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Note : Answer questions from both Sections as

directed.

Section—A

Note : Answer any two questions from this Section.

2x20=40
1. What is meant by wages-price rigidities ? Why

do such rigidities occur in the economy ? 20

2. What 1s decentralised household problem in
Ramsay’s model ? How is the golden rule

reworked in this context ? 20

Lot-I P.T.O.
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3. Explain the life-cycle hypothesis. How does
permanent income hypothesis explain
discrepancy in cross-section and time-series

data on consumption ? 20

4. What i1s the fixed rate of exchange system ?
How does it affect the fiscal and monetary

policies in a country ? Explain. 20
Section—B

Note : Answer any five questions from this Section.

5x12=60

5. Explain the short-run Phillips curve with the
help of appropriate diagram(s). 12

6. Elaborate implications of rational expectations

for inflation-unemployment trade off. 12

7. Explain the random walk model for

consumption under uncertainty. 12

8. What i1s Michael Kalecki’s model of political

business cycles ? Explain. 12

9. Differentiate between the following : 6+6

(a) Real vs. Nominal Exchange rates



10.

11.

12.
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(b) Official exchange rate parity uvs.

Purchasing power parity

What do you mean by Social Security ? Can
such a policy help overcome problem of dynamic
inefficiency in an overlapping generations

equilibrium ? How ? 12

Briefly explain Solow’s neo-classical model of

growth. 12

Write short notes on any two of the following :

6+6

(a) Insider-outsider model
(b) Liquidity trap

(¢) Search theory of unemployment
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