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Instructions for Candidates

1. Write vour roll number immediately on the receipt of this question paper.

(]

N

. The question paper is divided into two sections.
. Answers may be written either in English or in Hindi, but the same medium should be

followed throughout the paper.

Section A

Attempt any six questions. Each question carries 5 marks.

1.

n

Explain the gradual adjustment formulation of net investment in the neoclassical
approach. Explain how the increase in the expected output; a decrease in real interest rate.
and a temporary increase in investment tax credit affect the rate of investment.

Explain the determination process of equilibrium in the housing market in the short run.
What are the factors that determine the position of the demand curve for housing in the
short run?

Why natural rate on employment is also called NARIU?

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

How wage indexations increase the effect on unemployment on inflation?

Incorporating both wealth and interest rate effects, derive the aggrezate demand for
money in a no-risk regressive expectations model.

Explain sacrifice ratio. If the sacrifice ration is constant, does this mean the speed of
disinflation is irrelevant?

Suppose I, = 18%.

Okun’s law; U — Ut = -0.5 (g — 3%)
Phillips Curve: Il =TTt = - (u — 6%)
Where;
gy = Growth rate of output
u, - Unemployment rate
[1, - Inflation rate

Assume in year 0, the economy is in medium run equilibrium. The Centra] Bank

decides to reduce the inflation rate to 9% by reducing it at the rate of 3% every vow
beginning from year 1. Given this information, find the values of inﬂaﬁ on year
unemployment rate, output growth, real money growth and nominal Money . l‘at‘e.
different years. (Assuming quality theory of money holds in median run) OWth in



Section B
Attempt amy 3 questions Fach question carries 15 marks
[N A1

9) (a) “A monetany expansion leads o increase in output in short run but has no effect on output
¥ - (7.5)
on median run” Eaplain

(b) Using the IS-EMand AS-AD diagrams, what |y

appens to natural rate of unemplovment when the
Price of ol ingereases?

(7.5)

100 (2 What is the policy ine

(/7.

ffectiveness proposition (PIP) Answer using apropiorate equtions”

(DIExplain the characteristics of rational expectation. How is it ditterent from the Adaptive
axpectation? (4+3.3)
1. (a) Using an ntertemporal optimizing

model of consumption. explain how an individual s
sonsumption path depends on the market r

ate of return and individual's discount rate. (7.5
(b) Explain using

an appropriate model why transactions dem
with square root o

and for money has positive relationship
t income and negative with squ

are root of interest rate.  (7.5)
12.
(a) Suppose that the |

*hillips curve in an economy is given by the equation

[T -1, =0.18-3 u,

Where

(=01 = (1-0) 17, 0<6<
Further. suppose that in period 1 - 1. the unemployment rate is equal to the natural rate. and the
inflation rate is 0 percent.

(1) What is the natural rate of unemploy ment in this economy?

(1) Suppose that. beginning in period . the authorities
keep it there indefinitely. Determine the inflation ra
and 6 - |

bring the unemployment down o 50

o and
¢ in periods. 1./ + 1,7+ > r

Swheno 0

(iii) For which of the two values of 0 does u,

e, imply an acceler
. S
continually increasing rate of inflation)’

ation of the price level (4

(1v) For what values of 0 do you obtain the Phillips relation? Why not in the other cases”

(L2225

(b) Suppose that the labor market is described by the following equations
« 0S¢ d

W= pg iy
u

P=c yw
Y =N

H iable catching institutional eftects  on wage  setting,  such  as
ez is g varlable ct = S i
U“fmploymcm benefits, 1 is the markup ol prices over wages.
nehits. :

A I I Solve the equilibrium real wage. unemployment and output.
1) Assume initig|ly that z .
altl)
Ntc Thi aQ . ¥ inereact 2]
ii) Th decides to increase unemployment benefits.  This results in z increasing tc
1) The gover, ecides . )
= ment
N

ilibri : age > and output.
N for the new equilibrium real wage. unemployment p
\0]\.(:
(3.54y
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5. FoEl FEEE AEERE T AR T 9w B qE §2
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7 FE FE9d & s Aol afd w@mr smeE fRR E o ogEe Y ww oy

sgehia #1 afa wwratE &2
8. HT= Jfatw [1, = 18%.

e &7 FTa: u - uy = -05 (g - 3%)
fRfacy aF I, - [l = - (U, - 6%)

FET;

g, = 3M3eqe & gefu &

U, - §USET &Y

[, - HerEhfa & a1

R AU @ a§ 0 A ydegarur AgA At ddes A § AC Ih 3 RRRIRY &
el @l a¥ 1§ YF @A drd Ycdd a9 3% I e d e 9% b HH P F vy
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ScEH 97 AS G A 93A1 R ruse R (7.5)

(@) 1S-LM ¥R AS-AD 3@t @ sgan b, A A AHG G@r qv AT A

UHIF G W F01 96T Qar ¥ (7.5)

10 (%) M I3ywdar gegg

(NS T YT & Suywa @AETOr FoIT A0

(7.5)

(B) THFET I A AR e S
g

<

T gDl 9T T Fy wawT B
(4+3.5)

11.L$)W#W3W-wﬁ$ﬁwmwmm§v,wm%w

TEE F SO A o & SIS 2 3R cafa fY g W W e Te mee
AT B (7.5)
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12. (&) &l ST & THaT sidegaen & Fiasg o g8 o M@H(TS) IR —
AT B i

r, - 1= 0.18 - 3 y,

ST

% = 8l + (1-8) 1], 0 <0< 1
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Wﬁ%aoqﬁ?m?l
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(i) 0 & o A A @ FE T u<y, AT TR A AT gefr Fmehia H
AR aadt zq) @ il &7
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SECTION A (@ ‘&)

(a) For each of the following utility functions, determine
whether the underlying preferences are monotonic

and convex.
(i) u(x,y) = min[(3x+2y),(2x+35y)]
(i) u(x,y) = x* +y’
i) u(x,y) = y/(100-x).

(iv) u(x,y) = — max[x.y]
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(b) Assume that due to the Russo-Ukraine war, the
price of petrol (p) increases. The government
decides to impose a specific tax (t) on the price
of petrol. Due to protests by vehicle owners, the
government simultaneously provides a lumpsum
rebate based on an agent’s post-tax consumption
of petrol. Show that the agent is worse off due to
the tax-rebate programme. Draw a suitable

diagram.

(c¢) In a 2 commodity world , Rehmat’s utility function
u(x,y) = In x + y (In stands for ‘natural log’). If
(Px,Py,M) represents the prices-income vector,
find the Engel curve for 'y’. Show that the price
consumption curve is parallel to the “x’ axis, if the

price of x falls. (8+6+6)

(%) Freffem Swf we ¥ ¥ TR @ R, @
PR AR B s TG A s

Iada £ W T#

(1) u(x.y) = min[(3x+2y),(2x+5y)]

P.T.O.
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(i) u(x,y) = x2 + y*
(1) u(x,y) = y/(100-x).

(iv) u(x,y) = - max[x.y]

(@) = e fr w-g@7 ge @ =7, WA (p) N

A T T} wER W AN P W oE A
F (1) TR F RET w2 anT wfaw Ay
F FAN, WIR IR B AN R G WA A
F-TWE @99 & HUR W UFAH W7 T @
21 ¥ T & w1 - gz ke @ www g € fafd
@R B UF IWYE IR@ Y

2 TEHA B AW A W B I FEw u(x,y)
=Inx +y (In ® 34 Fg@ & })) afz (px,
Py.M) &d - 3 I & wfffaea e 2 @ 'y’
% fov o @ AW AR T8 i oAz 0 R
FE it 2 @ I TF k3w 2w
B 2
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2. (a) Assume that the Delhi government wants to

(b)

decrease the consumption of water (W); it creates
an incentive to do so by providing water at low
prices if its consumption is low. Zorawar consumes
water (W) and sugar (S). His income 1s Rs.1000

and the price of sugar is Rs.5 per kg.

If water is priced at Rs.2 per unit for W < 50 and
a quantity tax of Rs.2 per unit is imposed for
W > 50, draw his budget constraint with *“W’ on
the horizontal axis. Find the slopes of both
scgments of the budget constraint and calculate
the co-ordinates of both x and y intercepts and

the kink.

Chahat, a modern day entreprencur, produces
tomatoes (x) and mushrooms(y). She also
consumes these vegetables, and her utility function
is represented by u(x,y) = Min[x,y]. She produces
30 kg of ‘x’ and 10 kg of ‘y’, given that the
market price vector is (Px,Py) = (5,5). If Py rises
to 15 and Px remains unchanged, calculate the
substitution , income and the endowment income

effects associated with this price change.

P.T.O.
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(c) A rational utility maximising agent , with strictly

convex preferences (who buys and sells ‘x’ and
‘y’), 1s a net supplier of ‘x’. Assume that the
price of ‘x’, a normal good, declines. If he remains
a net seller, what is the impact on his consumption

(of ‘x’) and utility? Draw a diagram and use the

Slutsky equation.

(d) A risk loving agent has Rs.17 as her income and

i1s contemplating-a gamble that gives her Rs.25
with a probability of 0.5 and Rs.9 with a probability
of 0.5. Let her utility function be u = ¢* where ‘¢’
represents her income. What must be the
relationship between the expected utility of the
gamble and the utility from the expected value of

the gamble? Calculate and draw a diagram.

(6+6+4+4)

(%) w= Afog & Rl a@r o=t &t |a (W) = &

AT TEdl 29 AR IE ) |9 X B 2 A TER
HH FHA W IF I9A" HIF b & B fog o&F
W 3@ B A I (W) 3R IR (S) @ AdA

2
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FEAN R 39 I 1000 T R I AR FH AT 5
T ufy /s )

afR W < 50 & faw urit A Fwa 2 = 9f gfAe
IR W~ 50 @ fw 2 T wfy gfae #t 27 & A
A T, A Afdw I W W B AT IEE
ol gfey ©Rw awic aemar @ a9 A B T
A R 3R x T y B RADeT g gAE I B
Al #t oFr A

Ed, T sy 3T, T (x) IR wE (y)
&1 IART Il 21 98 3F Goordl H1 AT W FHE
2, 3R 3Ig I wEF u(x,y) = Min[x,y] SR
zgie @ ¥ F® 30 fFewm™m ‘x’ 3R w0 FeRmw
‘y’ &1 IR I 8, 98 J@d §Y [ SR Swd
gt (Px,Py) = (5,5) &1 afe Py 15 9% =«
e 2 AR Px yuRafdq w®ar 2, @ 3 4 aRads
A 2 wfdeum, A IR SAGEN F AWR R A0

Fifog|

P.T.O.
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() v qEETE I AftEmaRE goe, Rftas 3aw
AR @ W (W x’ ARy’ |ded AR I
2), ‘x’ ™ ¥ w0 A IfFFar 21 A= AR & x
TF WG a @ R 92 T 31 AR aF ge W
A AR ¥ T R, D 3@ I Cx” AR IR

W T YWE YEA 37 UF IR@ AR T AR
e gfim & Ivan Fifw

(7) v fem Iz A Tz B TW IJEE A B W
A 17 A ? IR T® vH FA AR W RAEw w @d
2 3 3 05 AN WA B G925 TR A 05 A
AW B Y 9 TR A B W Afoe Iam Ivafaen
WA u=c’ ® B ¢’ IR @ w eAen B 9
1 e I W e B fea s A e
& €9 w1 deU B 9iEe? vEn Fifg A o
FRA Wi

3. (a) Ms. Anupriya Jolly has ‘“T” hours at her disposal
and her well behaved utility function is defined

over leisure (R) and a composite consumption good
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(c). Assume that the wage rate is ‘w’ and her
only source of income is her work. Further, let
the price of the composite consumption good be

Use the Slutsky Decomposition Equation (without
drawing a diagram or proving the Slutsky Equation)

to answer (ai) and (aii) :

(1) Is the labour supply schedule upward

sloping if leisure is an inferior good?

(i) Is the leisure demand schedule downward
sloping when u(R,d) = min[R,c] and leisure

is a normal good?

(b) Assume that Anupriya’s preferences are convex

(over ‘R’ and ‘c’) and her wage rate increases
from w, to w,. Draw a diagram (with ‘R’ on the
horizontal axis) splitting the impact of the wage
increase into its substitution and income eftects.
Hence, demonstrate that an increase in the
overtime wage rate always results in an increase

(non-decrease) in her labour supply.

P.T.O.
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(¢) Let Anupriva’s utility function be represented by
u(R.c) =R"® ¢"* She faces a wage rate of Rs.4/
hour and the price of ‘c’ remains at 1. Work is

the only source of her income and her endowment

of time is 80 hours:
(1) Find the optimal values of (R,c).

(11) Assume that Anupriya is paid overtime
wages at the rate of Rs.6/ hour (for the
hours she puts in beyond her initial optimum
labour supply at Rs 4/hour). Calculate her

‘new optimum labour supply, using her.

overtime budget constraint. (4+6+10)

(%) R S0 AR B IE o wE & fw T W R
3R I gogatedd ITAEr e @ FaE™ (R) AR
w90 g @99 (C) & &Y g frar war 2 =
Afig fF a9gd s ‘w’ 8 3R IqE JY & A
Hd IqH FA Bl WD FAEl, A oo R |
T @ud & Fd L.
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(% i) M (Fii) ® IW I B R =R FoTE
T (INE Y A @ e i B Re
e ) =1 Swm i

(i) Rt Faww vw Bt wg 2, A w0 sm A
FTER AN AT FW A A FH AR 27

(i) %@ u(R,c) = min[R,c] AR FEEH T AR
g B9 2, | T FTHW A FER B A
X AN IR T B BT

(@) a7 SR & s N aRead Iaa € (R’ IR
‘> W) AR IFH AGH W w, ¥ w, TH T R
# v @ (‘R # &S W W @ ) Wi
@mgﬁ%mﬁwuﬁwaﬁmwﬁf
3 fasifore e #1 S, a6 QAR B e ol
wﬁqﬁ%qﬁmmﬂﬁwm‘lﬁﬁiﬁ
(FR &) B B

P.T.O.
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(M) W= A & aqem 2 uafaa w@T W oa(R )
RO ¢V grr awln @ &1 38 4 wwd /vien w6 #5gh
R P ® 3 o @ w0} w IEE FT o
TN A B AR I9m wWg @ g3 80 We #

(1) (R,c) & To&¢q9 A A FHiforg|

(i) 9 Am f&F safr A ¢ TwRTae @ W A
HaRCTEH AAGY 1 WA e S B (we @
forT a8 st aRfvE Teaw s s @ sftre
4 TR /9T W AT B)l ITD NI T
qAAT F I Fh IJAE AS T W
Fgfd = IvET SR

4. (a) Assume that the contingent consumption bundle
of a risk averse economic agent is (¢,, ¢,) in the
‘bad’ and *good’ states of the world respectively.
Assume that the probability of the‘bad’ state is .
To avoid this contingent consumption bundle, an
insurance company offers him insurance at the

rate of “y’ per unit of insurance cover. Derive the
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first order conditions for constrained expected
utility maximization. Show that, under ‘fair’
insurance, the agent shall buy ‘full” insurance

cover, that 1s cl* :cz*.

[(c,*, ¢,*) denote the post insurance consumption

bundle in the ‘bad’ and ‘good’ states respectively].

(b) Let unfair insurance be defined as positive

expected profit for the insurance company. Show
that this implies y > m. Use the first order
conditions for constrained expected utility
maximization in this case to prove that the agent
shall not buy full insurance, that is ¢ * <c,*

[Symbols have the same interpretation as in 4(a)].

(c) Zafar, a risk averse paddy farmer from Kerala,

faces two states of the world: a ‘bad’ state (floods)
with a probability of 0.5 and a ‘good’ state (normal
monsoons) with a probability of 0.5. His contingent
consumption bundle in the 2 states is (6400, 10000).
He buys insurance from ‘Annapurna Insurance
Company’ at y = 0.5, where y is the insurance

premium charged by the insurance company per

P.T.O.
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unit (Rsl) of benefit sought. Let the insurance
company’'s expected profits be zero and Zafar’s

utility function be u= c¢'-.

If Zafar maximises expected utility subject to his
insurance budget constraint, compute his optimal
consumption bundle. How much insurance cover

does he buy? Why can it be termed ‘full

insurance? (6+6+8)

(F) w1 A & JIRm 3 =1 = affs w&ic =

FERAF IJUNA g5 AW g F TEOEY IR
Sy Rl F (¢, c,) B W Afm & w=w
fRafy & T 1 21 W IFRAE G99 DA ¥ =
% fore, T 9 FFN I8 P FR AN Wl Ty
N W I A TEH FE R

A W I ItETEm @ e w9
#F1 fafa o9 Q) 77 eoie & Fowy §n 2
84, T g @ FR |@Rm, A & oo r=c,*
21 [(c,* c,*) #%%: ‘@04’ IR ‘IR Fgemsn A
4 9¥A I9AA g2 A SWien 2))
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(@) FART W F Aw R D A FwREE e ™

® ® ¥ yRwilta frar sme g avfge & e
2y > T AW N g IR IR AT
& foau wm w9 A fufa = w77 afds w7 3
fre @i B ooie T dm & atem, A fF
c*<c,* T TE W AEN 4(a)] B WA 2

AR ¥ T T DA D UH HEH T B gEA
F & Rafal &1 9T T I8 W R : 0.5 F FEA
2 A vE e RuR (Are) 3R 0.5 F FWET F
a9 v IR fuR (A weeR) @ Rafear #
I ST ITRAT §e (6400,10000) 1 FE FLH
& FF T ¢ = 05 W A @led B, wE y W
FE ga W gfe (1 TR) @ R @ A
i v 21 A ARG B A A A
!ﬁémmm:{qﬁﬁqu:c“?s

aft s wo S dWe AU & I sRfEd
Sy @ yfadad e 8, @ Iad FEE @
mﬁmm.nmmwm??
W o e @ FE o @ 87

P.T.O.
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SECTION B (@® ‘@’)

In all questions in this section, the 2 inputs used in
the production process are labour (L) and capital (K);
their respective prices are ‘w’ and °‘v’. Qutput is

denoted by ‘y’ and its price is ‘P’.

Wﬁs%‘«iﬁmﬁﬁ,mmﬁmm
S A 2 ' 9 (L) 3R goft (K) ¥; 9@
dafta o w’ AR v E IkEqE @ oy’ / amin
ST ¥ IR zEat Fwa P R

5. (a) Two firms, Nike and Adidas, have technologies

characterised by the following production functions:
y, = (L'2 + K!”?) and
y, = (L + K%

(1) Determine the economies of scale exhibited

by the two production functions.
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(it) For the two production functions, find the
associated long run cost functions by
deriving the conditional input demand

functions for labour and capital.

(iii) Derive the long run supply function of

the firm 1, for the production function

yl — (Ll'z + K]:)'

(b) If the technology employed by a firm exhibits
constant returns to scale or increasing returns to
scale. show that the output supply functions do
not exist. Draw suitable diagrams for both cases.

(1+6+4+4)

P.T.O.



ity e Wy, = (L k') ® fore W

mﬁéﬂ?‘ﬁq‘ﬁwmﬁml

(a)aﬁﬁfﬁmﬁmaméﬂéﬁﬁ%a“ﬁmm
uﬁmmﬁﬁwuﬁwiiﬁﬂﬁ%f?ﬁmm
ﬁqmamﬁmsq@ﬂﬂﬁglaﬁf@ﬁﬁf%
forg Iugad i@ TR

6. (a) Assume a short run production function y = L2
K13 where the quantity of capital employed 1s
fixed at KO.V Further the factor prices of labour
and capital are specified as (w,v). ‘AVC’ denotes

the average variable cost.

Derive the short run input demand functions, the
short run cost function and the short run supply
function (assume p > Min AVC, where ‘p’ is the

price of output).
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(b) For the production function in 6(a), let (w, v, K,)

= (1,2,64),

(i) Derive the short run supply function
(assume p > Min AVC). Draw an
appropriate diagram (for the parameter

values in this question).

(i) What is the total profit of the firm in the
short run at p = 2? Should the firm continue

to pfoduce? Explain.

(c) Consider a profit maximising firm with a decreasing
return to scale production function, f(L, K), and
input K fixed at K, What is the impact on the
conditional fac‘tor demand for labour, L*, and profit

in each of the following situations: -
(i) w, the price of labour, rises.
(ii) v, the price of capital, falls.

(iii) p, the price of the output, rises.

(7+5+3)

P.T.O.
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(%) o A fs o e W y < LUK
2w s A K w e ) e S
waﬂziaﬂ%mw(w.v)%mﬁﬁféw
e W 31 CAVC Sed uRadHa @R R i
2

FETHNT AW AT e, AoAPTe oqrr weAT T
FUEERA A wew A A (A AR & op
> Min AVC 2, 5@ ‘p’ s3cqe @ dd )l

(@) 6(%) ¥ IJemed v & g, 7 AW (w, v, K)
= (1,2,64),

(i) Fa@eA Jgfd e 7| #fe (79 «Aifew
& p > Min AVC 21 t& IWga IR@ 4130
(7@ v % e a= F o)

(i) p=2 W & & FAH(oH HA @ a1 27

T O W IART T @@ GRY? W
g
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(1) T I Fee, f(L, K), # A K, W T
K ® 919 923 WA%sd 3 a9 & a At

w4 T faar Fifaw

ﬁﬂfﬁrﬁmi%mﬁlﬁﬁw&ﬂmﬁm

T dn L+ AW A W @y s R
(i) w. 5% & Fwa, T AR R
(m\.qﬁﬁmfmﬁin

(i) p. JWEA A FEA, ® A R

7. (a) (1) In a single nput, single output production

model. why are ‘real world’ production
functions often thought to be convex for low
levels of input and concave for high levels of
oWhat does the production function

input

imply about the cost curve? Draw a diagram.

(i) In a two input production function, assume
two efficient production techniques that

uce the same level of output ‘y’. The

prod

P.T.O.
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first technique uses (L.K) = (6.2). while the

second technique uses (L.K) = (2,6). If the
technology is strictly convex, show that any
weighted average [where the weights lie In
the open interval (0.1)] of these input bundles
producing 'y’ 1s not efficient.

(b) Consider the production function y= L2 (3L

(assume L > 1). Let the output price, P 9. Find
the firm's input demand curve. L®(w)

(¢) The inverse production with one input and 2

outputs is L =y~ + y. 7+ ¥y, Assume that the

price of the input labour (L) 1s w1

(1) Find the firm's total cost curve C(y,.y,)

and the marginal cost curves MC (y,) and

MC,(y,)-

(ii) Find the firm’s supply curves, y, (P.P,)
and y,"(P,.P,) subject to the non-negative

profit condition. [(3+3)+4+(3+2)]
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(%) (i) v TG, el mwﬁ@ai‘mﬁ&

(i)

Mw’mwm:ﬁwwﬁ%mz
ﬁﬁ'zmamawm%w%m
mﬂnﬁaﬁ??mﬁﬁaﬂ*
Wmmmﬁﬁm’f??mﬂﬁm

ammwi.agﬁm
Mﬁﬁmﬁlﬁvﬁm'y‘m‘m
@ JAEa wCA R T AHATE
(L.K) (6.2) ® JTEam A R, T 7Ea
i (LK) (2.6) = Jqam weA # afe
wﬁﬁﬁﬁﬂﬂwimi,a\mmﬁ
‘y'ﬂmﬁmﬁmﬁﬂmigﬁmaﬁf
W wiRe steq ww WK @R FaaE (0,1)] &
fafes ®, 2w 6 2

(=) IEEd B y = L33 + (1/3)L W faam Fifom) (319
AR L > 1 ) W afw & seeqe 1=, P=9 ?
w# & TIE WA qE, L*(w) A Ao

P.T.O.
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(W) T& TAqE I 2 FITGE ® A9 FAAH IR
L=y13+y:3+yly3§‘ﬂﬁmﬁwm(u

& Fra w=1 2l

(i) Bk =1 o JA FF C(y,.v,) IR NS TS

@ MC (y,) 3 MC.(y.) 7@ Ffe

(i) M- A Bafy ® i v w1 I
&, v (PP sy (P P A A

(5800)



\ ‘4 q?bﬁc %}w
[Thls qucstmn paper tain mted pages.]

oa/, ,gé

Your Roll'No............... (o
Sr. No. of Question Paper : 1717 {ae | FRY
Unique Paper Code 02272102302 J
Name of the Paper . Intermediate Macroeconomics

I : Foundations of Aggregate

~ Income Determination

Name of the Course . B.A. (Hons.) Economics
Semester | : I
Duration : 3 Hours Maximum Marks : 90

Instructions for Candidates

1. Write your Roll No. on the top immediately on receipt

of this question paper.
2. This questioﬂ paper is divided into three sections.
3. Use of simple calculator is allowed.

4. Answers may be written either in English or Hindi;

but the same medium should be used throughout the

paper.

P.T.O.



1717 2

| - @ Pred ® s Ry e Pl waE S S
Fgwaa ffde |
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Section A

Question 1 is compulsory. (15x2=30)

1. (i) Rise in market power of firms through mergers

and acquisitions will lead to

(a) Rise in unemployinent rate and fall in real

wages

(b) Fall in unemployment rate and fall in real

wages

(c) Rise in unemployment rate and no change

in real wages
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(i1)

(iii)

3

(d) Rise in unemployment rate and rise in real

wages

Under the Permanent Income Hypothesis, how
does the ratio of consumption to income (C/Y)
during an economic boom compare to the ratio

of permanent consumption to permanent income
(a)‘ C/Y is Higher
(b) C/Y is Lower
(c) Both are E.qu.al

(d) They are Incomparable

Given a 15% markup by firms over costs and a
wage-setting equation W=P(1-2u), where u
represents the unemployment rate. What is the

natural rate of unemployment?
(a) 0.045
(b) 0.052
(c) 0.065

(d) 0.055

P.T.O.
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(V) According to the Phillips Curve (assuming o= ),
if the natural rate of unemployment is 5% and
the expected inflation rate is 3% an actual
unemployment rate of 4% would be associated

with an inflation rate of
(a) 3%
(b) 4%
(c) 5%

d) 6%

(v) The proposition that in the medium run, changes
in inflation are reflected one for one in changes
in nominal interest rate is known as

(a) Consumption puzzle
(b) Policy ineffectiveness proposition
(c) Fischer effect

(d) Lucas critique

(vi) In the AD-AS model, if the investment is more
responsive to changes in interest rate, then the
short-run impact of expansionary monetary policy
18
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(a) greater for prices but lower for output
(b) greater for output but lower for prices
(¢) lower for prices and output

(d) greater for prices and output

(vii) According to the Rational Expectations
hypothesis, if the government announces a policy

to reduce inflation, individuals will:

(a) Ignore the announcement and continue with

current expectations

(bl) Adjust their expectatibns immediately based

on the new policy

(c) Wait until inflation actually decreases to

change their expectations

(d) Increase their spending in anticipation of

higher prices

(viii) In the Fischer intertemporal model, what happens

when the real interest rate falls

(a) The indifference curve becomes steeper

(b) The budget line becomes flatter

P.T.O.
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(c) The indifference curve becomes flatter

(d) The budget line becomes steeper

(ix) In the Modified Phillips Curve, an increase in

unemployment above the natural rate will likely
cause

(a) A rise in inflation
(b) No change in inflation
(c) A decrease in inflation

(d) A rise in expected inflation

(x) Which among the following is not an assumption

of the Permanent Income Hypothesis

(a) Covariance between transitory consumption

and permanent consumption is zero

(b) Covariance between transitory consumption

and transitory income is positive

(¢c) Covariance between permanent income and
transitory income is zero

(d) Covariance between permanent consumption

and permanent income is positive
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(x1) The Life Cycle Hypothesis implies that, in

agpregate, an ageing population might lead to
(a) An increase in the national savings rate
(b) A decrease in the national savings rate
(c) No change in the national savings rate

(d) An increase in consumption by the young

(xii) Which of the following can help reduce the short-

term cost of disinflation
(a) Flexible wage and price-setting mechanisms
(b) High inflationary expectations
(c) Increased government spending
(d) A surprise increase in inflation

(xiii) Under what conditions are financial markets

considered efficient?

(a) When it is impossible to make an economic

profit from trading

P.T.O.
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(b) When it is possible to make an economic

profit from trading

(¢) When the prices of financial instruments

do not reflect all available information

(d) When there is a moral hazard issue

(xiv) Which of the following is not considered when

calculating the desired capital stock?
(a) Average productivity of capital
(b) Interest rate
(c) Rate qf dépreciation

(d) Capital gain

(xv) If Tobin’s q is greater than 1, what does the
stock market indicate the firm should do?

(a) The firm should invest in more capital
(b) The firm should disinvest

(¢) The firm should not invest

(d) None of the above



1717 9
(i) faom Ik FftREw & s d wE A TOR A A
gfe A

(%) Nomd = ¥ gfg Ik awafds wogd ¥ fae
L

(@) R ¥ fivrae IR s wogd A faae
Licl

(1) N = ¥ gfE IR TR w9gQ ¥ w
qRadsr w8 srm

(9) Wermd = A 3fa IR =T gl ¥ Ife
LiC|

(i) vl I e F T4, JfdE IJowgfe B A
FG I I W FEE (C/Y) R Im & fere
WA I B SIS A TN § DA B

(%) C/Y st 2
(@) C/Y =% #
() ¥ o &
(W) A et #

P.T.O.
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(iii) *mma W R g 15% AHIT IR VF A - Fref
qREwm W-P(1 2u) Rar mar 2, S8t 7 o =
1 faffaea w31 R N TFfE = - R

(%) 0.045
(@) 0.052
(1) 0.065
(9) 0.055

(iv) fofers a5 (o | w9%7) % yqaw, af? [Waamd
WHA® 2 50, B 3 mfem qzrdifa @ 30, ® A
4% 0 aAfE I T gt 2 fEas B

(%) 3%
(®|) 4%
() 5%
() 6%

(v) 3% weam f& e safa 3, it A ofed A
od R/ A Radd ¥ F F g vw oRafmm 2m 2,
¥ X A AR



(vi) AD-AS #iew ¥, ol Fw @ @ ¥ wRadw & wfd
e TRfrade 2, @ Rerad dRw AR oW
FeqIferh W

(w) F @ e w2, AT e B R

w2
(a)'mammammakmm
(1) PR AR I ® o w
() FPe 3 wgeye @ e s

(vii) defame gl ot GReeTn ® IFEN, AR WEN
yEEhfy B wW wE @ AR @ A W R
afe

P.T.O.
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(F) wwm & R HREH AR T FEH 5y
T @A

(@) 7 AR & R W IR e B g
Ao Fifsred

(1) T IS H TEo B fore AR B awg
A T BN q@ W e

(9) 3= Fmil 3 yem ¥ oy @ @) werdd

(viii) wmmﬂmmmam%
N wr B B

(F) IR o ADF dg & wEr 2
(@) a9 @1 99 @ o R
(1) IeMEET 9% 9UIT B WEr 2

(q) avic W@ @ B ad @

(ix) wNfea fofra o ¥, TFRE ® ¥ TR Rewmd A
gfg & HRU GHEa:
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(ﬁ)gﬂ?ﬁﬁﬁﬁﬁ?ﬂ

(@) gEdf ¥ P TR A A

1717

(1) Al F FR T
(a) mfem 3fe ot Al

(x) frfafias & & B9 R Fg oRFe N grom T
.4

(%) aftrs Iodm W wqEdt IO ® @9 GEAET
™ ?

(a)mmsﬂvmm%ﬁam
AT R

(n)wﬁtmshtaﬁmm%ﬁam{:a
?

(4) =@ I SR WA IE P A R

TS 8

(xi) e oF Reea @ A ¢ &, g9 Bee, 3e
B THEET @ FRU B ghdT 8

P.T.O.
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(xii) frfoRaa ¥ A 9 ErAR ® scgwfrs o E 5@

W WX A W a w2
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(@) s=a el i e

() v = ¥ g

(9) T ¥ smedo g

(xiii) fra offeafedl ¥ e TR N F9= 7= o=@
27

(F) @ IR 4 AfdF aM w3 w9 @

(@) 99 =R ¥ AfTE @Y FHAT G99 B
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(1) S fada aA A AwA o syamn g
) ulafdlaa akY =

(w) W@ @t Aen stfers gz m

(xiv) afda gt ®fw @ e wd @ et 4 4
fra w faar 8 fE s 27
(%) Toit & aa Ienedhdn
(@) I R
() s
(%) geit @™

(xv) afe AT w1 g, 1 A Ffow B, A IW AR T AHA
1 2 & w oW N EHEN A’

(%) wh @ gftm g A AW wen A
(@) wh # fafvds &0 afse
(1) wh @ fAdm A8 & e

(1) Judw ¥ @ @t A#
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Section B

Attempt any 6 out of the following 8 questions. Eacp,

question carries § marks. (675=3(),

ﬁmﬁ%aauﬁﬁ'ﬂﬁaﬁeuﬁ%wﬁmum
T 5 #F &1 2RI |

Assume the economy is operating at its natural leve]
of output. Analyse the impact of an increase in
unemployment benefits on the positions of the
aggregate demand (AD) and aggregate supply (AS)
curves in both the short and medium run. Additionally,
discuss the effects on output in the short run and

medium run.:

msﬁﬁq%aﬁmawaﬁm%mgﬁmwmm
T W 21 WY R Aew &Ry ¥ www W (AD) sk W
I (AS) T A Rl W R ww K gfe D e
1 fazow F0fe) s@ sfiRew, ag sk ww safy R
IR W ANE W=l i

One major criticism. of the adaptive expectations
hypothesis is that its forecasting errors can b¢
systematic. How does the rational expectations

approach address and resolve this jssye?
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FgER TR F TF AN F W Fehwn 7w R R
wd @ fedl Tafea B wwd f) EEm W
e 3@ PR A I GAHA FO@ 2 AN TR ww B2

4. Explain why disinflation results in a period of higher
unemployment. What argument does Lucas make to
suggest that the unemployment costs associated with

disinflation can be substantially reduced?

e & wzeifa & ofg 2 afmers Remd & safa
= B R AW ar qum 23 # v wm AE R
e A 8 Wamd A B wh w7 FW R
qan 87

5. Using the intertemporal optimisation model of
consumption, demonstrate how the trajectory of
consumption over time 1s influenced by the relationship

between the market rate of return and the individual’s

discount rate.

m%m-m"wﬁﬁmmmm
weffs #ifw & wr & ag I F JETEH AR H
Red w AN =N @ 9T | @ 99 F 49U § I R

B R

P.T.O.
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6.

Explain the differences between the labour market
model based on wage-setting and price-setting

relations and the traditional labour supply-demand

model.

g - frefror 3k e - o FE W FERT H AR
e A TR ww I - W At B A FA B
Fifeme

Applying the arbitrage argument to financial
investment, show that the price of stock 1s the present

discounted value of dividends the stock will pay

g A w e 74 an) FA xw, gx Za fE s
N T T T A T T a@ awm w1 adaE

ge 14 B

Inventory investment is highly procyclical, rising sharply

in booms and falling in recessions. Explain

TR FAw Fafts 9 2, A ¥ A0 A wear 2 AN
& A i 21 = e
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9. The following equations describe an economy :
Okun’s law: u — u_, = -0.3(g - 3%)

Phillips Curve : n, — n_, = -(u, — 4%)

t -1

Aggregate Demand: g =g - T«

Where g is the growth rate of money 1n period t; g,
is the growth rate of output in period t; T 18 the
inflation rate in period t and u_1s the unemployment

rate in penod t

(a) What is the sacnifice ratio and the natural rate of

unemployment for the cconomy”’ (1)

(b) If the unemployment rate 1s equal to the natural
rate. and the inflation rate 1s 8% What is the

growth rate of outpul and the growth rate of money

supply? (2)

(¢c) Suppose that conditions arc as in (b): when in
year t, authorities use monetary policy to reduce
the inflation rate to 4% and keep it there. Given

this inflation rate and using the Phillips curve, what

must happen to the unemployment rate in years t,

t+1 & t+2. (2)

P.T.O.
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frfafeaa aftewo v sfeae @1 a9 Fd 2
T & FBaw: u - u |, = -0.3(g, - 3%)
foferm aF: o — 7, = —(u, — 4%)
Y AWM g =g T,
g  tEAA R G R ¢, T A IS

N AE TR, o, 7w A EhEf A w R IR, T
¥ PWoamd = =z 2

(%) Fdamaen & faw afaem oA i JWamd A gl

w7

(@) ok RWemd = AT = 2 = R}, 3K qEEHA
W 8°% B I A T 7 W o A A gfe

W R RY

(@) w= Ak & Rufadl (@) * w9 3 57 ad 7 ¥,
FAFIX [ERifd R A 4°, 9F 9 I IR 3¢ A
@ & faw AfRs M = 3w F@ 2 9 e
W H @I W AR forw aF &1 3@ w3 7w,
T t, t+] AR t+2 ¥ RWomd = 2 99 a1 oA

D1 E4d]
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Section C

Attempt any 3 out of the following 4 questions. Each

question carries 10 marks. (3710=30)

R=fofeas 4 it & @ X 3 ww ww Db 9= T
0 & = R

Assuming flexible prices and that the economy is in
medium-run equilibrium, evaluate the effects of a
decline in consumer confidence (resulting in reduced
consumption at any given le\}el of disposable income)
on the positions of the AS, AD, IS, and LM curves in
both the short run and the medium run. Additionally.
explain the impact on output, interest rates, and the

price level in the medium run.

AR FE B A g IR I8 A 50 & snfemenn waw
gaft @ wqe A 2, ToiE Rww ¥ o (Red
TRumreed WaNg I & R W ' R W |ud & 8 A
) @ TEl 1 [ Ao, N Iewafy AR wew sEfy
A4 A AS, AD, IS 3 LM a&l & fufd ® wzan 21 @
Ffaftaa, woa Fafd | IARA, &AOF WA IR W W W
e A aren Ffow|

P.T.0
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1. Explain the policy ineffectiveness proposttion by
discussing the statement, “The behaviour of output i
unaffected by any predictable countercychical policy

implemented by monetary authorities.”

F0q W Tl w@ AfF FordAa W A oS S,
“Ieqre w1 waww AMw sfrwfd g s AR G

it wfaadia Afa 3 sofaa 2

12

.

Using Friedman's Permanent Income Hypothesis,
explain how this model of consumption bcehaviour
accounts for findings trom cross-sectional budget
studies, which indicate that the marginal propensity to

consume (MPC) 1s lower than the average propensity

to consume (APC).

WESAA & W 3 IREE F I9@ A ¥y, a8 A4
& IUNRT WEER 1 TE Aied FiE-JgNaa qaAe  FATA
A W Frerdl w P AT X @@ 2, A zwiar 2 F
qta STV g (AR) Ste i wgfe (o) @

= 2
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(7117
Given the Phillips Curve
n, = +0.2-2u
Where 7, is the inflation rate in period t; n¢ is the
is the

expected inflation for period t and u,

unemployment rate in period t

(a) Determine the natural rate of unemployment? (1)

(b) Assume that nf = A,

If initially unemployment rate is at the natural rate

of unemployment and o =0, the government

decides in year t to reduce unemployment to 5%

and keep it there permanently, calculate the
inflation rate for year t, t+1, t+2 and t+6. (2)

(c) Do you believe the answer éiven in (b)? Give

(2)

reasons.

(d) Now suppose in year t+7, o increases from 0 to
1, with the government still aiming to keep the
unemployment rate of 5% indefinitely. What will
be the inflation rate in years t+7, t+8 and t+9?

(3)

(¢) Do you believe the answer given in part (d)? Give

reasons.
(2)

P.T.O.
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fhforw aw Rar wr 2

n, =n, +0.2-2u,

WE o, t WK o A gfe W R o, t W W ey
N g w R, u, t T ¥ qE AW W R ANt ww
¥ R & | 2

(%) NI N wpfaw = Fuifta Hfo?

(@) o A B o - an

R IR A AWM T W AN WHfaw T w2
T =0 B, A @R T4 T A AV A 5% qF
T FE W WA w9 A f @y w Aol S
2,3 (4], 142 AW 06 B AR EERR W A

o

()

(¥)

T AW (|) ¥ R W I w Avam =@ 7 Fw
A

T AR o +7 ¥, o 0 A 1 7F 7@ WA 2,

.wmaﬁﬁmaaﬁaﬁﬁmmﬁ

5% W & H W W@ 31 q§ (+7, t+8 q -9

A ARG W T BN ?

T JM WA (F) ¥ RY W I W favam @ 2
HROT A

(6000)
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Bl & fag Adw

1

9

W AH-1T & fiem & Iw Ry w FuiRs = w awn
FFAF fofRae | |
m%@a%maﬁwﬁ%l

Feaainn A & forg Py ) Rae R A 2 F9 2
8 A B s wifRe, wrnsg SR @ A g 8

g W N uE B Y
AWt v B FF g ¥

T W - 93 & I F0 a1 fed @ o s ¥ e, Afd
W ITA =1 wnaw vE § B 9k

Maximize Profits : @ = 64x  2x° + 96y 4y’ 13
subject to the production constraint: x + y < 36
AN AREwEHEOT 1 = 64x - 2x7 + 96y - 4y — 13
JNEFA T x +y < 36 @ T B F)

Suppose that an economy’s investment flow every

year is I(t) = 10t:. Let K(t) represent the current

stock of capital at time t. If K(0) = K, and there is
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no depreciation, find the level of capital stock five
years from now. What happens to the capital stock
after five years if investment flow is the same as
before and capital stock depreciates every year by

5007

T AR & fEd sefaraen & A vaE o o (V) =

10t 21 a1 Ao K(t) @@ t W §ft & aeam w®id
auien 81 AR K(0) - K, ? 3k w F e A8 g
2, @ @A O af aw R v W A SR a
T & Ae (W ®iE @ Fw gk Flw v 9ee @
T 2 3R OOl ®iw wfe ad so0 A & B wn 27

3. (a) Show that u, = ¢* and u, = te? both solve the

X —4x +4x =0. What 1s the general solution?

(b) Find the general solutions of the following
differential equation and determine if it is stable

or not :

o1
y+oy=

p |
B w

P.T.O.
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(%) ¥ Tofy & u, = e E K u, = te’ A

X 4% +4x =0 W BA F@ ¥ IWH AT BA Fq

??

(@) Fffem Jaed ddwm 3 aw= 5d @fim 3
T AR B oas w2 o T
3

o1
+—y==
y 2Y 4

4. Two firms share the market for a product. Firm 1’s

output is x; firm 2’s output is y. The two reaction
functions of the firms are

X., T By, =b; B =1

Yy T OX, b; a = 1

Derive and solve the second-order difference equation
for x implied by the above model. Also, discuss the
conditions under which the steady state is stable.

A W 0F IR B oY qaR T w ¥ W ) HSeYe
x 8 o 2 W WP y ¥ wA @ A wRfEw wew 2

[1]+Bylzb; p¢l

yt+]+ax(:b; a # |
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INAF e T AR x B e T 791 B e TH
N WE AR FA AR R Femar, I Rafdd W T
Ffg foma 989 ot s R

5. Solve the consumer demand problem

max x* + y* subject to px + qy = m where a € (0,1)
and x > 0,y >0

Also, check the second order sufficient conditions.

IS AN TR H w2

max X* +y, px +qy -m® FNT ? W a € (0,1) AR
x>0.y>03r

W A, T FR A Rafaa Y wre Afke

6. A central planner controls an economy with two
sectors, producing outputs y, and y,. Prices of the
goods are p, = | and p, = 2 respectively. The planner
wishes to maximise the national output at these given
prices. Labour is the only input and it is available in
a fixed total amount L, = 1000. The production
functions in the two sectors are

1 1
y, =100L} and y, =50L}

P.T.O.
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(a) Calculate the optimal labour allocations, outputs
and the shadow wage rate.
oy" oy’

(b) Write the value function and Find —, —
- op1 P

and,

*
oY :
—— using the envelope theorem.
oL,

TF DI ATHAER A SR B AT U Fderaed B gt
@ R, Iy, ANy, FSCYe F I el Bl FEH
& Fd A p, = | 3R p, = 2 Bl FoAER 3T & W
A W AT I H JUFAT HEA AqEA B S
A FYC 2 3R 98 vw fAftaw &= W L, = 1000 #
Juay 81 A A P IR BeA &

! . 1
y, =100L] and vy, =501}

(F) TEN 9 €A, FICYE AR FHiowd Iwgd w &
AOET Hifi

(@) o9 wew fafee 3R =eie Wg &1 3w s
oY~ oY i oy’

- = A SHifAQ
op;  Op; ‘L,
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7. A sports student is trying to decide on the lowest-
cost diet. Following is the data for two types of
eatables (sprouts and Banana) and three types of

nutrients (Calcium, protein and Vitamin)

Nutritional Content (mg/ unit) | Cost (Rs Per Unit)

—

Calcium | Protein | Vitamin

- -}

S D SN W

Sprouts |5 4 2 6
- S U S—
Banana |7 . | 35

—h - -~ - . W

The requirement per day of calcium, proteins and
vitamins is 8. 15 and 3 respectively. The problem is
to find how much of each catable to consume per day
to get the required amount per day of each nutrient at

a minimal cost.

(a) Write the linear programming problem and its dual

and solve them.

(b) If the sports coach increases the calcium
requirement from 8 to 9 and reduces the protein
requirement from 15 to 14, then what will be the

change in the cost?

P.T.O.
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Alternative Qlicsti(m for the PWD Candidates

(a) Write the dual of the following Problem

' _ 2x;+Xx, <4
max x, + x, + x, subject to :

(b) What are the solutions to this problem and
the dual? What happens to the primal criterion
function if the constraints in the primal change to

{2)(1 +x,<4.1
?

x3<5.9

U @ D19 969 HH dFTT Il AER | Avig 3 &) |ifdm
@ 21 A YHR & @R R (AERT I R D)
S AT T D A A (DR, WO SR )
& Hhs Fefofaa &

UI%eh Tcd (mg/ unit) AT (3 gfie F9) |
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ﬂﬁmm,ﬁtﬁwﬁﬁaﬁ#aﬁuﬁﬁammm: 8,
1ssﬂtsi|mmmm%ﬁwm‘“m
v A SR B g o e @ fre o
R v N & fra I wE B

(%) Yerw S wwen o edh AeQ wwen A AR
IR IR BA TG

(@) R e B Dfwmw N FEwE B 8§ T
9 T 3T ¥ 3N W N FaEEHA 15 4 TR
14 & 3 R, A ARG A w1 ded BRN?

oS (PWD) anafial @ fog desfeass e

(%) fwfofas @en & e (dual) fafere

2x, +x,<4
X3 <6

& FO

max X, + X, t X5 subject to {

(@) mmaﬂtaﬁﬁmw%?uﬁmi‘

(2%, +x, <41

amm{ X, <59 im.m?ﬁmm

G @ R 27

P.T.O.
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8.

Suppose that a fish population grows according to the

function, g(y)zzy(l—%) where y is the stock of

fish. If the fish population is harvested by the fishing
industry at a constant rate of %, write down the
equation for the rate of change in the stock of fish.
Also, draw the phase diagram to show the change in
the stock of the population as a function of the stock

of fish and discuss the nature of the steady states.

Alternative Question for the PWD Candidates

Solve the differential equation for y(t) where

Ei-y—:t)HrZ—Zt—)/

dt

Also, find the integral curve through the point (0,1).

e AR B TR A A wo g(y)zZy(l-%J #

FFER T B, Wl y WS W wrw 31 AR wew AW EW
SN A TGS W Y, A R W A umer wen 2, A
SN B Wik A WRad A = B g s fafae) @@
e, FTR R T D T G R WA e H L
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9;

¥ ek A Rk @ fg o s ag i R R
# 9P w =9t Fifw

fasEasm (PWD) snafial @ fag awfoas W

y(t) ® o FaFa shwm 1 w9 e JE

dy
dt
am B fag (0)) * wmm A wwA 7F A FfaC

=ty +2-2t-y

An clectric company is setting up a power plant and
it has to plan its capacity. The demand for power in
ptriud | and penod 2 are q, and q, respectively.
Assume that a regulatory authority fixes the
corresponding prices for period | and period 2 to be
Rs. 1 per unit and Rs. 3 per unit respectively. The
total operating cost over the two periods is g} + g2,
The cost of maintaining output capacity k cost is k2

which is paid only once and is used in both periods.

(a) Write the producer’s total profit function with 3]

constraints.

P.T.O.
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(b) Solve the producer’s problem by writing Kuhn-
tucker conditions for maximising producer’s total

profit and find the optimal output quantities q, and

q,, and capacity level k.

G A T A FaEfy 1 3R IEf 2 ¥ fge
#O FAA: q, AR q, 1 W= A B v Pane witER
yaftr 1 A Fafy 2 @ fav daRE g FEE 1 T wlR
gz IR 3 v w4 gfe 7g wwar R D FEdy A @
IREE & g7 ¢+ q) R HFTYE &AAT k WRE W aEwR
@ # "nE kY R fomew WA #9e o aw R e
2 3k 2F yaft ¥ Iwam fEw s @

(%) JORE & FHA N GAT F O A D A

T

(|) IS & FA AN D AEHT T & g Fz- 7
A T forae IR F g S g Ffow AR
TCAH IV A q, AR q, FR &Ha =W k A

HIT
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10. Consider the LP problem
x+ty<3

2x ty-z<1

(x +2y-2z<1
x20
y20

220

max 3x + 2y subject to X

(a) Assuming z to be a fixed number, solve the problem
for z=0 and z - 4.

(b) Solve the problem for any fixed value of
z € [0, ). The maximal value of the criterion
function 3x + 2y becomes a function of z. Find

this function and maximise 1t.

Alternative Question for the PWD Candidates

Consider the general LP problem

‘ N +
a“xl T a12x2 ........ alnxn b

IA

a21xl + a_.:?_)(2 T o + a

5

=
IA
o

max ¢ x, + ¢, X,* * ¢ X,

P.T.O.
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subject to : : [1]

X. + .+ a x <b

anX, tax, t o mn*n m

mlI

with non-negativity constraints X,20,x,20,..,x_20.

(a) Formulate the dual of the above problem.

(b) If (x,, X,,....... x) is feasible in the primal problem
[1] and (u,, u,,........ , u,) is feasible in the dual
problem [2], then show that

X+2y—-z<]
x 20
max 3x + 2y, F I ?

y=0
z2()



(|) ze[o,rf,)a}m'ﬂﬁﬁﬂaw%ﬁqmﬁ

s g AHEE AT 3x + 2y W HUEHAA A 2
wwwm%:mwaﬁmmsﬂzg&

- FAfrFaq 99|

fAaas= (PWD) yuafial & fag a=wfeas 9=

IA

F
+
0
P
+
.

A
o
= J

max Clxl M C:X:+ * Cnxn

subject to : (1]
amlx] H am.?x: LR o amnxrz < bm
R - FEHA WA x, >0, x,20,...., X, 20 F WA

P.T.O.
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(%) IWTa awem & ALE (dual) B FR HDRE

(®|) 3Rk (x, x,,....... X ) Vg e [1] ¥ @ B AR
(U, Uy, u_) Ae@ (dual) wwn [2] ¥ w9a
2, @ g% ziY
bu +bu,+...+bu 2cx +cx,+... +cxX

(6000)
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4 Answer may be written either in English or Hindi; by

the same medium should be used throughout the

paper.

o & fow Adm

1 WAE-1T & el # 3w v 1w fAuilRa @@= w e
FgwAn ferfdag |

2. T YTUA A S I 2| fhel g wEAl & IR G |

3 ) UR D 3E GHT )

4. =@ YIT- U 1 IR Jdoit a1 FFR R v s 7 A,
AfFT T ITR T AR TF B BT AR

1:  “Adam Smith viewed the invisible hand as maximizing
total income for a society which is associated with
the social objective of efficiency”. Explain the

statement., (18)
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3.

“ren fw A agw BT W W @ fw ww@ s W
FFTH FE D T A 2@ W WA D AfE IR A
TR g3 B wUA F e Fifw

Distinguish between public goods and private goods.
Also, explain public and private provision of public

goods and the right mix of the same. (18)

A aega AR ol aegst & 9 AR i T 9,
Ao TEgA B eSS JR Aol wEauE 3@k S @8
fsror &t = Fifw)

(a) Explain the reasons of employers being the

predominant source of insurance. (10)

(b) What is the difference between a conditional and

~ unconditional grant? (8)

P.T.O.
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(F) ﬁﬁwﬁ%ﬁmmmﬁaﬁ%%maﬁm
e

(ﬁ)msﬂtﬁmmﬁmﬁ 2 99 | AR B?

4. (a) Discuss with the help of a diagram, the gains and
losses to the society from moving from a socially
inefficient level of output to a socially efficient
level of output in the prescnce of negative

Is zero level of externality socially

9)

externality.

desirable?

(b) What are the advantages and disadvantages of a
decentralized system to achieve optimal fiscal

(9)

federalism?

(%) R T @ ek ¥ e ¥ 8 FEI

Ww%mﬁmm%@amwwwﬁ
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¥ WA @ B A AW IR ER W vE Ima il

et & T SR F I R A A qern
7 ¥ A 27

(ﬁ)wumaﬁtﬁumaﬁ W TR @
Aesiga TR & F W SR w87

5. Explain if the competitive market equilibrium is the
most efficient outcome for society, why and how do
governments intervene in the operation of some of

these markets? (18)

e T At el aIeR e S @ o 99l /e
W%,@wﬁﬁ%@mﬁ%mﬁa@faﬂz
Y TEAT HEA 87

6. (a) Explain the various grants that will be provided

from the Centre’s resources over the 2021-2026

period. (9)

P.T.O.



1839

(b) How different objectives of general and specifjc

purpose transfers rationalize the need for

intergovcrmnental transfers in a developing

country? (9)

2021-2026@%&%%’?{%%%%@
aﬁar%ﬁﬁﬁragmﬁfaﬁwmaﬁml

(=)

(@) @ sk fafiee SEE RGO & = kA
fyerradia 2 | 37 - AT BRIl <t FraEd H

2 gasgTd T B0
7. (a) Illustrate the efficiency loss caused by the
moral hazard effects of cash welfare

)

system
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(b) Explain the alternative ways of representing the

budgetary position of the government. 9

(%) T FHeAU OTeR B Afw AREH TR F TR B
Ten e B @ fafa S

(@) WER N oy Rufy =1 e &0 & dwfcds
AT F IR Q)

8. Write short note on:

(a) Fiscal Policy statements

(b) Free rider problem

(c) Intertemporal budget constraint

P.T.O.
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