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

o R 1] questlon paper is divided into three seetmns énd
all sectlons carry equal marks.

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

4. Use of simple cﬁlc’ulatdr is permitted.

5. Answers may be written either ing-Ehglish or Hindi;

but the same medium should be used throughout the
~ paper. :
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SECTION A (@® ‘#-')

Attempt all questions.

Each question carries 2 marks.
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1.

{

Which of the following statement best describes the

impact of policy changes in Solow model :

(a) Policy changes affect both the loﬁg—rﬁn level and

growth rate of output per worker.

1740 . e

innovation occurring (p(>0), g is the rate at which -
technology frontier expands, y captures relation
Between additional years of schooling and wages
earned, y is the per capita output, SK is per capita
savmgs rate, n is the population growth rate, & is
the rate of deprecmtion a is a posmve constant

- and t denotes time.

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

‘the stock of -Iabor' in the context of the Solow
model? ‘ s (4)
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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)

(- ]u“_a[ﬂew]wzx*(t)ﬁ

n+g+d g

Here A is world technology frontier, u is years of
schooling, v is the size of each individual innovation

'(0 <y<1), uis the a'ggregate probability of new

<)
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(b) Policy changes do not affect the long-run level of
output per worker, but affect the growth rate of

-output.

(¢) 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 identicd:

levels of technology, investment, and population growth
rates, which of the following 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 gi‘ow at the same rate.

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

the country that is behind.

(d) Economi\_: growth will stop for both countries. (
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2.

Compare the response of inflation to a temporary
positive output gap using the adaptive expectations

Phillips curve and the New Keynesian Phillips curve

‘ (NKPC) approach.
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(a) Consider a Cobb-Douglas production function
Y=K* (AH)'"“, where A represents labor-
augmenting tech'nology‘ that grbws'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 results in the country

becoming richer. (6)

(b) Discuss some of the ‘stylized facts’ of the US

economy that are also general characteristics of

most economies in the long run. (4)

P.T.0.
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Answer any three gquestions. ‘
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Each question carries 10 marks.
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1. Answer the following qucstiops in context of Romer( ( 3. Inthe Schumpeter model, value 6f the patent increases

model- ! s

What h to the growth rate of technological
(@) R R T A e (a) Probability of innovation(p) decreases
progress when there is permanent increase in the e

R&D share in Romer model. (6) ) ~ (b) Size of innovation(y) increases

(b) Explain ‘standing on shoulders’ effect and (c) Rate of population pgrowth increases
‘stepping on toes’ effect. (4)
: (d) All of the above
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4.  What happens to an €conomy whic_h has k > k"‘,v

k*is the steady state -

(a) Ak is constant, k begins to inc;'rease.
(b) Ak is pqsitive, k begins to increase
(c) Ak is negafive, k begins- to decline

-

(d) Ak =g negative, k begins to increase

mmmwwaa;aﬁmpk*awk*m'
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The economics of “ideas” is closely tied to-increasing

returns to scale and imperfect competition. Explain.

“faart” ke A S AR R ¥ a2 af
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Discuss the reasons which lead to s.ubaoptimag

allocation of researchers in both Romer and

Schumpeterian models.
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In an economy following the Romer model, what is

- the rate of technological progress along the balanced

growth path. What is the rate of technblogicF‘
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 rate in 0.5%.

1]
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(b) Countries with higher population growth will

always have highér per capita income.

(c) Growth can be sustained indefinitely through

~ technological advancements.

(d) Economic growth is independent of innovation

efforts,
ﬁmﬁmi'&w%ﬁzm'ﬂmﬁi‘mﬁi?
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6. The intermediate goods sector in Romer model is.:
(a) Perfectly competitive mal;ket
(b) Monopoly market

P.T.O.



1740 g
(c) Oligopolistic market

(d) Monopsony market

observing ;

(a) Pt_evaih’ng €xchange rateg

(¢) Nomina] exchange rates

(d) Fixed_ eXxchange rates

Under the Schumpeterian_' model, the €Xisting

; i‘ntermediéfe-goods firm that produces the version-i of

a capital good wijj not purchase the patent for the
new version j+] Why? '
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SECTION B (@E ‘@) - -
Answer any six que&t:‘oﬁs : 8.  Over moderate periods of time, small differences in
Each question carries 5 marks. - ¥y growth rates can lead to :
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(a) No differences in per capita income

[.  Explain how the convergence hypothesis accounts for : (b) Proportional differences in per capita income
the narrowing of significant income and growth . |
c 1 differences in per capita income

differences among a set of countries over tlme What (e) Sma) d. - P P

koy facloms Sontibule to iix trend? ' ( ( (d) Enormous differences in per capita income
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‘Conditional convergence’ phenomenon 18::

(a) Poor nations growing faster than rich naﬁons :
(bi Countries'convérge to same steady statés

(¢) Cbuptries convérge to their own steady states

(d) Rich nations converge to one steady state and

poor nations converge to another steady state
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In the NKPC model, inflation in the period t can be
expressed as a function of :

(a) Expected inflation rate in the next period

() Digcqunt rate

(c) Output gap

(d) All of the above
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14.
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What is the primary'cause of economic fluctuations in
the Real Business Cycle (RBC) modél?

(a) Government spending shocks
(b) Changes in consumer confidence
(c) Technological shocks

(d) Interest rate policies

(w) A A ngz%w-—ami%’m'lﬁﬂm '
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10.

&

Multifactor productivity growth in the Sb‘low model in

measured by :
(a) "A/A

(b) 'B/B i

(c) ‘CIC .

@ DD

o |

(=) "A/A

(@) 'B/B

| () -cic

(=) 'D/D

According to Lucas, a country growing at g percent

per yeér will double its per capita income every :

(a) 100/g years

P.T.O.
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(b) 50/g years
(¢) 70/g years

(d) 35/g years
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Which of the following statements is true for 3-

€quation model :

(a) No role of stabilization policy
(b) Involuntary erﬁplo’yment

(¢) Shocks produge equilibrium cycles

1740 13

13.

* (d) Natural rate of employment
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Which assumfmon is NOT a feature of the Real

Business Cycle model'?
( ’a) Pri'ce§ an,d'w.agf-:s are flexible.
' (B) Ma'rkets'arg ‘.always in equilibrium.
(¢) Economic agents have rational €xpectations

(d) Monetary policy plays a central role in output

ﬂuctuatlons



