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Instructions for Candidates

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

2. Answer 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) Critically examine how legal institutions reduce uncertainty in economic

transactions. Illustrate with examples from developing economies. €))

(b) “Not all legal reforms lead to development.” Evaluate this statement with
reference to institutional efficiency and enforcement capacity. )]
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A government plans to digitize land records in rural areas where ownership
is unclear and disputes are common. Analyse how poor property rights can
distort market outcomes and investment decisions. 9)
Explain how better property rights can improve :

(i) Credit markets

(i) Land markets

(iii) Agricultural productivity (3+3+3)

A mining company provides employment, but it also pollutes the environment,
which affects villages in the surrounding areas. Compare legal liability
rules with market-based instruments (tax/subsidy) in solving this externality
problem. ®)

Design an efficient legal solution, taking into consideration factors such as
transaction costs, bargaining power, and information asymmetry. 9

Why do incomplete contracts emerge even when all contracting parties are
rational? Explain with economic reasoning. ®

Discuss how incentive systems and enforcement systems affect contractual
performance in long-term contracts. 9

A contractor agrees to build a warehouse for 350 lakh. The cost incurred
before the breach is 20 lakh. After the breach, the contractor takes another
project and earns ¥35 lakh. The previous contract would have earned %40
lakh.

Calculate :
(i) Expectation Damages
(i) Reliance Damages
(iiiy Opportunity Cost Damages (3+3+3)

Discuss the impact of different damage rules on economic efficiency and
breach. €))
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6.

Write short notes on any three of the following :
() Transaction Costs and its role in Law

(i) Asymmetric Information in Contracts

Y

(i) Eminent Domain and its Economic Justification

(iv) Bargaining Failure (6+6+6)
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