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Instructions for Candidates

s, b

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

2. This paper contains a total of 7 questions. Candidates

are required to answer any FIVE questions.
3. All questions carry equal marks.
4. All parts of a question must be answered together.

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

paper.
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7. Write short notes on any three :
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(a) Failure of competition
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Y IR T WA TR & B TR | o i (b) Marketable permits

(c) Private solutions to externalities

d) Pure and impure public goods 6x3
1. (a) Public Policy serves many functions. Elaborate on @ P P 8 . (6x3)
the allocation and stabilization function of public
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policy. 9

(b) Explain the concept of exchange efficiency. Also ‘ () =t
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show it using the Edgeworth box. )
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(a) Explain the determination of equilibrium level of

output in a three sector economy. 9

(b) Derive and explain the concept of tax multiplier in

the above model. €
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(a) Discuss the tools available with central bank

for controlling the money supply in an economy.

®

(b) Explain the concept of money multiplier along with

the formula. 9
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(a) What is market failure? Market mechanism
fails when consumption is non-excludable and
non-rival. Discuss with the help of appropriate

example. ©)

(b) What is the efficiency condition for public
goods. Derive it using the leftover curve.
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3. (a) Explain positive and negative externality with
suitable examples. Using a diagram, show the
problem of excessive production of goods

generating negative externalities. 9

(b) Explain why subsidies on pollution abatement,
despite resulting in an efficient level of pollution

abatement, lead to inefficient level of output.
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4. (a) What is tax incidence? What are various concepts

of tax incidence. )]

(b) Imposition of a tax into a competitive market
creates a wedge between the price buyers pay
and sellers receive. Explain it in the context of

unit tax and ad valorem tax. &))]
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