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Instructions for Candidates
1. All questions carry equal marks (18 marks each).
2. Attempt any five questions.

3. Note: Answers may be written either in English or in Hindi; but the same medium should
be used throughout the paper.
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Q-1 a) Discuss the importance of public sector in correcting the market failure? oM

b) How can we reduce the moral Hazard effects of welfare by increasing the outside options
available to the individuals? Explain IM

Q -2 “Proper assignment of property rights to any good, even if externalities are present, will
allow bargaining between the affected parties, such that an efficient solution can be
obtained”. Discuss the above statement in light of the Coase theorem. 18M

Q-3 a) “Offsetting the consumption-Smoothing benefits of health insurance to individuals is the

risk of moral Hazard” (Gruber). Explain with suitable diagram. 9M

b) How can a country combat the issue of national food security. Explain with some
examples. oM

I

Q-4 “Public goods generate market failure because the non-rival and non-excludability

characteristics prevent Natural market incentives from achieving an allocative efficient
outcome”. Critically discuss. 18 M




Q-5 Write Short notes on any 2 of the following: (9%2=18 M)
a) Pigouvian Tax and Subsidy
b) Flat of the Curve
) Ordeal Mechanism

Q-6 Discuss the major departures in the approach of the 15th finance commission from the
previous finance commissions in determining the criteria for the grants towards local bodies.

18 M
Q-7 The decentralized system is better than centralized one to maximize social welfare. Do you
agree with this statement? Give reasons to support your answer. 18 M
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