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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 in all.

3. All questions carry equal marks.

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

paper.
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(a) Discuss the concept of exchange efficiency as ap

essential condition to achieve Pareto efficiency.

Do competitive markets always have exchange

efficiency‘? Explain.

(b) Discuss the three major functions of fiscal policy

within the broader economic framework.

(10,8)
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2. (a) Discuss how incomplete markets and information
failures lead to market failure. Provide examples

to illustrate these types of market failures.

(b) What are the two fundamental theorems of welfare

economics? (12,6)
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3. (a) Explain the concept of Negative Externalities.
Discuss the three forms of market-based solutions
to environmental externalities that can be deployed

by the government.

(b) Explain the characteristics of public goods and

publicly provided private goods. (12,6)
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4. (a) Discuss the factors that determine the incidence
of a unit tax in a product market in a partial

equilibrium framework.

(b) Distinguish between statutory and economic

incidence of a tax in an economy. (12,6)
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5. (a) What are the conditions of economic efficiency in

a general equilibrium framework? Show how
excess burden may arise due to the imposition of

a tax on wage income as it distorts the choice

between leisure and goods.

(b) Explain the concept of Automatic Stabilizers and

destabilizers of an economy. (12,6)

(3r) T Ggee e W e TEen & WS = 27 U
@ fr 99 s W W I ¥ R wer sifiRew
I I B FEhA 2 i 98 e IR aEge @
@™ T @ faga w3 2

(@) frf sndaeear & wEifed Ruler s sifuar =)

JEURUT & ARAT HTI

P.T.O.




2159 6

6. (a) What is a tax multiplier? How is it related to the
marginal propensity to consume? Calculate the
value of the tax multiplier if the MPC in an

economy is 0.8.

(b) What do you understand by a balanced budget
multiplier and how does it impact equilibrium

income? (10,8)
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7. (a) Explain the concepts of the creation of money by

the banking system and the money multiplier.



7
2159

(b) Discuss the various tools that the Central Bapk

can use to control the money supply in an €conomy,
(10,8)
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Write short notes on the following :

(1) Utility Possibility Curve and Welfare

Maximization
(11) Global Warming

(i) Ability to Pay approach to tax equity.

(6,6,6)
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