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ECONOMICS (PAPER-I)

Time Allowed : Three Hours—’ Maximum Marks ; 2501

QUESTION PAPER SPECIFIC INSTRUCTIONS
(Please read each of the following instructions carefully before attempting questions)

URC-U-ECON

There are EIGHT questions divided in two Sections and printed both in HINDI and
in ENGLISH.

Candidate has to attempt FIVE questions in all.

Question Nos. 1 and 5 are compulsory and out of the remaining, THREE are to be
attempted choosing at least ONE from each Section.

The number of marks carried by a question/part is indicated against it.

Answers must be written in the medium authorized in the Admission Certificate which
must be stated clearly on the cover of this Question-cum-Answer (QCA) Booklet in the
space provided. No marks will be given for answers written in a medium other than the
authorized one.

Word limit in questions, wherever specified, should be adhered to.
Graphs/illustrations, wherever required, may be drawn/given in the space provided for
answering the question itself.

Attempts of questions shall be counted in.sequential order. Unless struck off, attempt of a
question shall be counted even if attempted partly. Any page or portion of the page left.
blank in the Question-cum-Answer Booklet must be clearly struck off.
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WUE—A / SECTION—A

1. Frefifan 7S ¥ & IW AT 150 =1 § dife

Answer the following questions in about 150 words each : 10=x5=50
(a) =avE i 6 I T@ qE A S A FafE ¥ A 1 SER R Age R i
#ft B4

Explain how equilibrium rate of interest and income are determined with the
interaction of both product and money market.

(b) wrasta qE1 AN ST WE AT R % Se-Rraard ST A v i
Distinguish between post-Keynesian approaches to horizontalist and
structuralist theory of endogenous money supply.

(c) v gae st % adure 3 o e 3 v wH, e S

Explain how renewable resources will play a role in future economics.

{dj @ affF d% U wika ofEsREt ¥ witeor w1 sge fike -PeRa dieefed 3
Fhgam iR ¥ % W o areh aansdl i fad=m Hifd

Mention the classification of assets held by a commercial bank. Discuss the
problems faced by commercial bank due to rise in NPAs.
(e) Tamra fagr ¥ w1 freler % et wwiten fagrn 1 eme i)

Explain Myrdal’s cumulative causation theory as the theory for development.

2. (o) wgAEE e w A @7 weRia Fite 7 TR % FB Hied IqF UK W FH Fe
foru wm &)

What is conjectural variation? Show how some models of oligopoly are derived
on the basis of it. 15

() wefia $fw 5 e W e e FEbE w0 wres i w T At s
Bl 81
Show that systematic monetary and fiscal policies are ineffective in controlling
output and price level. - 15
@ () ke s # smasta w0 e 37 w0 e e § B feh o -wfed’ ag .
27
(i) vaRta B fF IR Ma sl wea A 9w, @ e R @@ i iR sem-wm of)

i What makes technical progress endogenous? Do you think that
technology is a ‘non-rival’ good?

(i) Show that if the research becomes more successful, the growth rate
will increase and hence the standard of living. 20
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3. (o) wR i f TR w fRR i @erd wE: ¢ W C,, W ¢ > 0,, T B w am
wﬁ%;wmﬁa‘{xaﬁmwﬁ?%uﬁwﬁwﬁﬁmmﬁm%?

Suppose that we have only two firms in the market with constant marginal
costs of C; and C, respectively such that C; >C,. What is the Bertrand
equilibriurn in this market? How is it different from the competitive
equilibrium? : 8+7=15

(b) “'eRa F1 o wde ohE T AR ¥ Fw o9 wewa ¥ 9 do A serE F w9 F N g I
I H e i)

“Even green energy is not always green.” Do you agree? Illustrate your answer
taking biofuels as an example. 15

c) ! U Refegaey § PRefafag st w sfal Ru e %

el =9 = 300
Frfem fam = 200
< Fefa = 50

Ed T = 250
AR L = 01
dima I 99l = 05

{ij & 3M (Y) 1500 % SR 3, I (C) 600 §| T@mm soivy &g v hifsm)

(i) <& ofgE—ademen & smER fi AR @ gy 4 Affe frid agem wU
(F: Yy, T Yy, ) B T I

(i) 9B TR (ii} H T4 Yy, % AR TR arel! arfsmawen § wgem i ws on 9 ge
il # uftad= g 50 A wiads F ofemn o d%a H = e 4

[afiwi & 000 F0g & &, wava: o 0 T o So To  37eIAT)

You are given the data on the following variables in an economy :

Government spending = 300
Planned investment = 200
Net exports = 50
Autonomous taxes = 250
Income-tax rate = Q-1

Marginal propensity to consume = 0-5
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fij Consumption (C) is 600, when income (Y) is equal to 1500. Solve for
autonomous consumption.

(i) Solve for the equilibrium levels of output denoted (respectively by Y,
and Y,,) in the two scenarios—presence and absence of income tax in
the economy.

{iiif Solve for the change in net exports that would bring the equilibrium
output level in the economy with the income tax to the level of Y,

that you found in ). Specify both the magnitude and sign of the
change.

[ Figures are in ¥ ‘000 crore, obviously except tax rate and MPC] 20

4. (q) IF W AN Fo i W HRE TEEa (TR weE W ) Rnd 2w 3w
Frifa eyt & fmafafaa onat + we F@ * &g gof afisgal % s=ld o Five aged
TS 1 SYFT IR

i T Tt gelRER % weEmmd IE
(i) Gefah & FH-u1 ggE e N B-u faea A w R?

Many countries subsidize some of their export industries. Use a partial
equilibrium model under perfect competition to illustrate the following effects
of an export subsidy for a large country :

fii Welfare effects of an export subsidy

iy Which group is winning and which is losing from the subsidy? 8+7=15

(b) THE AE F TN AW aw1 Sad W P w9 ¥g Feen % faow Rgm B @i A =
| FeEr F T (FigA) B ey K geEn f s R

Briefly state the Kaldor’s theory of distribution in determining the share of
profit and the share of wages in national income. Explain the mechanism
behind Kaldor's model. 15

(¢ waftia hifg o wmitmrt wirgal =1 fem W T shmfe et 9fs R o 42
Faqa 8§ I

Show how the idea of monopolistic competition becomes intrinsic to the
endogenous growth theory as postulated by Romer, 20
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@UvE—B / SECTION—B

5. Frafafaa &% 7o = 390 amm 150 vi=st ¥ diftm

Answer the following questions in about 150 words each : 10x5=50

(a) tﬁﬁwﬁaﬁmmﬁmmﬁm,ﬁ%wmﬁmwmﬁm@m
aifeat

State Arrow’s five reasonable conditions which a social welfare function must
satisfy.

(b) w@uwm%mﬁw@amm—w%ﬁﬁamﬁﬁmm
Hifer

In the context of international trade theory, discuss in detail the various stages
of the international product life cycle.

fc) AT AR 1o TaeRvita Wawrfrar % v draan fawg € fydse £

Discuss the issue of compatibility between international trade and
environment sustainability.

(d) & fapmim sferaen % wof # w1 o Bd ¥ o AR B gem @ oo R
it gt R7 99 I uw F RO g A

In the context of a developing economy, do you think that fiscal policy is more
effective than monetary policy? Give reasons in support of your answer.

(e) T 3 % ol snfies foreme H wrfores- Pt amderd 3 wewa w5l 2, sawen St

Explain how public-private partnership helps in the rapid economic
development of a country.

6. (0) TH fedAew ¥, R TH ¥ A I w0 wEtew’ go e sidsass R
WATfga 3 1 998 W @ B

fi) ¥& A gC & S @ fEm A ww AR vew 2, sdemen % e w @ @
T B W 7

() SIS qE TF WA ¢ B ge oghm ¥ o qe =R 3§ frewet 9 3a w@ o
wgw i & T fafmm e 3 srala a8l srderseen Sa werly = 2

In an economy, the government is trying to boost the local economy by a
massive advertisement ‘buy local—local is best’.

) Assuming that the public tend to be persuaded by the campaign,
what effect might this have on the economy’s multiplier?

(i} Critics argue that this is unfair and leads to distortions in free trade.
Examine how the economy performs here under flexible exchange rate
system. 8+7=15
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(b} i\ﬁq%‘q’ﬁ%ﬂﬁﬁﬁﬁmmmﬁ%?aﬁq%‘q’ﬁ@f@:ﬁﬁmls-Lerﬁ
F v ¥R Frfvg afefia HA7

What do you mean by Tobin’s ‘g’ theory of investment? How would you modify
the standard IS-LM functions in the presence of Tobin’s ‘q? 15

(c) =arEm fif & Fraar Wﬁiﬁg‘s‘lﬂh,uﬁmﬁmmﬁ%ﬁﬁm%lsﬁ
drreit =t 3@ ARy

Explain how Keynesian speculative demand for money is restated in regressive
expectation model. Point out its limitations. 20

7. (a} mﬂﬁama@awﬂwmﬁﬁm%@ammmhﬁmw?ﬁamm
Fega: Y- &7 RO e
Describe Lewis model of development in an economy with unlimited supply of
labour. Is Lewis model really capital-driven? Give reasons. 8+7=15

(b =T iR B snfile sEueehaor B wiEm 3 e e Y TEaqd {1 w@ IwW H®

Iqg 2w A WE Hifw)
Explain how trade blocks are important in the process of economic
globalization. Iliustrate your answer with suitable examples. 15

(c) @ %l are Bt C, = g2, Cp =2q3 W ARIAM W AN weH P =100 - (q; +g,) Wi
gred il %1 3eaen s &1 veRla FiRe B $-1 ggen | W 2 U T SgH 9|
Frgem ) e A S gTE AT R | =me it T 7w T @ )

Two firms produce homogeneous outputs with cost functions ¢; = qlz, Cy = 2q§

and the inverse market demand function P =100 -(g, +q3). Show that at the
Cournot-Nash equilibrium, firm 2 makes higher profit than at the joint profit
maximizing equilibrium. Explain why this is so. 20

8. (o) fava @ Rt 39 % vea saR w6 P ward iR afed R smen B w7 e
% W@ Aries] Hraht F faaen R

Explain the recent changes in the trade and investment flows among different
countries in the world. Discuss the major factors that led to these changes. 8+7=15

(b) %ﬁﬂﬁ,ﬁmﬁmﬁm%ﬂﬂmaﬁmammmﬁ,@
‘e’ iR § A gEand ¥ AEwes R $) Yo Hifg)
In an economy with only two commedities, two consumers and tweo producers

with single factor of production, derive the necessary conditions for Pareto
optimality in a ‘perfect’ economy. 15
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(c) wﬁﬁﬁ%ﬁﬁaﬁﬁﬁﬁmﬁﬁmﬁwﬁqwﬁ%ﬁam@w%mﬁ
%4 TR B ¥, ==men S

Discuss different forms of subsidies. Explain how perverse subsidies are

detrimental to the economy and environment in the long run. 20

* & &
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