oFH
wftrarail 1 =uvE TR &1

ghﬂm&& REM 32 ez gnfdamlt § 3+ st sgddy @1 anan 4 9%
|

(@ =1 witfon s ues el | susi ot et (o) anafas el wdisg sm (reoi SR
IuiaE Ry gEe® (CoNF) § Hafia §:

(i) M?ﬁﬁmﬂmﬂaﬁﬁmwmmww&mm
A el

(i)  FIRPDI AR CONF Y&w H Imfwar 8 w&dl o7 afe 7, i g ufadf 2l
sEsll B $ H-FHAD I THd 87
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B78 Appendin D Strianicad Tahles

TABLE D.1
Avreas Under the

Standardired Normal

Distribution

Example

15

Pr0 <2 <196) = 04750
Pr(Z > 1.96) = 0.5 - 0.4750 = 0,025

']
Z| M o 02 03 o4 05 06 07 08 09
0.0|.0000 0040 0080 0120 0160 .0199 0239 .0279 0315 0359
01,0398 0438 0478 G517 0557 0596 0636 0675 0714 0753
0.2|.0793 0832 0871 0910 0948 .0987 1026 .1064 .1103 114
0301179 1217 1285 1293 1331 L1368 1406 1443 1480 1517
0.4 |.1554 1591 1628 1664 1700 .1736 .1772 1808 .1844 1879
0.5(.1915 1950 .1985 2019 2054 2088 2123 2157 2190 224
0.6|.2257 2291 2324 2357 2389 2422 2454 2486 2517 2549
0.7 | 2580 .2611 2642 2673 2704 2734 2764 2794 2823 2852
08| 2881 2910 2939 2967 2995 3023 3051 3078 3106 313
09| 3155 3186 3212 3238 3264 3289 3315 3340 3365 3389
10| 3413 3438 346) 3486 3508 3531 3854 3577 3899 367
10| 3643 3665 3686 3708 3729 3749 3770 3790 3810 3830
12| .3849 3869 3888 3007 3925 3944 3062 3980 3997 4015
13| 4032 4049 4066 4082 4099 A11S 4131 4147 A162 a7
14| 4192 4207 4222 A236 A25) 4265 A209 41 A6 4319
15| 4332 4345 4357 4370 4382 43 M06 ANE 429 4
16| 4452 4461 4474 4484 495 4505 AS15 A4SD5 4535 4545
17| 4454 4564 4573 ASH2 4591 4599 4608 4616 442 4633
18| 4641 4649 AB56 A664 AGT| AG7B 4636 4693 4699 4706
19| ATN3 AT\® ATI6 4732 AT38 4744 4750 A756 AT61 A767
20| A772 4778 ATE3 ATBE 4793 AT98 4BO3 .AS08 4812 .4B17
13| 4893 4896 AH9B 4901 A904 4906 4909 4911 4913 4916
24| 4918 4920 4922 4925 4927 4929 493) AP32 A9 4936
25| 4938 4940 4941 4941 A4S A6 AMB 4949 4951 4952
26| 4953 4955 4956 4957 4959 4960 4961 4962 4963 4964
27| 965 A966 A967 4968 4969 4970 4971 A972 4971 4974
28| A974 AG75 A976 AS77 AQ77 4978 4979 A979 4980 4981
1.0 | 4987 4987 4987 4988 A49BR 4989 4989 4989 4990 4990

N Thow tabsly. grvees gher s oh T eighi-hand ad) of fhet-tistribetion (e 2= 0] Bt since the narial ditthtiog i
rxmtprtical dhot 2 o 0, the ares e the lefl-hand tull i de e o e wres i e conopruding riph -l wd, For cutmeghe.
P19 < 2 < 0w 0ATH, Thesvfore. AY=1.96 < T = 1.9 = J0ATH) =295,

PT.0.
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AppendinD - Sasfuical Tabhes - 879
TABLED.2 Example
Percentage Polstsof  pe (. 2.086) = 0.025

et Prit> 1728) =005  fordi=20 o
1.0 Mo, i Ml Pr(jt > 1.725) =010

5 §355E FEENE HEEEE RREE

BEUH BRYZE BREEEE -
3

=

'I..n.L

Sa% YRR LHNEE SFIXT FIFIE emvow 2un| )y

N -

FEESE FERYH HEECE EREER

&

§358E EREE 04

el —
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B30 Appendix D Susinsical Tihles

TABLED.3 Upper Percentage Points of the F Distribution

Example
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B82 Appendix D  Swriseical Tahles

TABLE D.3 Upper Percentage Puints of the F Distribution (Continued )
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B4 Appendin @ Statierical Tables
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TABLED.4 Example

i o > 1089=008

Distribution Priz? = 2383)=025 fordi=20
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BEB AppendisD  Statteticn! Tebler

TABLED.SA  Durbin-Watsan  Statistie: Stgnificance Polnts of d, and dy at 0.05 Level of Significance
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B9 Appendix D Swristical Tubles
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[

o dre W @ 3= afee | B9 v & A o R

W - T I S RS R s F Afane, S
W IR w1 AR U B R SRy |

{a) Describe the expenditure at each stage of the
development process in terms of efficiency and
equity. (7)

(b) “More progressivity implies more deadweight loss™.
Explain this statement and calculate the
deadweight loss of progressive taxation. (8)

(3t) e it e = w3 fawm wfFm 9 wsls T
¥ = W i

(@) “siftrs wafasite & = 5, afts ¥ ¥ #@° =
T H W F M WAt e 3w 37 W@
F1 AT e

(a) Explain the method for providing goods that
are non-rival in consumption but excludable in
nature. (9)

(b) Assume mobility cost is zero then show how
individual ¢an choose a local authority in which to
reside. (6)
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(&) Tt =y o wae #1 fafn & wmwen @it o
aminr A swfven® ¥ afs gl § saflE §

() @ & fr wfaitee v o #, &t A o=t
s Wit @1 @a 9w @ faed fam aen
#

3. (a) A firm, S, produces steel but also produces waste
that contaminates a nearby river. Steel can be
sold for $10 per ton. The cost function of the
steel firm is given by c(s) = s’, where s is the
output of steel in tons. The level of waste, x; is
related to output by x=0.1s. a fish farm, F is
located downstream and is negatively affected by
the waste polluting the water, Every fish produced
by the farm can be sold for $2. The cost function
of the fish farm is given by ¢ (f; x) =T+ %), The
fish farm has a capacity constraint <10,

(i) Compute the optimal output of the steel
firm if it makes its decision without any
constraint., Assume now that the firm must
compensate the fishing club members an
amount $q per unit of waste that is
produced.

P.T.O.
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{(it) Compute the optimal value of q, the optimal
steel output and the profit levels of the
steel firms and the fishery.

(iii) Compare the optimal values of part (i) and
(ii), and explain any differences. (%)

{b) Describe the income and substitution effect of an
increase in the interest rate for a borrower. What
does this imply for the effect of eliminating tax
deductibility of interest payments? (6)

(%) um i, va, Fa w1 Ieee e, S smine
Vi e wAA R A w91 A9 W 2w 2
i 10 T W e & feam | a o ame #) 2
WA W A wEE Cs(s) =« @ fEm amn ®, Wl
s ¥ w1 e 79 A B s x w1 w= ox =015
W WEeqE A AATE R U Ao WA, OF A A
s fug ® &y uel W owEfE WD @ R A
FETETE #9 4 wiEE #) W B I weE Ao
2 & fom = w wwAl ) few e W A R
Cy(f; x) = T+ x* wm R s 81 s1weft = &1 el
T <10 B

(i) #m v & gean FFeE & e W gk
a5 fi f&d o 2 swn Bl 89 #
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(i) s e & B ol A fEfim v @ w9
Iaqfes A9 9 e @ Wi a@fve Sq ) af
& JHE T AT q F e T, T
TR I 3 T W s e oee S
Y O F A9 W

(i) wm (i) & (i) o geze@ A= = g L
st Fedt W s o wmEm w1

(@) vs Jummal & fow =w = & ofe & 5w ok
W W W A | T WA ) e S
w1 WA wed w owwE ® e g ool #7

4. (a) Describe the benelits a4 bureaucrat can obtain from
an increase in bureau size. Are there any private
costs? (8)

(b) Consider a mineral that is in fixed supply,
Q'=4. The demand for the mineral is given by
Q%= 10-2p, where p is the price per pound and
Q" is the quantity demanded. The government
imposes # tax of 82 per pond on the consumer.

(i) What is the price paid by the consumer
before the tax is imposed and in the post-
tnx equilibrium?

P.T.O.
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(if) What is the price received by the producer?

(ii1) How much revenue is raised and
deadweight loss? (2+2+3=T7)

(&) = & srew ¥ gf@ A v Awome 5 e o s
& e difee W Wi A " 87

() v wie w w0 o FBfFes smfE d #, Qs=a
wfrw W Qd=10-2p @ & 7 |, T p TN
i w3z @ afie Qd Wi =7 7 W #) FEw I
W $2 WA wiFE W & T #)

(i) & 7 S # 9ES SN W - dEe A
ImiEE GA EEE @1 T wee = R

(i) =mw @w W= i B 7

(i) P ooea wem W # i dEEr S A
#1

5. (a) How do inverse elasticity rule describes an efficient
way to tax the commodities but not an equitable
way? Explain. (9)

(k) If the probability of detection is too small explain
the relationship between fine rate and evasion.
(6)
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(o) =geww S Fow 99 g8 @ w0 e 8 oS e
T F GO S B Sl SgET A0 8 J6)
= S

(m) iz war s = FvEen wEa e ®, 9 seder @ osi
IR & Ty s A

6. (a) What are the benefits of Goods and Service Tax
in terms of revenue, productivity and costs?
Explain using Govinda Rao's approach for
envisioning tax policy. Also, what are progress
and prospects of GST in India. (8)

(b) Critically examine how can Pigouvian Taxation help
to solve the problem of Externalitics. (7)

(at) T, FeqreEal M wEE @ W R S AW
& w7 A #7 W A 7 oofiwen = o afE
A & gfewm & I FOE §e s w1 A f,
Wied A WiEd @ W e e

(@) snEraeeE wleo i fr feifioer saus et
& wHE W B W 3 @A Wed W gwal B

P.T.O.
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7. () What are the views of Ayush Bajaj and Gaurav
Datt in financing the incressed expenditure in lieu
of health and economic erisis caused by Covid-19
pandemic? (8)

(b) Elaborate the Mark up rule for setting price of
Petroleum Oil & Lubricant products and sharing
revenue space between Céntre and State in context
with DK Srivastava's, (7)

(5) =ifdz-19 wwwnd =& wRv wme s wffs Twe w
@2 ¥y W & e § s s de Wa T
# = = &7

(@) @ = e & ded § d2ifE, 39 s S I
1 = fndfts = e o o e sk 9% ok
5 T 9 T W e @ S | v il

{2500)
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4, TH W - T3 I Sen o 5 R v v & Sifso, A
a0 IR w1 s v R Wi )

1. (a) Two economies A and B have labour forces of
500 and 1500, respectively. The tastes and
preferences of these economies, over the two
goods X and Y, are same and are given by the
utility function U(X,Y)=X"4Y"%, [n Country A. one
unit of labour can produce 3 units of Good X:
while in Country B, it can produce 5 units.
Similarly, one unit of labour can produce 4 units
of Good Y in Country A, wheress it can produce
8 units in Country B, Given this information,

answer the following questions :

(1) What is the opportunity cost of producing
X in terms of Y in Country A and B?

(i) Under free trade, what is the equilibrium
relative price and relative quantity?
Hlustrate the equilibrium using RD-RS
diagram.
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(iii) Discuss whether the economies would go

for complete specialization? {10)

(b) In a simple specific factors model, Good A is
produced using L (labour) and T (land), and Good
B is produced using L (labour) and K (capital).
There is an equi-proportionate increase in the
prices of both goods A and B. Assess its impact
on the income distribution of specific and mobile

factors. lllustrate with a suitable diagram.  (5)

(3) @ sefammemial A 3 B % www 500 &l 1500
s Wi #1 T anfmrEeasl W TR ST Wi,
A oaes X R Y W o ¥ SR IwEi S
UK, Yy=X04y0e grr & f &1 30 A ¥, sm &t vw
v 7w X 91 3 THEEA W IEET 9 gEA 8
Al ¥m B ¥, 98 5 vEEdl @ IeqET K awal 81
T W, W A v e oW B ¥, w5 v .
I T AEA B T OFE A0 W O gwe 2
AT T Y W4 TR W OIEEA WA
#, wEfE w5 qW OB W 8 wwEAl W IWRA AW

P.T.O.
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w1 W W de g, e we
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(i) %1 A ot B o & wof ¥ v & 3emem

AR Ao o R 7

(i) ¥ =R F AEA, GgET G0E FE 50 e
W T w27 od - e e w5 I
= e W e W

(iii) == =¥ 5 == sefermeny of R & fv
R—'Y?

(7) v mwww fafive @ W A, L () T (9f)
W IV FE TG A WIS B A R, ik
L () ot K (90) = wdm & @ B W
Fee fem T #1039 wa A iR B W S
# T - sEiEE afe g #) ffire s das s
% am REw woIEs ywie W WEew 51 U
ITE A F oA fEm o
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2. (a) Is it always true that trade increases the welfare
of a nation? Under what -:ircumsta_nc;:s would the
concentration of industries in one couniry leave
another country worse off when trade resumes
between them? Explain with an example and a

suitable diagram. (8)

{b) Consider two countries, Home and Foreign trading
two goods, rice and wheat, under Standard Trade
Model. Home is an importer of rice. Assess the
impact of a tariff on the terms of trade of both
Home and Foreign, if Home imposes a tariff on
rice imports. Hlustrate with the help of the RD-
RS diagram. (7)

(@) = ax W w9 # & =ow 5 og | s=m o
g 27 e offeafadl # v dw F Funn @ asaw
# ga 3 @ 4w amw fwe g B ow Rl s
R W AT U IR S O 9 e &

it 8 S

o e B
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(%) wF =R wEw # wwa 2 3, W s R amw
A wEH, AW W W W FER W= W oo
w1t A wme @ smm w AR e 2
T W A R A # wmw o e W Ay @
VNI WSS F RD-RS e #1 @gma | e
e

3. (a) Under the assumptions of the same technology,
tastes, and preferences and no cosis or barriers
to trade, the Heckscher-Ohlin-Vanek (HOV) model
predicts that trade in goods is approximately the
same as trade in factors. Discuss with the help of

a diagram.

(b) In continuation to Part (8), it has been seen that
empirically the trade in factors is far less than the

trade in goods. Discuss.

(¢) Explain Rybezynski's Theorem with the help of a
diagram. (6+4+5=]5)
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7

() 7= § w=erw, e S Foame #@v @

(3)

W AEE W AWE @ URen W 6EE, PN
steferr- 39 (vasidl) e wiEmam s G e
# =R TV ERE A OWNE AW B SR W
wEEA | ad i

st (o7) &t FRaw #, 98 e mw fE sEw
w0 F wwE A WuUR AW F =R § =T w9 f
o - st e

(@) Tgafaea &1 wg = R o s & s

4. (a) Consider a large open economy exporting onions.

Due to a bad harvest, the government imposes an
export quota of on the amount of onions exported.
Ilustrate the effect of this quota on the welfare
of the domestic economy and the rest of the world.
How do the implications of the use of export quota
differ from that of voluntary export restraints, on

the domestic producers/exporters? (8)

P.T.O.
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(h)

8

Three countries A, B, and C produce sugar at a
unit cost of production of 40, 32, and 26,
respectively. While there are no restrictions on
exports, each country will impose an ad valorem
tariff on imports of sugar, given by: 30%, 20%,
and 10%, respectively. Suppose Countries A and
B sign a free trade agreement. Will this lead 1o
trade creation or trade diversion among all three

countries? ()

(3r) w=ra Fdie et 3 o 78w snfemen w fw

(3)

| WA EE ® W, s A o o
A W X W Pl W T R W e
o im fimm R weEw oW oW AR F owm w
e Fifav e IeE /P w B e 2
Ivdam & ywA Hhew s e @ W8 fer ol
#?

7 W A, B 3 C W 40, 32, 3 26 % Ieme
N UF EE T W A S Iees S B A
Fam w wi wfaey 98 2, v 3 99 F s
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W U warE Hfw wem, @ s 30%, 20% 3
0% B/ fa wem ww Aifaw 5 3w A sl B oo
T SN TR W W w ¥ S e
% A9 WOw ge B W =R A wm?

5.  (a) Suppose there are two countries: Home and
Foreign, both producing telephones. Home exports
telephones to Foreign. Under what conditions can
Foreign claim that Home is indulging in persistemt
dumping of the exports of tclephones to its
country? Is this claim justified? What is the range
of the size of anti-dumping duty that Foreign can
ask for from its government? Illustrate your answer

with the help of a diagram. (9)

(b) Write a short note on horizontal FDI decisions,
(3}

(c) What is the Index of Intra-industry trade? If this
index for twa indusiries in a country, chemicals
and clothing, is 0.87 and 0.12 respectively, what

do you infer from the same? 13)

P.T.O.
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(3r) == &ifow e @ 3w & w0 sl Wi, 2390 8 2EE
W IeiET Fad 71 OBH OWRA F SAmE A
#) fir ofifeafagr % Wi oF 9 o7 @ ¢ e
v T H Fewe @ P e e e o w2l
w1 TE T T 7 Gt aew s #) A
- # O A S wewR # WA wwd 7 S IR
e S e O 0

(@) dffw vrfiad Fol @ v sfiem A fe

(/) S -Im =R w aEEE ww §7 af e A
3 Jumn, We S ge & oo g e
087 3 p12 ®, A1 3N @A =N e e 60

6. (a) Consider a small open economy trading in the world
market of watches, at the world price of $70.
The demand and supply conditions of watches
within the country are as follows: Q,=45-0.25P,
Q, = 15+0.25P. Answer the following questions:

(i) Suppose the government gives an export
subsidy of $10. Attempt a net welfare

analysis of the same.
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(i) If instead of an export subsidy, the
government gives a production subsidy of
S10. Attempt & net welfare analysis of the

same. (8)
(b} Write short notes on :
(i} optimum tariff

(1) immiserizing growth (s}

(¥) =i = faeg aom ¥ $70 9 fsy #m w oos 9@
o s W w0 3 A wRd
= s s A R o e Q= 450,259
Q, = 15+0.25p | Fr=fafem vt & 397 1.

(1) we Ao woww 10 S o P o8 29
I W gw wem fRdwn W owam w6

(i) oft P afed % 5w, woew S10 9 3=m=
afEs 3 I Ry waw feE
WA W

() (i) v 2Rw (i) soefaforn T (7) w At S
Sl

P.T.0.
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7. (a) Boreland and Pipeland are two countries producing .

toycars, having the following demand and supply

conditions :

Boreland: DD: Q, = 10-2P
S$S: Q, = 242P

Pipeland: DD: Q, = 8-2P
$5: Q, = 4+2P

(i) Given this information, what will be the
world equilibrium price and quantity

traded?

(i) The fixed cost of setting up a production
chain of toycars by the exporting country
in the importing country is $2.5, and the
cost of transportation is $0.25 per tovear
exported. Which route would be preferred
by the exporting country: producing
toycars abroad or exporting the same from

home?

(iif) In the light of the above answers, explain
the tradeoff faced by the exporting country.
(10)
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(b) How does the Marshallian theory of external

cconomies explain the emergence of industrial
districts? (5)

(3) ARtz ot wwwlz 3 FR W IET S0 T @ I
#, forrft W ol i A el B 2

e DD: Q, = 10-2P
SS; Q, = 2+2P
AR - DD: Q, = §-2p

(i)

(ii)

$S: Q, = 4+2P

W AEE W I, e A e e
MR W AE OB

e ¥ 2w s w9 W A fae
W T e e i w5 R
e 2.8 #, st wfawsr o www Sp2s wh
st Frafa ot wrft 31 ffes 29 fog
W sl T R A R W I

T G W A T oA owme

P.T.O.
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(i) v e & g X, P dmaw A
e o 9R Feain A =R w0

(@) amd srdemenst @ wsiae e s G =
FowE & = Se wed # 7

8. (a) Consider two countries A and B, producing
vertically differentiated products, where the prices
are determined by the quality of the goods
produced. Higher the quality, higher the price. Let
the prices in the two countries be given by: , where
a is the quality of the product. W and W are the
wages in the two countries, and R, and R, are
the rental rates to capital. The two countries
compete in the world market in the intra-industry
trade setup. Suppose Country A imposes a tariff
of t on the import price of the product, irrespective
of the quality of the product. Hlustrate with the
help of a diagram the change in the price lines
with respect to a for the two countries and the

pattern of trade with the two countries. (9)
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(b) Discuss the actions that can be taken by the
consumers, unions, and firms of respective
countries to improve the labor standards while

trading in international markets. (6)

() 21 ¥ A 3R B W fam =, 7 s s o=@
W IEA H R, W FS I A e
@ Fuifts o9 &) e Bed sfiw o, o
I B sfaw B @ E A e Few oaw @
W A o Ieme A P o ow, svow,
¥ A wemd #, sk R, ol R, TR W FBm
frma 4 =t 31 3 W sw-adm mmw Fewy A
fr amm % v w@ ¥ oaw S 5 oA
A JEE ® FOW TG W ot W Rw w2,
R I At P me R W v awE 9
wmE A A W R v oo F e ¥ w= )
# uftad= sl 9 3| F w9 mw ® deF W= e
£l

P.T.O.
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(7) siEOdin A W WO FEE A N WEE # AU
& fau aftm 29 & IwiEs, oo s s e
e w1 W o T W S

(2000)

T B ura."/‘l‘(ffmamu-m-}l (H)Y G



