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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.
3. Parts of the question to be attempted together.
4. All questions carry equal marks.
5. 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) Explain the concept of a legal dispute and identify the main elements involved
in it. ©)
(b) Critically analyse how incomplete contracts and asymmetric information
together shape the incentives for breach in contractual relationships.  (9)
2. A factory emits smoke that affects a nearby laundry business by dirtying freshly

washed clothes. The factory can install pollution-control equipment at a cost of
Rs.50,000, while the laundry can install protective filters at a cost of Rs.20,000.
Assume that both parties can negotiate without any transaction costs.
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In one scenario, the law gives the laundry the right to clean air. In another, the
factory is given the right to pollute.

() Identify the efficient solution to this problem. Explain with reasoning.

(i) If the laundry has the legal right to clean air, explain how bargaining will lead
to the efficient outcome.

(iii) If the factory has the legal right to pollute, explain how bargaining will take
place and the final outcome.

(iv) What key principle of the Coase Theorem is illustrated by this example?
Explain clearly. (5+5+4+4)

3. (a) A designer agrees to create a collection for a retailer for Rs.9,00,000. The
designer spends Rs.2,50,000 before the retailer backs out. The designer
sells the collection elsewhere for Rs.6,50,000. It is also known that before
entering into the original contract, the designer had received an alternative
offer from another buyer willing to pay Rs.8,00,000.

Determine :
() Expectation Damages
(ii) Reliance Damages

(iii) Opportunity Cost Damages (3+3+3)

(b) Critically analyse the concept of efficient breach of contract. Illustrate your
answer with examples of favourable and unfavourable contingencies where
breach may be more efficient than performance. Also examine why parties
may deliberately choose not to include explicit contractual terms to address
such contingencies. €))

4. Why is government intervention justified in cases of market failure? Should
intervention occur in perfectly competitive markets? Discuss additional grounds
for intervention when markets are inadequate. (18)

5. (a) Examine the role of market-based mechanisms and eminent domain in the
process of land acquisition and transfer. Critically evaluate the advantages
and disadvantages of each from a governance perspective. %)
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(b) Discuss the impact of legal certainty and transparency on economic
growth. 9

Write short notes on any three of the following :
() Specific Performance under contract law

(i) Intellectual Property Rights

(iif) Fairness and Justice under Property Principle

(iv) Bargaining Theory (6+6+6)
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