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(a) How the budget setting process and corruption
are the source of the excessive public sector

expenditure? (7

(b) Explain the decentralization theorem in context of
welfare gains from multiple fiscal units. How do

individuals vote by their feet? (8)
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6.

(a) Discuss the determination of optimal provision of
public goods and the assignment of tax shares in

the context of Lindahl — Johansen model. (9

(b) What are the concerns raised by Surajit Das

regarding the goods and service tax in India?

(6)
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(a) What are the features of a good tax system?
Elaborate the problems associated with the Indian

tax system. (7)

(b) What factors govern the auditing and punishment
decision for tax evasion by individuals in the
economy? Discuss the role of government in this

context. (8)

P.T:O.



6745 6

(@) =gewn o o e R aegall W R A 6 O
AT IR qA B Ok IS AT T
ElEN

5. (a) Explain the method for providing goods that
are non-rival in consumption but excludable in

nature. (8)

(b) Why lowering the marginal tax rate for the higher
income group may be desirable to design an
optimal tax structure? Explain with the help of a

suitable diagram. (7)
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2. (a) Define compensated demand curve. Compute
dead-weight loss by using a compensated demand

curve. (7)

(b) “If the market is allowed to function freely and
independently, then it will achieve an efficient
allocation of resources and resolve the problem of
externality without the need of government intervention.

Critically examine the above statement. (8)
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3.

(a)

(b)

4

“There is conflict in public preferences between
those who wish to have higher expenditure and
those who wish to limit the burden of the tax.” In
what ways does the magnitude and makeup of
government expenditures mirror the choices of the
majority of people through a political mechanism
that elucidates the expansion of the public sector

within an economy? )]

Briefly discuss the recommendations of fourteenth
finance commission on vertical and horizontal

balances. (8)
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(a) Assume that two firms are located on the same

river and produce the same output. Upstream firm
generates negative externality which affects the
output of the downstream firm. They sell their
output at a constant price of Rs. 1. Graphically
demonstrate that this competitive equilibrium
output is inefficient and shifting labor to the
downstream firm raises total production and

reduces pollution. (7)

(b) How do inverse elasticity rules describe an efficient

way to tax the commodities but not an equitable

way? Explain. (8)

() W A fF A W T & 9@ W e ¥ sk v

£ 3Ieqe 1 IeAE F Bl FTCH B AR
TR I FEA B S IS T H I A
T @Al 21 O dee 1 T @ feR wh
W AT T @ g) welia g f aw wioerd
HIET Ieqe FRIA 2 AR ISALH A A A H
TAART ST A Hel I qgel B R WG FA
B 2

P10,



