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Instructions for Candidates

1. This paper consists of 6 questions. Answer any 4 questions
2. All questions carry equal marks

3. Answers may be written either in English or in Hindi, but the same medium should be
used throughout the paper
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Q1. Can income growth be regarded as an end in itself? Explain. Besides income, what
parameters contribute to the development of an economy? Discuss one of the methods through

which development can be evaluated. What are the limitations of such a computation? (18.75)
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Q2.(a) In the absence of technical progress, a country cannot sustain per capita output growth

indefinitely. Explain this assertion using the Solow growth model.

(b) Consider Country A with national savings rate 24% and capital-output ratio 4. The

economy suffers violent labour strikes every year, so that whatever the capital stock in any



given year, a third of it goes unused because of these labour disputes. If population growth is

2% per year, calculate the rate of growth of per capita income. (12.75 + 6)
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Q3. “Inequality does not follow a deterministic process; there are powerful forces pushing
alternately in the direction of rising or shrinking inequality.” Discuss this statement in the light
of inequality trends of income and wealth experienced by the US and the European economies
in the 20" century. (18.75)
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Q4.(a) In an economy, 80% of the people have annual earnings of $25,000 and 20% of the
people have annual earnings of $150,000. Draw the Lorenz curve for this economy. What is

the Gini coefficient?

(b) (i) Given below are the income data for individuals in country A and country B. Assuming
the poverty line to be $ 125, calculate the Head Count Ratios and the Poverty Gap Ratios for

both countries.

Income of individual i
i=1 i=2 i=3 i=4
Country A 100 110 120 150
Country B 90 120 130 170




(ii) Explaining the imperfections involved in Head Count Ratio as a measure of poverty, discuss

why it still enjoys popularity among policy makers? (10 +5, 3.75)
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Q5. “Because of the tragedy of the commons, environmental problems cannot be solved
through co-operation.” Discuss this statement, and suggest policies to avoid the tragedy of the
commons. (18.75)
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Q6. Write short notes on any two of the following:

a. Structural weaknesses faced by the economies of India and China.
b. The element of secrecy makes corruption more distortionary.
c. Model of deliberate technical progress in explaining the growth of economies

d. Principles of inequality measurement. (18.75/2 each)
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