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

The question paper is divided into three sections and
all sections’ carry equal marks.

All questions are mandatory in Section A. Answer
any 'six questions from Section B and any three
questions from Section C. -

Use of simple calculator is permitted.

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

paper.
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SECTION A (T, ‘@)

Attempt all’questions.

Each question carries 2 marks.
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1.  Which of the following statement best descfrib,es the.

impact of policy changes in Solow model :

(a) Policy changes affect both the long-run level and

growth rate of output peir worker.
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innovation occurring (‘p>0), g is the rate at which
technology frontier expands, v captures relation
between addltlonal years of. schoolmg and wages
- earn_e_ad, y is the per capita output, SK is per capita
savirigs rate, n is the population growth rate, 8 is
the rate of depreciation, o is a Ipositive constant

: and t denotes time.

(b) Assume g=0 and n>0. What is the short and long-
run effect of a one-time perinanent increase in

the stock of labor in the context of the Solow

-model? £ _ * @
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(a) What inferences can be drawn from the following

“equation, of level of output per worker along the

balanced growth path? 6)

" Here A is world téchnology frontier, u is years of

schooling, y is the size of each individual innovation

(0<y<1), p is the aggregate probability of new
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(b) Policy changes do not affect the long=run level of

oufput per worker, but affect the growth rate of

output.”

(c) Policy.changes affect the long-run level of output
per worker but do not affect the growth rate of

output.

(d) Policy changes do not affect either the long-run

level or growth rate of output per worker.
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According to the convergence hypothesis, if two
countries have the same steady state with identical

levels of technology, investment, and population growth

rates, which of the followinig statement is expected to

be true :

“(a) The country that is behind will grow faster than
the .country that is ahead.

(b) Both countries will grow at the same rate.

(c) The country that is ahead will grbw faster than

the country that is behind.
(d) Economic growth will stop for beth countries.
wERT IREEE F ER, AR @ AW ¥ e, Few
2, A Freellag ¥ ¥ - w9 @ 9 A e B
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3.
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Compare the response of ipflation to a temperary
positive output gap using the adaptive expectations
Phillips curve. and the New Keynesian Phillips curve

(NKPC) approach..

s shensl fefrw ww o W wRRE Tk
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(a) Consider a Cobb-Douglas production function
Y=k« (AH)'"¢, where A represents labor-
augmenting technoiogy that grows exogenously at
the rate g and H represents, skilled labor. Show
that if individuals spend a large fraction of their
time in accumulating skills, it wresu&ItS in the country

becoming richer. 5 6)

(b) Discuss some of the ‘stylized facts’ of the US
economy that are also general characteristics of

most economiés in the long Tun. 4)

P.T.O.
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SECTION C (&g ')
Answer any three ‘questions.

Eqch question carries 10 marks.
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1. Answer the following questions in context of Romer

model-

(a) What happens to the grbwth rate of technologiecal

progress when there is permanent increase in the-

R&D share in Romer model. (6)

(b) Explain ‘standing on shoulders’ effect and
‘stepping on toes’ effect. 4)

- W AT @ el ¥ P v @ Ie 9fwe-

() Wit Wi o gfe R T A ? oW IR A
W R YRRl A e gie

(ﬁ)“ﬁ%ﬁﬂﬂ?Eﬁh%ﬁmqﬁ¥%ﬂﬁﬂQHﬂﬁﬁﬂﬁﬁ
R W @ W ITNT e’ w9E (standing on
shoulders) 3K ‘%r,?r ¥ Slﬁ e’ WA (stepping
on toes) H T FRMW ‘

e
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3. Inthe Schumpeter model, value of the patent increases

if : -
(a) Piobability of innovation(p) decreases
~ (b) Size of innovation('y), in'c,reasc_es ‘

() Rat’_e of population pgrowth increases

(d) All of the above
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4. What happens to an economy which has'k > k*, where

Tt 7 et amenme s e o}

k* is the steady state :
(b) Ak is positive, k begins to increase k

(¢c) Ak is negative, k begins to decline

P

(d) Ak = is negative, k begins to increase ' 8. Suppose we have a Cobb-Douglas production function:
. : Y =F(K, L) = KoL!", where 0 < o.< 1,Y = output,
. . . O . /
Qﬁaﬁmawwwé\m%ﬁmﬁk>k*%,wk for K= capital, K .
we ®: o ' _ .
. « (i) Derive the expression for desired capital stock.
(%) Ak R 2, k wgX T 2 . - ) R -
, L ., (ii) What will be the value of desired K stock when

(@) Ak o 2, k e e 2 ) a=0.3,Y=Rs. 5 lakhs and r(rental cost of
capifal) = 0.12. ;

() Ak FOTERE 8, k HEA T B | |
’ | W AT B TR WG hiT - ST hee Y = F(K,
(H). Ak = Frer 8, k T w8 L)_=K“L1fa%:ﬁ13f0<oc<1,¥=amtgz,K=q°ﬁrl
5,  Which of the follbwin'g is a direct implication of the : ' (1) e 1:!\\—,?( we. & e aitela = fHiRkw

Romer model?
- (i) «ifsq K e o 99 =0 B 99 a=0.3,Y=5

(a) Diminishing returns to capital prevent long-term A S Sﬂ'(r(tljﬁ = R FITJTET) =0.12
growth, ‘ . '

‘ } ~ P.T.O.
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The economics of “ideas” is closely tied to increasing

" returns to scale and imperfect competition. Explain.

et e R S RISt SRRl F wa wRw

¥ Focw ¥ 99 g0 T wee HRm

Discuss the reasons which lead to sub-optimal
allocation -of researchers in both Romer and

Schumpeterian models,

¥ IHEUWEEIST B M O %9 e @ Sk o W

A

In an economy following the Romeér model, what is
the rate of technological progress along the balanced
growth path. What is the rate ‘of technological
progress when there is no duplication problem in
research, productivity of researchers is independent

of stock of ideas that have been discovered'in the

past and population growth raté in 0.5%.

S "

3
!
31
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(b) Countries with higher population growth .will

always have higher per capita income.

(c) Growth can be sustained indefinitely ‘through
fechnological advancements.

»

(d) Economic growth is independent of innovation

efforts.

e 3 & o G e v AR 27

(@) TR F e W S g @ e #
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The intermediate goods sector in Romer model is :

(a) Perfectly competitive market

(b) Monopoly market

P.T.O.
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(c) Oligopolistic market

(d) Monopsony market

IR w“rsa ¥ weAad W 8w o 8
Gﬁ)iﬁtﬁwﬁfmaﬂ

(@) veniEhR €eIR

() mmﬁ TR

() P YRR wR

International comparisons of GDP are made by

observing :

(a) Prevailing exchange rates

(b) Purchasing power parity adjusted exchange

rates .
(c) Nominal exchange rates

(d) Fixed excharnge rates

N

12

2.
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How does an exogenous positive téchnology shock
affect Jabour demand in the RBC model?

Wa@mﬁmﬁ@ﬁaﬁmmmﬁwm
a%%%wrﬁam%? ‘

What is stabilization bias in a macro model with a
New Keynesian Phillips Curve (NKPC)? Explain

- commitment vis-a-vis discretion along the adjustment

path in the inflation-output diagram aftei an inflation
shock.

= ARRET TR (RA) @ we de e ¥
Rodenr qafwE W 37 qReAR @ wed @ wm
LEGSI SR waﬁaﬁaﬂmw%wﬁaﬁaﬁw
¥ uREE o IR HRTl .

Under the Schumpeterian model, the existing
intermediate-goods firm that produces the version-i of
a capital good will ‘not purchase the patent for the

new version i+1, Why?

TR Aew & Sicl, Ao HeAael - B o Yo
WS B GO - IeUET Bl B, AY Geww i+1 B fw
Yo E @A HRYT T ?
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SECTION B (w@s ‘w@’)
Answer any six questions.

Each question cairies 5 marks.

T ©8 7wl @1 Fer Ao g@F geT B v 5 Fw &

1. Explain how the convergence hypothesis accounts for -
the narrowing of significant income and growth

differences among a set of countries over time. What

key factors contribute to this trend?

W e 7 SRR iRee wE ® @ W @ T
TE & W9 HEEW A I BEE R W e @
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8. Over modertate periods of time, small differences in

growth rates can lead to:

(2) No differences in per capita in_corpe

(b) Proportional differences in per capita income
(c) .Small differences in per cdpita income

EY

(d) Enormous differences in per_capita income
o m&,maﬁ@é FR Y A w2

(%) W =R g ¥ RE Fw| @

(@) W s o ¥ SR s

P.T.O.
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9. ‘Conditional corﬁzergenée’ pﬁeno_menon is:

() Sl R ¥ aRa

. ((a) Poor .nations growing faster than rich nations
() wEAE TR
(b) Countries converge to same steady -statés
b
(a) = = W

#

{c) Countries conyerge to theif own steddy states

15. In the NKPC ‘model, inflation in the period t can be

(d) Rich nations converge to one steady state and
poor nations convergé to another stéady state expressed as a function of :

p ¥-' - a2 (a) Expected inflation rate in the next ‘period,

»

(b) Discount tate )

(@) R AW R g X AW A W @ W W

-

(@) 3w R R § abwor w § () Ouipnt gap,

Q (d) All of the above
(@) Im s wE @ fer e A s w9 T |
i W ¥, ¢ X g R e @

() SR U TE feR We ¥ sRER wW § SR e . ]
: ¥ e fom S gw 2

T TR R R ¥ s w@
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14. What is the primary cause.of .economic fluctuations in
the Real Business Cycleé (RBC) model?

»

(a) Governmenf spending shocks "
(b) Changes in consumer confidence

(c) Technological shocks

(d) Interést rate policies

1740 11
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11.

Multifac}or productivity growth in the Solow model in

measured by :

(a) "A/A

(b) ‘B/B
(c) *C/C
(d) ‘D/D

®) AA .

(@) “B/B | |

@) -c/c - -
() 'D/D

According to Lucas, a country growing at g percent

per year will double its per capita income every :

-

(2)-100/g years

P.T.O.
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(b) 50/g years

(c) 70/g years

(d) 35/g yéars

qHN ® FIER, U 9§ g uRmE o W A wew aen oW
o Wi = A W B W QN W W

() 100/g a%
(@) 50/g
@(m) 70/g T

(a) 35/g o

12. Whic¢h of the following statements is true for 3-

equation model :
(a) Norole of stabilization policy

(b) Involuntary employment

“(c) Shocks producé equiliﬁrium cycles
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13.

(d) Natural rate of emp‘l,oyment

3~ TR Wew & R AR ¥ - o w
1 |

() ol AR R RS S &
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‘Which assumption -is NOT a feature of the Real

Business Cycle model?

(a) Prices and wages are flexible.

(b) Markets are always in equilibrium.

(c) Economic agents have rational expectations

(d) Monetary policy plays a central role in _output

fluctuations.

P.T.O.




