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2. Attempt any five questions. 

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

be followed throughout the paper. 

2. ~~~cS"3W~I 

3. ~~-~CfiT"3W~<u~M~~~~~~~~CfiT~~ 

-mm~1 

1. In the land of Xena, there are three inputs to production: capital, physical labour 

and mental labour. Men in have more physical labour power than women, but 

both men and women have the same amount' of mental labour power. 

(a) Who earns more in Xena, men or women? What do these differences depend 

upon? 

(b) Imagine that the technology is such that more capital raises the marginal 

product of mental labour faster than it raises the marginal product of physical 
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labour. As the economy grows over time, its stock of physical capital is 

steadily increasing: How would you expect the relative wage of men to 

women to change over time ? Explain. 

(c) Women have one unit of labour time that they can allocate between raising 

children and being part of the workforce. How would this allocation be 

affected by the changes over time that were found in answer to part (b) ? 

Explain. (2,3,10) 

~ ~ ~ 3~1~01 ~ cfi ~ 'ffi;r mu;r ~: ~, :m{lfttl ~ afu: itHRlcti ~ I ~ ~ 

~anctTWRf~ alfUq:;- :m{IRCfi ~fit,~~ afu:~anM~ ifi'1Ricti ~ 

fi~tl 

(ar) ~~~<:rr~an~q}., alfuq;-~t? ~~~~-qt~CfiB 

~? 

(~) ~ cfiTfurq fcfl sflwP'1cfil ~ tm? t fcfl ~ ctT alfUq:;-~ :tn{lfttl ~ cfi ~ 

~ cfiT ~ ~ ifi'1RfCfi ~ cfi ~ ~ cfiT ~ t I ~ ~ ~ cfi ~ 
~ . . 

~~Cfi«fft, ~ ~~cfi~~~~t I ~cfi~ alN 

~ lACfiR ~an afu: ~ cfi ~ ~ cfi ~ ctT ~ ~ ? ~ cfiTfurq 1 
~ c-. 

(~) ~an cfi 1lRf ~ ~ ~ ~ t lffi fcfl ~ ~ ctT ~ afu: Cfll4:t1Rti cfi ~ 

~'CR~~ I ~\TilT (~)cfi'd'W~~cfi~~cfi~~~ 

~ lACfiR ~ mm ? ~ifStl~~ 1 

2. Discussing the model of rural-urban migration, explain the policies that can lead 

to a situation of full employment in both agriculture and the formal urban sector 

without an urban informal sector being created. (15) 

~ afu: ~ wmr cfi ~ "qt ~ cfiTfurq, ~ ~ cfiT ~ ~ lffi ~ ~ 

3t~1q:cuRct~ ehr;r~gq, ~ afu: ;mq'ii1R'Cfl ~ ihfM~~~cfil~"Cfll\i'FIT 

~~tl 
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3. Why is sharecropping considered to be an economically inferior contractual 

system ? Despite this, why does sharecropping enjoy enduring popularity in real 

world practice ? (5,10) 

~ (sharecropping) cit ~mit~~ (ifctc:t~Cfi ~ CfliT "JfRT \jJfffi t ? ~ 

~' '~' ~ ~ cU~~Cfi ~ ~ ~ cllCflfi!4dl ffl ~ ~ ~ '30RfT t ? 

4. (a) Explain the benefits that would accrue to a landlord by lending to his own 

labourer than lending elsewhere in a developing country's rural market for 

credit. (10) 

(b) Assume that a moneylender in the village of Go hi can earn 10% rate of 

interest if he deposits Rs. 1000 in a nationalised bank, with no fear oflosing 

any of this money. However, he can also lend the same in the informal 

market with the following probabilities associated with repayment: Probability 

1/3 that th.e loan will be repaid with interest, probability 1/3 that only 

principal will be repaid, and probability 1/3 that the loan will not be repaid 

at all. Further, in case that the loan is defaulted upon, there is probability 

112 of recovering from the borrower worth Rs. 500. Calculate the minimum 

rate of interest that this moneylender would charge so as to be indifferent 

between lending in the informal market and depositing his money with the 

bank. (5) 

(ar) fctct~t~nlfk"' ~ct~~~~~~m~ ~cSGT\illlf ~~~ 

cit"3UR~~~~~ctl~~ I 

(Gf) ~ ~ fcfi lTim cS 1jfq ~ ~ ~ ijlli._CflR 1000 ~ ~ (1~4CJ:id ~ ~ "iifliT Cfi«fT 

t ctT 10% ~ Cfi1IT ~ t, ~ ~ cit~ cS cnrf\w cS faRT I 5t("itfch, Cf6 ~ 

~cit "CfJW ct PI+01~Rc:fa ~an ct ~ 314l4iuRCFl GfTiiiR ~ ~ "3'UR ~ ~ 

~: l/3~tfcfi~~cS"ijN~~, l/3~t'Fch"~~ 

~~, alk l/3~tfcfi.~~·~.rnt~ I~ 3ffilCIT, ~Of 

¥f ~ ctl ~ ~, '3UR ~ qffi it 500 ~ ctl ~ ctl ~ }'2 t I ~ ctl 

;:£t"1d41 G{ <tt "1f6RT ~, ~ <:r6 iji5CfiR atrfl4iltRCfl ~ ~ ~ ~ aik ~ 
~ ~ 

~ m ~ \iPif "tfiB ~ ~ \3c:r~"1 m-~ 1 
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5. Explain how the public interest theory of regulation might come to a different 

conclusion regarding emission fees vs. marketable permits as compared to the 

interest group theory. (15) 

'~Pt4Jt'1 \i'HI%d ~· m- W.fiR ~~ ~ ct ~· ctT ~ ~ 3ctt\i¥'1 ~ ~ 
~ ~ ~ 

~~~cfi"-arit~~ 3m1T~1R aH~t? ~~I 

6. "Trade policy is politically contentious because it has important domestic 

distributional consequences and because it generates clashes between values and 

institutions in different nations." Discuss. (15) 

ucxw:JR ..nffi <Ntolfflcti ~ "« ~qli;l~<; t, ~ ~ ct Jf6~4uY ~ fcld{OII6Jicti ~ t 
~ ~ 

alk ~ "46 ~ tm ~ ~ alk ~an ct ~ CCfi(Jq ~ Cfi«iT t 1, OQR&H 
"' 

~I 

7. Discuss and explain the process of causality through which international economic 

integration affects rural poverty, especially in the context of the developing 

economies. (15) 

. 

~ ~ ~ "«, 6td{{tcs{l4 ~ ~q})q){Oj ~~ciT~~ t I 

8. (a) Explain how a policy of lending by the formal sector to economic agents 

who would use these funds to lend in the informal markets, can have mixed 

effects on its impact on the interest rate charged to the small borrowers. 

Discuss three factors on which the net effect depends. (9) 

(b) ForYou is a newly formed credit cooperative which receives partial financing 

from government banks. Members ofForYou can tum to it for a loan if they 

need one. If a borrower defaults on a ForYou loan he is punished, which is 

equivalent to a loss of monetary value F and is also excluded from future 

dealings with ForYou. The monetary return to the borrower of these future 

dealings isS. However, there is no telling whether ForYou will survive in the 

future, its probability of survival being denoted by p. 
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(i) If each member is risk neutral, what is the expected value of dealing 

with ForYou in the future? 

(ii) If a member has an outstanding loan amount of L and needs to repay 

it along with the interest at the rate r, write down the value of his net 

gain from default. 

(iii) Suppose that the probability of ForYou's survival depends on the 

percentage of borrowers who repay as well as the quantum of 

government assistance. Draw a graph with the repayment rate on one 

axis and the survival probability on the other, and show how this graph 

shifts with the amount of government assistance. 

(iv) Show that a credible promise by the government to bail out ForYou 

in times of trouble can lead to an equilibrium in which all 

borrowers repay and little government assistance is actually 

required. (1,1,2,2) 

( ar) '841~1~~ ~ WfiR, ~q=cuRi:h ahf gm ~ ~ CfiT (\iff Ffi ~ -&m CfiT 31;flq=cuRi:h 

erriil'R ~ ~ cfi w ~~.g)~~ ctTI ~ Cfil; ~ ~ ~ ~ cfi ~ G{ lR 

~fiWRf~m-~.gl~"ffi;f~cfit~~~~~~ 

#!lR~m1 

(ar) ~~ (ForYou) ~ "'fq~lf6d fl6i:fil{l "fi'RCf~t, \iff~~~~ ~f1<i'IC54ol 

mta Cfi«fT t I ~ ~ (For You) cfi ~ CfiT ~ ctTI aUq!!qi:fidl m lR ~ crnT ~ ~ 

~.g 1 ~m~~cm;rrcwrn~~ ~m-m~~mr~. \iff 

fcfl~~ Fcfi~mm ~Cffl" ~~~<rcfi~M ~~~~ 
~ ~ 

~~mm I ~~qfficfi~~~~Cfil~~ S t I~~~ 
~ 

GfR ~ m G{ffi ~ t Ffl ~ ~ ~ <f ~ ~ m ~. ~ ~ ~ ctTI ~ 
~ 
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(i) ~ ~ ~ ~ ~ t, C1) ~ ~ ~ ?t cfi twl ~ cfiT ~ 

~ q<:ff t? 

(ii) ~~~cfi~~cfif(Jfu L ~ ~~Cfl1Rltcfi~~~ rt, 
~ Cfl1Rlt Of~ 1R ~ ~ (1'"M cfi ~ ~ ~ I 

"' "" 

(iii) ~~fcti~?tcfi~~cfif~~CWRf~~cfi~ ~ 

~ ~ cfiT ~ 1R m Cfi«''T t I ~ aTeT 1R ~ Cfl1Rlt cfi ~ ~ ~ 
. "" 

arn"~R~~cfif~~~~~m~ ~~~W5 

~ llffi ~ ~ cfi twl qf{qRfu -mar t ? 

(iv) ~ fcti ~ cfi ~ tRCfiR ~ ~ <i CfiT ~ cfi ~ ~ fci:tqflofl~ ~ 

~~m~~~~ri~~~ ~q'ffifq~~~~ 

~ ~ cfiT 3Mli~Cfldl 1?) I 

(3500) 


	001

