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6rii* ftsfrtlr
1 E{T rrr{- q;r * m ff sc{ Rs rrs ffuRq rqm vt qq-<r

rgmqroftfrq r

2. u.*rr6qd&nfu{rfrdA *{rr$€$+ wt'wrr* r

s. <is6'tarft pn sffi fll refu €tfrnff EEcS *t
re(ezrtFdfrrnr{.*3-m€ftq r (

a. qnrRur +dt+.r * scclr d oyR t r

s. . Eir rrFr-q?r z6r var wtfr qr Efr ffi sc. qlcr + Afrc, efr-{
v$ c-trt qr crt:fi v*. ff rt+ qrBs r

sECTroN A (r[(r '6.')

Attempt all questlons.

Each question carries 2 marks.

qtt rF,i w aa dfus t y;{rq yw * frr z ,ra f,r

(

Which of the following statement best describes the

impact of policy changes in Solow model :

(a) Policy changes affect both the long-run level and

growth rate of output per worker.

,1

(b) Assume g:0 and n>0. What is the short and long-

run effect of a o'ne-time permanent increase in

the stock of labor in the context of the Solow

model? (4)

(n) <gfrr ffor{ cq + ilne{r oA ryfro frrtc d wt *
ffiRm (tfiq + wr ffq{ ffi vr ffit l?

,

tlt
v-(t)= SK !evo A.(t).

n+g+6

qd a tue ffiffi ftqr 3, u q* ffrqr + s{ l,
y y-&o qEmrn rrrFm tnr irt6r * (o<y< I), p

qg ;rsER fr* 6 w mrc-{r t (P0), g s6 (( *
frr w frdffi frqr cr frwn *n l, v q* ErHr

P.T.O.
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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

savings rate, n is the population growth rate, 6 is

the rate of depreciation. a is a positive constant

and t denotes time.(

(
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(c') w do*vrrrr 3-flqEr rmFr y=6o 14gyr-" 16 frrn
6idq, il6r A crc-I& (t-it' fi sRfffu€ 6.{dr t
rfr g fr e{ + Efrild rc +Ea-fr * *t H grm nr
6r nRftkq 6rdr *r rn ads fr ce qRt qq+ffiq

6r vs {ST frRr 6trd Fqc q.e+ arfi-d q.r+ *, A (

Es6,r qRrnr t{r ltft q{il il

(e) uifrfr steaery * Es {iffc-{ n4{ c{ q-ul dfrs
* vt rcc + monn wffi * wqrer ftis<tq.

rt *& *r

(a) What inferences can be drawn from the following
equation of level of output per worker along the
balanced growth path? (6)

(c) 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.

t7 40 3

v'(t) = {"vu A'(t).
g

furRfrr il * ott-qr q'q-+ffi frsi{ + ftfr cRqff +
rqir $T rq+ rr€fi sot{ 6.,((r *:

(o,) fffrrrd qRqtr{ nfr qho. serrt t ffffim rflr sk
ft6rq 

"( 
dit- d yqrH-e o.<i tr

( t l *erm qaqtyn r*frm vererd ffffio wt qd

rffi6 qfr Eti *, tfrq vsrm d gfr Et * u*rA"

o-d ir

(T) {fum cft{+{ cR crfrr, eflr?q * ff{,nR-+ mr. sil

xqrR-d o,A i *fr-twerar fr:fr st d eqrRd rA
t-tt il

4

(

a/l-a
SK

n+g+6

l'l

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

(0 < y < l), g is the aggregate probability of new

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

(

P.T.O.
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(q) {R.rd cffi? ffi qfts viqrfi * frffio' wt qr

Frr< Er si crnFd <dl 6't} St

According to the convergence hypothesis, if two
countries have the same steady statc with iaenticl,
levl:ls of technology, investmcnt, 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 grow at the same rate.

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

the country that is behind.

(d) Economic growth witl stop for both countries. 
I

sfrg<q cR'6-s{ * r3qn, qE A m" i- *frffi, frfu
dt F{r@r EA cr + Tcm w{r- * wq rrqr< Rn ffi
*, q) ffikr i * oh-sl r6e6 s;q itt 6 srtlnr *:

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.

ergqfr uten* ftfrrt s-m eir a *ifum frfrw
e-fi (q-{-+frff) gGr+}ur or sq+.r o-d c{ iren*

{tfiRrf,F6 qrrcge or-d( + frsT{rdR d ffifrur d ga-<r

dtuqr

(a) Consider a Cobb-Douglas producrion funcrion

Y:K'.t (AH)r-d, where A represents labor-

augmenting technology that gtows 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. (o)

(b) Discuss some of the 'stylized facts' of the US

economy that are also general characteristics ol.

most economies in the long run. (4\

2

2

3

(

(m) u} tv fr& * m wi <r& tn tfr 6-tr i tff t chnr

2t

(

P. T. O.
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SECTToN c (ds tr')
Answer any three ques tions.

Each question carries l0 marks.

Ad'Sn m*'rr var d&sr r*a'rr * ro #a li

Answer the following questions in context of Romer

model-

(a) What happens to the growth rate of technological

progress when there is permanent increase in the

R&D share in Romer model. (6)

(b) Explain 'standing on shoulders' effect and

'stepping on toes' effect. (4)

tm mrd + reil { ffikd vr+ + 3fl( ABq-

(o) r+-ffi rrrfr fr EE qr tnr Fn ahr * ws tqr {ffir

tsnGAffiirvregE*ft*r 
(

(r<) 'alkm rrrfr c<+ + fts cE+ t q& rrs v{€ Aqr.6l

ERI qIkI IFE( 61 3sfr{ 5q4' vq-q (standing on

shoulders) *r '+ff t iflIt {6-{' vrln (stepping

on toes) d qq dftSr

(q) *t- ?n qqm q( + frsrt qttr

(rt) c} ?u qrt t cr fr& uri ?u fr gr+ + +S + q*.nr

(q) *ir- ?fi- + Rs aff-6 Rqr< 16 lrvtrl

In the Schumpeter model, value of the patent increases

if:

(a) Probability of innovation(p) decreases

(b) Size of innovation(y) increases

(c) Rate of population pgrowth increases

(d) All of. the above

Sfr-.r {rd t, tte cr 1iq q6 wfl + qR:

(t.) a<rvn d wr+{ (p) mt *ft *

(rE) qqqR rnr qFfiR 1y; aem t

(n) uruer gE ct n qffi *ft t

(v) wt-m mft

1740 5

( (3

(

P.T.O



1740

,Yl:::'**, 
to an economy which has k > k*, whereK rs the steady stale :

6
4 1740

19

(a) Ak is constant, k begins to increase

(b) Ak is positive, k begins ro increase

(c) ak is negative, k begins to decline

(d) Ak = is negative, k begins ,o,n"."u."
tS lr{q-qrqr q,r wr +dr * B
rtr *, 

rs* k > k* *, Erd k- fur

(6) Ak fu *, k ra-i aror *
Ak sFrerr6.*, t c-a+ a.nt *

(q)

(T ) at :Eun-f,s *, k s?+ d,* I
(q) Ak - Eqrdrr *, k e_-d+ il.rdr *

Which of the foljowing is a
Komer model? 

direct implication of thc

(O Drm;n1.1ring returDs to capital prqvent long-term

fu rfea q.r s-gv@r <is sr
crr * Hq ffi r.rh o* 

* +, {-EFft &-fl(

.. qr d0 t us n=*,rr u 

* * *r ro-{-+1 qqh *
rilu"-df,, * Tfl?s* n*,..T.ut* 

s T{sr T& *,

u-rn@r Ee .. o.o% - J y .,s **- + *s dr

( (

8 Supppr" we have a Cobb_Dot
Y = F(K. ., _ ;;:: ;::ras 

producion function:

(i) Derive the expression for desired capital stock.
(ii) What will be the value c

o = 0.3,y = Rs. 5 rakhs 
desired K stock when

. capital)n0.12. 
and r(rental cost of

(

5

qm dfrs fr rqrt qrc qiq_
L) = f(o1r.a l: vur o.owvicE{!6','mrY=F(K.
(i) u,*" tsem * fr 

'' v= e'c$c' K= {sr

(ii) s,*( r elo qr r,-' 
T nR frfrql

rc+ ft .km .frX*'.;,:; :;,;,,

(
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The economics of "ideas" is closely tied to.increasing

returns to scale and imperfect competition. Explain.

"ffi" lnr fl&rn" ffi nt{ ff rM { c!fr rR.En

+ frm''.6r t Esr giflr;1 qq frBvr

(
Discuss the reasons which lead to sub-optimai

allocation of researchers in both Romer and

Schumpeterian models.

In an economy following the Romer model, what is

the rate of technological progress along the balanced

growth path. What is the rate of technoloBicl'

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 Ol5o/o.

t7'40

(b) Countries with highbr population growth will

always have higher per capita income.

(c) Growth can be sustained indefinitely through

technological advancements.

(d) Economic growth is independent of innovation

efforts.

(a) Xff + qc+ cRs-d ffqffi gf d tmt lr

(rs) BF v-{rel gk sr& ?fr { *{n ffi qk iflIc

irfu6'*.tr

(rr) Eq-eff rrrfr * qrqq + fr6m d irBR{fr q,n 16'

q{g rqr m rq-dl tt

(v) arffir fr+rs qsrqrt qqr& t €d" tiil lr

6. The intermediate goods sector in Romer model is:

(a) Perfectly competitive market

7

5

6

7

(b) Monopoly market

P.T.O.

18

Ytqr<tt d ff+*lr frfrs u] +rt \q {Amq-{++ ni€d

t qg*nro-at* * re-*q t ot swfi fr sk + sr+

*r

ffikc + + 6t{+{r mrd r c-dln ffM A?

(

(
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(c) Oiigopolistic 
marker

(d) Monopsony m6*s1

fu rfsfr + qqs-ff qro ** scr Etil *:
(o) Wf cRrtfi arqR

(e) qmrD-fltq|qR

(?r) ilerftq'r crft.

(s) *dr qml&s. crqE

comparisons of GDp are made by

(a) Prevailing exchange rates

(bl purchasing 
power pari

rates 
ty adjusted exchange

(c) Nominai exchange rates

(d) Fixed exchange rates

1740 
t7

2. How does an exogenou
arfect rabour il;';;'J""-ij technolosY shock

meFqta {nmro- dAfu
+) *+ ,,Cc s.Gn A? 

ffH-e,or,ffifftrHi 
rnqcrrr

What is stabilization bias iNe* K.ynesian-;;;.,,;;.' 
;1,.: ::::: 

."der with a

commirmenr 
",._u-";; ;;;;,;l've. 

(NK PC )? Expr,i,

:;j: J:''"', 
;;; :" il;: ;ilff :-,|i::H J,"J

A d+Rc-{ ftfr"o fi-4 /a_rE
non** o*H-*lT*f * .'q +*i rrrd r

Y*. *." #u"#* * c-'+ * Erd

+ vhi-ddr 

" 
*}''#|{,*i 

cel * qM h+s eff gil{

Under the Sch umpeteri ainrermediare-s;r.;'ffi;;1' modei' rhe cxisring
a capirat ** *,1,'.", ,ilj,^""t'::'the 

version-i o"r

new version i+ 1. wh;; 
t"rchase the patenr lor rhe

8

(

3

7. In terna tional
observing:

I

(

(

gAtfu{rfsa + silfd, +dE

""+"*.,,#;ffiffi#flTff.ree <fr q0ilrftr orrq corgs?
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(q) ws(

(rt) arYcgr €rd(

Sf,cTroN B (<ir tF,)
Answer any six questions.

Each question t.arries 5 mark.s.

l&a? sF wql w wtt flfrr,r n*o r:€ + Ag s #6 p/

Explain how the convergenc€ hypothesis accounls for
the narrowing of significant income and growth
differences among a set ofcountries over time. Whar

key factors contribute to this trend? (

Hq d&s fr flfrff{ur cR*trir wq * qnr iT} + qfi
vqr * {-{ arq4 wm ft Amr rfi cil 6c 6.r+ *

9

T{-d +{3Fm * ffi$t gd-{r ftq au d ffi t:
(a.) rufur frfr{q d

(q) mq nk rrar qcrAfud frfr{q A

(rr) rrqqrd ffRqq d

(u) frkr PRm d

Over moderate periods of time, small differences in
growth rates can lead to :

(a) No dilTerences in per capita income

(b) Proportional differences in per capita income

(c) Small differences in per capita income

(d) Enormous differences in per capita income

1740
(o,) wrff ime t riqrRrd lEr€fifr ?(

(

8

I

(

fts *+ tu+eli *ar ir sq e-Efr f si-{-+ E3c itrr(6

+IRm 6{+ *?

cqt ilq& i, frmm cr + Aa **t t * vc-f,r't:

(o,) yfr qk qrc + ot{ il-r( nff

P.T.O.

(v) oviw vrft (

(u) rR qRr orq t flrCcrfrm Erfl
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(q) vR qRa qrq $ d ffi

(q) cR qk wq i rtt irlil{

'Conditional convergence' phenomenon is :

(a) Poor nations growing faster than rich nations

(b) Countries converge to same steady states

(c) Countries converge to their own steady states

(d) Rich nations converge to one steady siate and

poor nations converge to another steady state

'qstt iflfr({ql'qcq *& *:

(o) qfrt ?u) d gffir + +ff t {6 tt rtq trt

(te) tlr Yrrr frrt *€ { flfrt<"r m'{+ I

(rr) in on* Eq + tur +( i- sfusirr q-d *

(q) qft <rq s5 frq( er + qfrttur tl+ * qk rrk

q$ftRfrtsnmrule,A*

1740 15

qr<fft qIqR Tr (irmftfr) mrd t qlffio' 3tm-Tdn ?fi

srqfr6. q,I{ur @r *?

's) fistt F{ + fl-d+

(iE) sqq]frr fr{sw + cR{d{

(rr) <-o-ffi rc*

'(q) qm sr {Rci

15. In the NKPC model, inflation in the period t can be

expressed as a function of:

(a) Expected inflation rate in the next period

( ) Discount rate

(c) Output gaP

(d) All of the above

\q+ftff.rfisa +, flsfu t + grrdR o} frt q-eq * w

l0

9

(

d qm frqr vr t+'m *:

(
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(rr) arffi-+ v+& * (#q( sM *fr C

(q) {Fo {B urrege i s-rn-v.6n t +r1c {nfl ftnfi

14. What is the primary cause of economic fluctuations in

the Real Business Cycle (RBC) model?

(a) Gov6rnment spending shocks

(b) Changes in consumer confidenpe

(a)'AlA

(b)'B/B

(d)'D/D

ffi frrd { <gmrro's€{rcs-ff gA fr.td r<r qm vrm

B:

(rr) 'AiA

(() 'B/B

ot<-ff uriun qrRR6' qrqr {fi frsfi d R}6rdr {e
*?

(o) frrit' *( c-s-$ n*ft ?r

(re) arun 6*{n {-Sd{ i dti tr

10. Muttifactor productivity growth in the Solow model in

measured by:

(
C/C

(c) Technological shocks

(d) Interest "rate policies

( (q) 'DlD

(a) 100/g years

P.T.O.

1l

(rr) 'clc

1i. According to Lucas, a country growing at g percent

per year will double its per capita income every:

(

(
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(b) 50/g years

(c) 70/g years

(d) 35/g years

(t) t00/g l{

(q) 5o/s c{

(r) 7ols st

(s) 35/s qS

Which of the following statements is true for 3_
equation model :

(a) No role of stabilization policy

(b) Involuntary employment

gsr€ + iEqR, ,fr e{ g rft{rd Eft Er t c-a} srdr ilr
srrff yh qfu qrc o1 rt cro *gar t-t *rn:

1.7 40 l3
(d) Natural rate of employment

s-{frfir drd t frc mrfuRe t t +t+-m inrFr {_fl
(*

(6) tuto.<ur {h fr +$ tftdr {&

(e) attum +wmr

(q) ffrqril rrga-t qo, vtrq fi+ i

(s) t-wn * npfro et

1 
'l) Prices and wages are flexible.

(b) Markets are always in equilibrium.

(c) Economic agents have rational expectations

(d) Monetary policy plays a central role in output
fluctuations.

(

13. Which assum/tion is NOT a featuie of the Real
Business Cycle model?

12.

(c) Shocks produco equilibrium cycles

(

t2


