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1-

The sampling distfibution refers to -

{(a) the distribution of the various sample sizes which might be used in a given study
(b) the probabiﬁty distribution of a statistic

{c) the distribution of the values of the items in -the population

{d) the distribution of the values of the items actually selected in a given sample |
A student discovers that his grade on a recent test was at the 72nd percentile. If 90

students wrote the test, then approximately how many students received a higher grade
than he did?

(a) 65
b) 25
© 72
@ 71

The chances that you will be booked for illegal parking in the central market are 1/3,
During the last nine days, you have illegally parked every day and have not been
booked. On the tenth day, you again decide to park illegally. The chances that you will
be caught are '

(a) greater than 1/3

(b) less than 1/3

{c) equal to 1/3

{d} equal to 9/10

Beena's average score after 8 class tests is 84. In her first seven class tests, Beena’s
average score was 85. In her last class test, Beena scored

(@) 82
(b) 81
c) 84
(4 77
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For the next four questions, Nos. 5 to 8, consider the following :

Y and X are random variables. Assume that the data generating process is as follows :

Y =a + X + u, where (i) o and § are parameters and (ii} u is an error term with mean zero that is
uncorrelated with X,

Your dataset consists of the following 10 observations :

Y

2 4 6 -1 4 1

X

3 3 3 3 5

Given the above dataset, you estimate o and B by ordinary least squares Let @ and § denote
respectively the estimates of a and .

5.

The value of [3 is equal to

(a) 4
b) 1
© 2

(d) None of the above

The value of & is equal to

(@) 3
b) 5
© 2

(d) None of the above

The coefficient of determination (i.e, R2} is equal to

(@) 1

b) O
(€ 172
d) 2/3

The expected value of Y given X = 7 is equal to

(@) 7
b 14
() 3
@ o
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10.

11.

The set of all subsets of the set of all subsets of the empty set is

{a) the empty set
{b) a set having a single element
(c) a set having two elements

(d) None of the above

The condition used to assess the likely impact of a currency devaluation on the balance
of trade of a country is

(a) the Hawkins-Simon condition
(b) the Modigliani-Miller condition
{c) the Arrow-Debreu condition

{d} the Marshall-Lerner condition

The capital adequacy ratio for banks included in the Basel Guidelines is defined as

{a) the ratio of a bank’s equity to its total lending
(b} the ratio of a bank’s equity to its total deposits

(c) the ratio of equity and other specified forms of capital to the total assets of
the bank .

(d) the ratio of equity and other specified forms of capital to the sum of assets

weighted by an index of risk
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For the next five questions, Nos. 12 to 16, consider the following :

Consider the Solow growth model with no technical progress, a constant rate of depreciation of
capital d, a constant rate of growth of the labour force n and an intensive production function
Ut) = Aln {1 + k(t)], where A is a positive constant, ift) is output per unit of labour at time ¢ and
k{t) is capital per unit of labour at time t. Suppose we replace the assumption of a constant
saving rate in the economy by the assumption that workers earn only wage income and
consume their entire income while the remaining income accrues to non-workers who save their
entire income. Assuming that factor rentals are equal to respective marginal products, answer
the following questions :

12. Suppose the parameters n and d have the values 0-02 and 005 respectively. Which of
the following is a necessary and sufficient condition for the existence of a steady state
growth path [with positive output) in the model?

(@ A>0-07

(b) A/(1+A}>0-07

(c/ A/(1+A4)>0-03
d) In[A/{A-1]>0-07

13. Suppose the parameters n and d have the values 0-01 and 0-01 respectively. Assuming
that a steady state growth path exists, which of the following is a necessary condition
for it to be unique and stable? ‘

a) A/(1+A)>0-02

by A/(1+A)>0-2

(¢ In[A/(A-1)]>0-02
{d) None of the above

14. Suppose Economy 1 and Economy 2 have identical values of n and d but Economy 1
has a higher value of A. Suppose in both economies there exists a unique and stable
steady state growth path. Which economy has a higher rate of interest along the steady
state growth path? .

{a} Both economies have the same steady state rate of interest
(b) Economy 2
{c) Economy 1

(d) More information is necessary to answer the question

5 [24
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15.

16.

17.

Suppose Economy 1 and Economy 2 have identical values of A and d but Economy 1
has a higher value of n. Suppose in both economies there exists a unique and stable

steady state growth path. Which economy has a higher rate of interest along the steady
state growth path?

(a) Both economies have the same steady state rate of interest
(b) Economy 2
(c) Economy 1

(d) More information is necessary to answer the question

Suppose Economy 1 and Economy 2 have identical values of A and n, but Economy 1
has a higher value of d. Suppose that in both economies there exists a unique and
stable steady state growth path. Which economy has a higher rate of interest along the
steady state growth path?

{a) Both economies have the same steady state rate of interest
{(b) Economy 2
{cy Economy 1

(d) More information is necessary to answer the question '

Consider the following optimization problems :
(i) Maximize f(x, i) subject to x-2y=1and 3x +2y=11
(i) Minimize f(x, i} subject to x —2y=1and 3x +2y=11
Which of the following is true?
(a) ‘The two problems have the same solution _
{b) The solutions to the two problems are different
(c) Neither of the problems has a solution

(d) Nothing can be said about the solutions to the problems unless the objective

function is completely specified
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(18,

19,

In a garden, there are three kinds of roses—red, yellow and white, No matter which 9
roses are selected at least 2 of them are white; and no matter which 10 roses are
selected at least 2 of them are yellow; and no matter which 11 roses are selected at least
2 of them are red. How many roses are there in the garden?

(a) 11
(b) 12
() 13

{d} None of the above

Which of the following pairs of economies were India’s two largest trading partners in
each of the last three years {2008-09, 2009-10, 2010-11)?

(a) China, USA
(b) China, UAE
(e} UK, USA

{d} Germany, USA

For the next two questions, Nos. 20 and 21, consider the following :

Suppose S be the set of all real numbers greater than O and less than or equal to 1. Let x be
defined as any real number which is less than or equal to every number in the set Sand let y be
defined as any real number which is greater than or equal to any number in the set S.

20.

21.

The smallest value of y is
aj O

b) 1

(c} greater than 1

(d) None of the above

Which of the following is true?
(a) The number which is equal to the maximum value of x belongs to the set S

(b) The number which is equal to the maximum value of x does not belong to the set S
(¢} The maximum of x does not exist

/34

{d) None of the above
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22,

23.

The equilibrium price of water guns in a perfectly competitive market is Rs 15. Each
producer has an identical production function where Long Run Average Cost {LRAC) =
Marginal Cost (MC) at a value of Rs 20. What will happen to supply and price of water
guns in the long run?

(a) Each firm will continue producing where LRAC = MC; no entry or exit occurs
(b) Firms will leave the market, causmg a decrease in supply until price equals Rs 20
{c) Firms will enter the market until supply increases to fill the extra demand

(d) Since equilibrium price is less than the minimum LRAC, the industry will shut

down

Suppose in a set of 4 alternatives {x, y z w}, x and y are Pareto-optimal while z and w
are not. From this we can infer that

(a) x is Pareto-superior to z

(b} x is Pareto-superior to w

(c) x is Pareto-superior to both z and w

(d) None of the above

For the next 3 questions, Nos. 24 to 26, consider the following :

A student has taken 5 courses—Philosophy, Biology, Economics, Mathematics and Literature.
She studies for these courses according to the following pattern :

24,

Every week the student studies for exactly three courses.

If she studies Biology in a week, then she also studies Philosophy that week.

If she studies Economics in a ;iarticular week, then she does not study it in the
following week.

In any particular week she studies niot more than one of the subjects studied in the
preceding week.

Which of the following is a possible sequence of combinations for the student in the two
successive weeks?

(a) Week 1 : Philosophy, Biology, Economics; Week 2 : Biology, Matflematiés;
Literature

(b) Week 1 : Philosophy, Biology, Mathematics; Week 2 : Philosophy, Biology,
Literature

(/) Week 1 : Philosophy, Mathematics, Literature; Week 2 : Philosophy, Biology,
Economics :

(d) Week 1 Biology, Mathematlcs, therature, Week 2 Philosophy, Economics,

2 34
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25.

26.

27.

If the student studies Philosophy, Biology and Economics in the first week, which of the
following combinations must be studied in the third week?

{a) Philosophy, Bioclogy and Economics

{b} Philosophy, Biology and Mathematics

(c) Philosophy, Economics and Mathematics

{d} Economics, Mathematics and Literature

if the student studies Philosophy, Literature and Mathematics in the first week, whxch
of the following combinations must be studled in the eleventh week? '

(a) Philosophy, Literature and Mathematics

(b} Philosophy, Biology and Mathematics

{c)} Philosophy, Economics and Mathematics

(d) Economics, Mathematics and Literature

Transfer pricing refers to
(a) tariffs that change the value of goods when thef/ are traded
(b) the movement of factors that causes changes in price

{c) the over-pricing or under-pricing of goods in intra-firm cross-border trade of
multinational companies

(d) the price at which skilled and professional workers are transferred by companies

Which of the following may be considered to be a central tenet of monetarism?
(a) It is difficult for the central bank to control the money supply in the economy

(b) A rise in the quantity of money leads to a proportionate rise in the price level in the
short run

{c) The quantity of money does not affect real output in the long run

{d) The money demand function in the economy is unstable

3/34
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29,

30.

Consider a two-person game where player 1 has two strategies, s and t; and player 2 has
two strategies, u and v. Suppose it is given that (s, 4} is a Nash equilibrium and (¢, v} is
not a Nash equilibrium. From this we can infer that

{a) at least one individual is better off in the outcome corresponding to (s, u} compared
to the outcome corresponding to (t, V)

(b) both individuals are better off in the outcome corresponding to (s, 4) compared to
the outcome corresponding to (¢, 1}

{c) outcome corresponding to (¢, ¢) is not Pareto-optimal
{d) None of the above

Consider an economy in which-—
National income is Rs 1,00,000
Net output taxes and tariffs amount to Rs 8,000
Depreciation is Rs 2,000 |
Net income received from abroad is Rs 5,000

The GDP at market prices (in rupees) of this economy is

1

(@ 1,00,000
(b) 1,05,000
(© 1,15,000
(@) 85,000

For the next two questions, Nos. 31 and 32, consider the ‘following :

The table below provides figures on gross fixed capital formation in current and constant
{1999--2000) prices in India between 1993-94 and 1999-2000 :

31.

Year Current Constant
1993-94 185402 272111
1994-95 224423 303156
1995-96 291174 352767
1996-97 318948 360490
1997-98 351713 382150
1998-99 398511 410407

1999-2000 456416 456416

By how much did the weighted average price of capital equipment rise between 1993-94
and 1999-2000? 7 :

(a) 41 per cent
{(b) 47 per cent
{c) 52 per cent
{d} 61 per cent

I0/34
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32,

The rate of increase of capital goods prices in the penod after 1996-97 relative to the
period before 1996-97

(a) was faster
(b) was slower
{c) was the same

{d) cannot be estimated from this table

For the next two questions, Nos. 33 an¢d 34, consider the following :

Let X and Z be subsets of the set of real numbers. A function f from X to Z is non-decreasing if
and only if for any two elements x and yin X, x greater than yimplies that f(x) is greater than or
equal to f(y). A function f from X to Z is non-increasing if and only if for any two elements x and
yin X, x greater than yimpilies that f(x) is less than or equal to f{i). A function f from X to Z is
increasing if and only if for any two elements x and yin X, x greater than yimplies that f(x) is
greater than f(y.

33.

34.

35.

Which of the following is true?
(a) A function cannot be non-decreasing as well as non-increasing

(b) A function is non-decreasing and non-increasing if and only if the range of the
function is a singleton set

(¢} A function is non-decreasing and non-increasing if there exist two distinct
elements x and y in the domain which have the same functional value

(d) A function is non-decreasing and non-increasing only if there exist elements x, y, u
and v in the domain such that x>y, f{x)> f(y, u>v and f{u) < f{Y

Which of the following is true? .

{a) A non-decreasing function is aiso an increasing function _

{(b) An increasing function is also a non-decreasin_g function

(¢} A non-decreasing function is not an increasing function

(d) An increasing function is not a hon-decmasing function i

The effective rate of protection afforded to an industry in any economy is computed by
comparing

(a) value added at domestic prices with value added at border prices

(b} the rate of customs duty with the rate of domestic sales and excise duties
(c} the domestic price of output with its border price inclusive of import tariffs
{d} the domestic price of output with its border price excluding import tatiffs

I [34
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36, - If the fiscal deficit in an economy increases -
{a] this will necessarily lead to an increase in the current accoﬁnt deﬁcit
(b) this will necessarily lead to an increase in inflation

{c) this will lead to an increase in the current account deficit if thére is no change in
the private savings-investment balance

(@) this has no bearing.at all on the current account deficit

For the next five questions, ‘Nos. 37 to 41, consider the folIoWing text :

“The relation between agnculture and manufacturing industry offers the clearest and simplest
case of balance needed for economic growth. In & country where the peasantty is incapable of
producing a surplus of food above its own subsistence needs theré ‘is little or no itlcéntive for
industry to establish itself; there is not sufficient market for manufactured goods. Conversely
agricultural improvements may be inhibited by lack of a market for farm products if the
non-farm sector of the economy is backward or undeveloped Each of the two sectors must try
to move forward. If one remains passive the other is slowed down.

It is important in this connection to make a clear distinction between two concepts that are
frequently confused : the marketable surplus and the investablé surplus ‘The farm ‘sector’s
marketable surplus of farm products determines the volume of non-farm employment,
including manufacturing and other activities. It reflects simply the farm sector)s demand for
non-agricultural commodities. This is the concept that is relevant for the balanced growth
principle.

An investable surplus of farm products represents =m act of saving in the faim sector. It &h
conceivably result from a transfer of surplus labourers from the farms to capltal construction
projects : a food surplus may then arise through forced or voluntary saving in the farm sector
for maintaining the workers engaged in capital projects. This is the concept relevant to the
problem of capital supply. It is obvious that even a large marketable surplius of food need not
involve any saving by the farmers. It presents a very helpful inducement, but does not in itself
create the means, for capital investment outside the agricultural sector.”

(From Ragnar Nurkse : Balanced and Unbalanced Growth)

37. In this passage, Nurkse argues that lack of a marketable surplus in agnculture mh:blts
industrial growth because

{a) it causes terms of trade to move against industry
(b) it does not provide a market for industrial goods
() agriculture depends upon industry to demand its products

{d) the peasantry is usually incapable of producmg a surplus above its own

subsistence needs :
12|24
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9.

41,

Why does Nurkse make a distinction between marketable surplus and investable
surplus in agriculture? .

{a)
(b}

(c)
{d)

Because without investable surplus there cannot be balanced growth

Because ensuring enough marketable surplus is what is necessary for balanced
growth

Because a large marketable surplus creates an inducement for capital investment

Because a food surplus always transiates into saving by the farm sector

According to Nurkse, agriculture's marketable surplus determines the volume of non-
agricultural employment because

(a)

-(b)

(¢}

()

it represents the demand for non-agricultural goods and services

employment has to be divided between farm and non-farm sectors accordmg to
capital intensity enabled by saving in the farm sector

it enables the transfer of surplus la.bour from farms to capital construction
projects :

otherwise there would be a lack of agricultural improvements

According to Nurkse, capital investment in non-agriculture

@)
(b)

(©

(d)

"This

(a)
(b}

(c)

()

_is diret_:fdy related to the level of d_evelopﬁ_lent of agriculture

is directly related to saving in the farm sector

ia the difference between the mvcstable surplus and the ‘marketable surplus in
agnculture

has no relationship to agriculture
particular argument of Nurkse - , :
is relevant only in a closed economy.

is relevant in an open economy i there is a binding balance of payments
constraint

is relevant in an open eéonomy if food can be easily imported and exported

| 3/3‘?

is always relevant in an open economy
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12.

43.

45.

X is a positive integer satisfying the following -conditions :

i) 50<X=<79
{iij If X is a multiple of 2 then 50< X <59
(iiij If X is not a multiple of 3 then 60< X < 69

(ivy If X is not a multiple of 4 then 70< X <79

Therefore, we can infer that

(&)
(b)

(c)

{d)

‘X=55
X=65
X=75

None of the above

In terms of current annual human-caused Greenhouse gas emissions

(=)
(b)
(c
(d)

the US is responsible for both the highest per capita and total emissions
the US is responsible for the highest total (but not per capita) emissions
China is responsible for highest per capita and total emissions

China is responsible for the highest total (but not per capita} emissions

The Ricardian Equivalence Theorem has implications for the effect of

(@)
(b)
(c)
(d)

chang"es"ih government expenditure on private consumption expenditure
changes in the rate of rent on the rate of profit
changes in the productivity of land on the rate of rent

capital accumulation on the terms of trade between agriculture and industry

Which of the following statements is necessarily true of an economy in a liquidity trap?

(a)
(b)

(c)
(d)

A rise in real balances has no positive effect on private consumption expenditure

A rise in government expenditure does not crowd out private investment
expenditure

The supply of money is determined by the demand for money in the economy

The real rate of interest is a negative constant

1v)3Y
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For the next two questions, Nos. 46 and 47, consider the following :

There are two individuals, 1 and 2. Each individual has an initial endowment of 30. There is a
machine with the following property : Should individuals 1 and 2 provide respectively
endowments x, and x, to the machine, the machine first computes the aggregate contribution,
Xy + x,. This done, the machine responds by providing each of the individuals fresh
endowments equal to 5(x, + xz)lf 2, Thus the utility of individual i from the contribution profile

(xys X5) 18 Ujlx;, x5) = S(x; + xz}l/ 2 +{30 - x;). Note also that the endowment given to the
machine by individual i x;, cannot exceed her initial endowment of 30.

46.

47.

48.

49,

Which of the following contribution profiles (x,, x,) maximizes the sum of the utilities of
the two individuals, U {x,), x,) + Uy(x;, x5} ?

a) (30, 30)
(b)) (15, 15)
(c} (0, 25)

(d) None of the above

Suppose the individuals make their respective contributions, x; and x,,
simultaneously. This means that when an individual chooses her contribution level, she
is unaware of the contribution level chosen by the other person. For this
simultaneous-move game, which of the following contribution profiles constitute a Nash
equilibrium?

{a) {15, 15)

() (0, 29)

(€} (25/8, 25/8)

(d} None of the above

In Keynes’ theory of aggregate output and employment determination in the short run
an increase in the equilibrium level of employment in the economy is always
accompanied by

{a) a rise in the equilibrium value of the real wage rate
(b) a fall in the equilibrium value of the real wage rate

{c) a rise in the equilibrium value of the total wage bill .
{d} a fall in the equilibrium value of the total wage bill

If you minimize the function f{x) = x, subject to the condition that 0 < x < 3, what is
the optimal value of x?

{a) 0O-1
(b) 0O
fcg ©-0001 .

{d) There is no such optimal value , o

15/2Y
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For the next two questions, Nos. 50 and 51, consider the following :

There is a monopolist who faces the demand function D(p) =2/ p

50.

51.

52.

53.

If the monopolist can produce any non-negative amount of output and if the cost of
production is zero for all levels of output, then the optimal monopoly output is

{a) zero
{b) one
{c) any positive level of output

(d} None of the above

If the monopolist can produce any non-negative amount of output and if the average
cost of production is one for all levels of output, then the optimal monopoly output is

(a} zero
(b} one

{c) any non-negative level of output

{d) No such optimal output exists

Let f be a twice differentiable real-valued function defined on the set of all real numbers
greater than or equal to O and less than or equal to 1. Suppose there is a unique x* in
the domain of f at which f‘(x*) = 0. Which of the following is true?

(a) f attains the maximum at x*

(b} If f”{x*) >0 then f does not have a maximum value

{c] I f(x*} is greater than f(0} and f{l) then f attains the maximum at x*

(d) f may not have a maximum value

Suppose both A and B are convex sets. Then which of the following is true?
(a) A intersection B is always convex

(b) A union B is always convex

(c) Complement of A is always convex

(d) None of the above

1634
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For the next two questions, Nos. 54 and 55, consider the following :

Three teams, each consisting of two players, contested in a tournament. Players were named A,
B, C, D, E and F. The teams belonged to countries X, Y and Z. The following information is given
regarding the teams :

54,

55.

56.

57.

58,

(i) Players A, B and C all belonged to different teams
(ii} Players A and D belonged to different teams

(iii) Players B and F belonged to different teams

({iv) Player F belonged to country Z

{v) Players A and F belonged to different teams

(vi) Player D belonged to country X

(vii) Neither player B nor C belonged to the winning team

Which country won the tournament?

@ X
b Y
o z

- (d) Cannot be determined on the basis of given information

Who was B’s teammate?

(@ D
(b) E
© F

(d} Cannot be determined on the basis of given information

Suppose A is a proper non-empty subset of the two-dimensional Euclidean space. Then
which of the following is true?

(a} A is a compact set if and only if A is closed and bounded

{b) A is a compact set if and only if A is closed but not bounded

{c)] A is a compact set if and only if A is bounded but not closed

{d) None of the above

Which of the following sectors contributes the most to gross domestic saving in the
Indian economy?

(a) Household sector

(b) Private corporate sector

{c) Public sector

(d) None of the above

The variables gender, skin colour and eye colour derived from a sample of men and
women in a workforce study are

{a) continuous variables

(b} non-ordered categorical variables

{c} ordered categorical variables

{d) interval scale variables

1734
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59,

60,

61.

62.

63.

Suppose a consumer’s preferences over commodities 1 and 2 can be represented by the
utility function Ulx,, x,) =min {x,, x,} + max {x,, x,}, where x,, x5 2 0. The prices of
the two commodities are 1 and 2 respectively and the consumer’s income is 150. Which
of the following is true?

(a} At the optimum, the consumer should consume 150 units of commodity 1 and
none of commodity 2

(b) At the optimum, the consumer should consume 75 units of commodity 2 and none
of commodity 1

(c) At the optimum, the consumer should consume 50 units of commodity 1 and 50
units of commodity 2

(d) At the optimum, the consumer should spend equal amounts on the two
commodities

The current account of the balance of payments of a country is equal to

(a) the difference between exports and imports of merchandise

{b} the difference between exports and imports of goods and services

{c) the sum of the balance of trade and capital inflows

(d) the difference between the increase in foreign reserves and capital inflows
Which of the following assumptions about the error term is not part of the so called
‘classical assumptions’ in the linear regression model?

(a) It has mean zero

(b) Its value for any observation is independent of its value for any other observation
(c) It has a standard normal distribution

(d} It is independent of the explanatory variables

One of the primary considerations of the Reserve Bank of India in determining the

nature of monetary policy is the rate of inflation in the economy. During the years
2010-11 and 2011-12 the Reserve Bank of India has

{a) decreased the repo rate and increased the reverse repo rate
{b) decreased the reverse repo rate and increased the repo rate
{c) decreased both the repo rate and the reverse repo rate

{d) increased both the repo rate and the reverse repo rate

The European Union represents
{a} a monetary union

(b) a market in which goods and factors are supposed to move freely within the union
{¢) a fiscal union

(d) oniy a political grouping
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64. The least squares estimator of the slope coefficient is unbiased means that:
(a) the estimated slope coefficient will always be equal to the true parametei‘_' value

{b) the estimated slope coefficient will get closer to the true parameter valiie as the
size of the sample increases

(¢} the estimated slope coefficient will be equal to the true parameter value if the
sample is large

{d) if repeated samples of the same size are taken, on average the value of the
estimated slope coefficient will be equal to the true parameter value

65. According to the latest large sample survey of the NSSO, between 2004-05 and
2009-10, total women’s employment in the country {according to principal usual
status}

(a) increased
(b} decreased
(c) remained the same

(d) increased in rural areas but decreased in urban areas

66. Which of the following is true for the equation x -Inx=17?
(8 x=2and x=4 are the two solutions of the equation
(b) x=11is the unique solution of the equation
(c) The equation does not have any solution
(d) None of the above

For the next two questions, Nos. 67 and 68, consider the following :

Consider the following two-player simultaneous move game. Player 1 has two pure strategies,
viz., ‘Up’ and ‘Down’. Player 2 also has two pure strategies, viz., Left’ and ‘Right’. The payoff
matrix is provided below. In each box the first letter is the payoff to player 1 and the second
letter is the payoff to player 2.

Player 1/Player 2 Left - -Right
Up (a, b) (c, d)
Down (e, ) (g,

67. For Player 1, the strategy ‘Up’ strictly dominates strategy ‘Down’ if and only if
al a>eandc>g
b) a>eand c<g
{0 azeandcz2g

(d) None of the above

la)3Y4
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68. The strategy profile {Down, Right] is a pure strategy Nash equilibrium, if and only if

69.

TO.

@ gzeand hzad
b) gzcand hz f
(¢ gze g<c,hzdand hzf

d) g<eand h<f

In a world with only two goods, the slope of the Production Possibility Frontier (PPF)
represents

(a) the added efficiency of producing one good compared to another
(b) -the opportunity cost of a technological change
() how much more one prefers the good on the Y-axis to the good on the X-axis

(d) the opportunity cost of producing one good in terms of the other

Suppose that 100 people live in a village where an election is being held. 51 villagers
support the conservative candidate (4) and 49 support the liberal candidate (B). The
candidate getting the most votes wins. In case of a tie the winner is decided by the toss
of a fair coin. A villager gets a payoff of +10 units of utility if her favourite candidate gets
elected and a payoff of -10 units of utility if the opposition candidate gets elected. But
voting is a nuisance that costs voters one unit of utility. Those who stay at home and do
not vote evade this cost, but are rewarded or punished just the same as those who
shoulder the cost of voting.

Which of the following statements is correct for this particular game?
{a) In the above game nobody choosing to vote is a Nash equilibrium outcome

(b) In the above game there is no Nash equilibrium outcome in which everybody
chooses to vote

(c) One pure strategy Nash equilibrium outcome is as follows :

All the supporters of the conservative candidate vote for A and all the
supporters of the liberal candidate vote for B

(d) None of the above
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1. What is the probability of getting at least one six in & single throw of three unbfased
dice? .

@ 1/6
(b) 125/216
{c) 1/36 |

@) 917216

2. Two squares are chosen at random on a chessboard. What is the probability that they
have & side in common?

8 1/18
(b) 64/4032
() 63/64

@ 1/9

3. Which one of the following does not define y as a function of x?

@ x2+y=16

) y=(x-3>-1

& x+y=3

@ x=y?




Question Nos, 4-6 are to be answered on. the basis of the following information :

Let X and Y be random variables with E[X] = |, var[X] =2, E[Y] = 10, var[Y]

Let U=X+Y and W=2X+3Y.

4.

E[W] is

(a)

{b)
{c)

@

32

11

2

30

var[W] is

(a)
(b)
(©
@

68

44
48

16

6. covlU, W] is

7.

(a)

- ()

{c}
(d}

26

0

-26

=4 and coviX, Y) =2

Suppose we know that |a - L|< cand |b - L|< d. Which of the foilowing statements will be
enough to imply that ja-b|<e?

(9)
®)
(c)

@

c+d<e
Either d<c+e or c<d+e
c+dse

le-dl<e
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‘Question Nos. 8<12 are to bé‘ answered on the basis of the following information :

An exclusive club is trying to pick its members from the social elite. An exact election
mechanism has been agreed upon that will ensure the entrance of only the most suave

members from the Groups A, B, C, D, E, F, G arid H. Bemg in’ or ‘out’ of the club is determined
by the following rules :

If A is in, then G is out.
If H is out, then B is in.

If D is out, then E is out.
If H is in, then C is in.
If B is out, then G and D are out.

8. Which of the following is a complete .g_roup of peoplé who could be in?
{a) AF, G
) F G H,C,E, D
© EDHCB.

d G, D, FE

9. If B is out, then who must be in?

@ A
b) C
{ct D
@ E

10. If E and G are in the club, then what other two people must also be in the club? S

{a) B, A

® G H
© C,F
d D, B
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11.

13.

14,

B and D are out of the club, then which of the following must be &ue? ]
(a) At lea;lgt two people are in the club |

(b} At least three people are in the cﬁib

(c) At most four people are out of the club

(d} At most five people. are out of the club

If seven people are in the club,l then who could be out?
a) A
®t B
©0 E

@ c

Suppose u{x, i) and v(x, ) are two utility functions. If both u(x, 1) and Ux, Y are

homogeneous of degree r, thcn s, h=ulx, h+uix, dis -

{a) homogeneous of degrec r

" (b) homogeneous of degree (r— 1
{c} homogeneous of degree zero
{d) None of the above

‘A monopolist faces a demand curve g(p}=1/p. He incurs a éost of Rs 3 per unit of
_output produced. There is no fixed cost. His optimal output choice is

(a) 2"

® 3

© O

-~ (d) L No such _opﬁmal output exists

—2.5/34



15.

16.

17.

Let x, y and ¢ denote real;numbcrs.-lf x<y+e forale>0, thcn

@ x>y
(b} x=<y
g x>0

(d) Cannot say anything from the given information
Consider the following statements about a two-person simultaneous-move game in
which each person has two pure strategies : ‘

(i 1If the game has a unique Nash equilibrium which is Pareto-dominated by some
other strategy profile, then it is a. pnsoners dﬁcmma game.

({ii) If the game is a prisoners’ diiemma_géme, then it has a unique Nash equilibrium
which is Pareto-deminated by some other strategy profile.

Which of the following is true?

(a) (i) is true but (ii) is false

(b) (i) is .false but. (ii) is &ue

(c) Both (i) and (ii) are true

(d) Both (i} and (ii) are false

The sum of the twelve vectors that go from the centre of & clock to the hours 1:00, 2:00,
, 12:00

(a}) is the null vector (0, 0)

(b} is the sum vector (1, 1)

(¢} is the vector (s, s), whgrg s = the Sum of the integefs from 1 to 12

(d) is the vector (¢, t), where t = the average of the integers from 1 to 12
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i8,

19.

20.

The sample mean is an unbiased estimator for the population mean. This means

(@)

(b)

(©)

(@

the sample mean always equals th'e.pOpulation mean

the average sample mean, over all possible samples, equals the population mean-

the sample mean is always very close to the population mean

None of thé above

Supreme Court refused to hear a challenge tq High Court’s decision approving a tnal
judge’s refusal to allow a defendant to refuse to speak. .

Which of the following is true?

(a)

)

©

)

(a)

{b)
(©

@

-3

The defendant has the right to speak-
The defendant does not have the right to speak

Whether the defendant has the right to speak or not cannot be determined on the
basis of the given statement ‘

None of the above |

‘In a simple linear regression model the slope coefficient measures

the elasticity of Y with respect to X
the change in Y which the model predicts for a unit change in X
the ratio Y /X

the value of Y for any given value of X
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21. The best way to recognize whether or not a varlable is growing exponentially over time is 3
by

{a) plotting the variable against time and looking for a straight line pattern

(b} calculating the least squares regression line of the variable against time and
examining the residuals

(c} plotting the logarithm of the variable against time and looking for a straight line
pattern

(d} plotting the variable against time and looking for a non-linear pattern

22. Suppose ufx, i) and yx, 1) are two ufility functions. If both u(x, 3} and uv[x, 1) are
quasi-concave, then m(x, 3} = min{u{x, Y; 4x, Y}

(a) is quasi-concave
(b) is quasi-convex

(c} is quasi-concave, if x < y and quasi-convex, if x> y

{d} None of the above

Question Nos. 23 and 24 are to be answered on the basis of the following information :

" Let f and g be two functions defined for all real numbers, where f(x) = 1+ x and g(x} = 1- x.

23. df @)=
(8) -1
(b) -2
c} 2
@ 3

24.  qOf¢-9=

(@ 1-¢2
B 1462 i
© (-4 ;
) (1+42 3

8/34
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25.

26.

27,

Let X, Y, Z be statements. Suppose we know that X implies Y, and that'Y xmphes Z If
we ‘also know that X is false, we can conclude that

(a)
(b)
()
(@

Y is false

Zis falsc ‘
Both Y and Z are false

None of the above

Under the asst.imption that the market rate of interest is 10%, what is the present
discounted value of the following stream of returns?

At the end of first year—Rs 2,000
At the end of second year-—Rs 4,000
At the end of third year—Rs 5,000

@
(b)
(c)
(d)

Rs 8,880
Rs 10,000
Rs 9,275
Rs 9,880

Let x and y be two arbitrary real numbers, Consider the following two statements :

(

(i)
(a)
(b)
()
(@)

If x and y are both irrational numbers, then x + yis also an irrational number.

If x and y are both irrational numbers, then xy is also an irrational number.
Both (i) and (ii) are true |

Both (i) and (i) are false

(i) is true and (ii} is false

(i) is false and (ii) is true

If the saving propensity is 14%, the increment capital output ratio is 4, the population
rate of growth is 3%, there is no technical progress, and there are constant returns to
scale, then

@)
(b)
(©)

@

warranted rate of growth is greater than the natural rate of growth
warranted rate of growth is less than the natural rate of growth
warranted rate of growth is equal to the natural rate of growth

None of the above

9.9/34




29,

30.

al1.

32.

33.

R RN IS I

India’s share in the world’s manufacturing output in 1900 and 1750 was respectively

(a)
(b)
{c)
(d)

7% and 25%
25% and 55%
2% and 55%
2% and 25%

Suppose one wishes to prove that f all X are Y, then all Z are W. To do this, it would

suffice to show that

(@)
{b)
{c}
d)

allZa.rcX,andallWareY_
all Y are Z, and all W are X
all X are Z, and all Y are W

all Z are X, and all Y are W

Let X and Y be statements. If we want to disprove the claim that ‘X implies Y’, we need
to show that

()
(b)
()
{d)

X is false

Y is false

X is true, but Y is false
Y is true, but X is false

Let X and Y be statements. Which of the following strategies is not a valid way to show
that ‘X implies Y'? '

(a)
(b)
(c)
(d)

Show that some statement Z implies ¥, and then show that X implies Z
Show that either X is false, or Y is true, or both
Assume that X is false, and Y is true, and deduce a contradiction

Assume that X is true, and Y is false, and deduce a contradiction

Let X and Y be statements. If we know that X implies Y, then we can also conclude that

(a)

(b)
()

(@)

X is true, and Y is also true
if X is false, then Y is false
if Y is true, then X is true

if Y is false, then X is false

)0/34




Question Nos. 34-36 are to be answered on the basis of the following pay-off matrix, where each

‘of the two players 1 and 2 have two pure strategies each : -

Player 2

BL 327
ap J{1, 1) 2, 1}

s .
é’ ag (ll 2) (212}

34 Determine, which one is correct

35.

36.

()

(b)

()

(d)

{@,, B,) is not a Nash equilibrium
{oty, By} is not a Nash equilibrium
{,, By) is not a Nash equilibrium

None of the above

Determine,; which one is correct

()
(b)

()

@

Choice of o) by Player 1 and of fi; by Player 2 leads to a Pareto-optimal situation
Choice of o, by Playef 1 and of §, by Player 2 leads to a Pareto-optimal situation
Choice of o, by Player 1 and of B, by Player 2 leads to a Pareto-optimal situation

Choice of o, by Player 1 and of §, by Player 2leads toa Pareto-optimal situation

In this game

(a)
b)
(©)
(d)

all Nash equilibria are Pareto-optimal

there is no Nash equilibrium

there is no pay-off configuration which is Pareto-optimal

All strategy configurations which lead to Pareto-inefficient pay-off configurations

are Nash equilibria
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37.

38.

39.

41.

A consumer’s utility function is ulx, Y) = minfax, by}, where a'> b > O and x and yare the |

~ quantities of goods 1 and 2 respectively. Both goods have the same price, namely, 1.

The consumer’s income is also 1. The consumer maximizes his utility subject to the
budget constraint. What is his demand for good 1? ‘

@ 1
(b) . 0
ab
(c) m y
b
Ry

The function f(x) =|x +al where 1>a> 0 is continuous over the interval
(@) (oo o9

(b) {~a, a) but not over (s, =}

() [-a, a] but not over (—os, o)

(d) (0, 1) but not over (~es, =}

The function f(x) ={x +a}, where 1> a > 0 is differentiable over the interval

@ (o )
b) (-aa
© [ad
@ 11

If log,g x=a and log?“x = b, for some x > 0, then the ratio a/b is
{a) inci'easing function of x '

{b) decreasing function of x

{c) constant independent of x

{d) unless the value of x is specified we cannot say anything about the ratio

The function f(x) =log,, x is differentiable over the interval
(@ (== =)

[B] (-a, a), where a>0

() [-a a), where a>0

d (0, 1)

0




42.

43 L]

45.

A8 X ~> +e0; f(x) = J.c-logl'o x

(1) monotonically tends to +oe

(b) tends to 4= but not rﬁonotonically
{c) monotonically tends to 0

(d) tends to 0 but not monotonically

L’ef f)=x-10%, x >0. As x = +oo, f(x)
(@) monotonically tends to —

(b) tends to —e but not monotonically
(c) monotonically tends to O |

(d) tends to 0 but not monotonically

There are three commodities—the first commodity has a negative price, —1 per unit; the
second commodity is priced at +1per unit, while the third is priced at +2 per unit.

Income of the consumer is Rs 100. Determine, which one of the- followmg is false :

‘(a) It is feasible for the consumer to consume positive amounts of each of three goods

{b) It is feasible for the consumer to consume 100 units of good 1 and 200 units of
good 2

(c) Itis fea31ble for the consumer to consume nothing of goods 1 and 2 and 60 units
of good 3

{d) It is feasible for the consumer to consume 100 units of good 1 and nothing of
goods 2 and 3

A monopolist has an inverse demand curve given by p = 32- 5q, where g stands for
quantity of output and p is the ‘price per unit of output. The monopolist has no fixed
cost and his marginal cost is 7 at ail levels of output.

Which of the following expresses the monopolist’s proﬁt as a function of output?

(@)  32-5¢%-7q

) 32-10g
ic_) 25q-5¢%
(d) 329-5¢%-7

~33/34 -




46.

47.

48.

49,

From a2 b >0, it can be inferred that

(@ {a+b)/22Vab

(b} f(a+b)/2>ab

© (a+H/2zab

(d) None of the above

A firm has a production function, g4 = x + 2y, where g, x and y denote the quantities of
output, factor 1 and factor 2 respectively. If the price of the factor 1 is Rs 10 per unit

while the price of the factor 2 is Rs 5 per unit, what will be the cost of producing
20 units of output?

(&l Rs 50
(b) Rs 40
(c) Rs 100

{d) None of the above

1
A firm has a production function, g = xé Y2, where g, x and y denote the quantities of

output, factor 1 and factor 2 respectively. If the price of the factor 1 is Rs 6 per unit
while the price of factor 2 is Rs 3 per unit, in what proportions the two factors should be
used to maximize profits?

@ E=1 .
Y

b =2
y
x_1

(¢ ;—2

(d) There is insufficient information for the required calculation

A firm has a production function, g = AK °'5L1'3, where g, K and L denote the gquantities

of output, capital and labour respectively, and A is a positive constant. Such a
production function exhibits '

(a) decreasing returns to scale and diminishing marginal product of K
(b) increasing returns to scale and diminishing marginal product of K
{¢} increasing returns to scale and increasing marginal product of K

(d) constant returns td scale and increasing marginal product of L

}4/34
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51.

52.

53.

54.

A monopolist has a demand curve with constant price elasticity of absolute value 4. At
the profit-maximizing level, the monopolist charges a ‘price of Rs 60 per unit of output.
What is the marginal cost at this level of output?

(a} Rs 235
(b). Rs 136
{c) Rs 4>
(d) Rs 54

Black economy has the following effect :

{a) Raises the savings propensity and the investment rate in the economy

(B) Raises the savings propensity but lowers the investment rate in the economy

(c} Lowers the savings propensity and the investment rate in the economy

(d) Lowers the savings propensity but raises the investment rate in the sconomy

Lét A and B be sets. When we say that x is not an element of ANB, it means
(é} x belongs to neither A nor B

(b) x belongs to exactly one of A and B

{¢} x does not belong to A or x does not belong to B.

(d) None of the above

Let A be the set {f(x)|0r< x < 1. To say that y is an element of A, means
fa} yis between‘ Oand 1 |

(b) () is between O and 1

{e) yis between f (d) and f(1)

(d) None of the above

Let f: X - Y be a function, a.nd' let B'be a subset of Y. Let x be an element of ' I 'I(B)f
Then it follows that '

(a) Xx is an element of B
® [B=x |

e} fx=B

b)) f(x) is an element of B

35 /34




Question Nos. 55-57 are to be answered on the basis of the following information :

Let R; denotes the ranking (ordering) R; of individual { over alternatives x, y z, w;
i€e{L234567 )

R, : (ajzw

 yzux
: zufxy)
! (ap 2wy
D yzwx
D suxy)
Fxglzw)

(Alternatives inside the parentheses are indifferent to each other. If an alternative is written to
the left of another alternative, then the former is preferred to the latter))

55.

57.

The set of Pareto-optimal alternatives, with respect to the set of alternatives {x, y z wj}
and the set of individuals {1 2, 3 4, 5 6 7}, is

(@)
(b}
{©
)

{x, z}
{y 2)
{x u}

None of the above

The set of Pareto-optimal alternatives, with respect to the set of alternatives {x, z w}
and the set of individuals {1, 23 4,5 6§ 7}, is

{a)
(b)
(c)
()

{x, z}
{x, W}
w 2}

None of the above

The set of Pareto-optimal alternatives, with respect to the set of alternatives {jc, Y 2 w
and the set of individuals {}, 4, 7, is

(8)
(b)

)

(dj

{x Q}
{v 2
{x, 2z}
None of the above
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(d) ‘None of fhe.goove

(a) savings ._double-

- ) and B= (), 2} Then we have
' (a) ‘1B

B teB

o 1gA

Between two periods in a closed eoonomy everybody s propensxty to save doubles, while '

'investment remains unchanged As a result -

(b) income doubles :
3 (c) ‘savin'gs remain unchanged

(@ income remains unchanged

In an economy where capital and labour are the only factors of production, we have for o

‘a pért:cular period . | ‘ -

Capital stock :

- Output-capital ratio : 04
Employment : 200 . o C
Wage rate : 1 o B v S

The rate of proﬁt in the economy is

E(a) ) 5%

® 10%

© '29%,'

{dy There is not enough information to calculate the rate of proﬁt‘ -

— — '37/34*’




61,

62.

63.

\

In & rectangular array (matrix) of distinct positive numbers, which has m rows and n
columns, let x denotes- the largest of the smallest number in ‘each column

.~ [i.e., x = maximum of {x |je{} 2 - n} and x j is the smallest number in column j})

and y the smaliest of' the largest numher in each. row [i.e., y=minimum of
{y;lie {}, 2 .-, m} and y; is the largest number in row 3}]. Then one can infer

(@) x2y S ;
(b): yzx ‘

) x=y

(d) None of the above

Suppose in both the closed economies A and B annual real income (¥) is equal to the
sum of anrual real .consumption expenditure (C) and annual real government
expenditure (G). Suppose in both A and B, C=100+0-5Y and the government
purchases 100 units of final goods and services per year. However, while in A the goods
and services purchased by the government are used to build roads and bridges, in B
they are used for birthday celebrations of public servants,

What are the equilibrium levels of ¥ in Aand B?
(8} A:400, B:400 |

(b): A:200, B:200

(c). A:400, B:200

(@) A:200 B:400

Current account balance of 'payménts deficit of an open economy is

{a) deficit of foreign trade + inﬂow of foreign direct investment

(b) imports of goods and services - exports of goods and services + depletlon of forelgn
- exchange reserve _ . ‘

(c} imports of goods and services - exports of gobds and services + external assistance
- and foreign commercial borrowing

(d} imports of goods and services — exports of goods and services — net remittances out

of factor incomes received from abroad
|

_ }8/34 |
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Questlon Nos., 6466 are to be’ answered on: the basis of the. followingpar&ﬁ'omTheEconomic —
Survey 2010« o

- India is a country wl:nch will be severely 1mpacted by chmate change This, pum add:tlonal_ e
h,urdles in its developrhental path in- addition to the challenges of poverty eradication and
growing population. The projected nnpacts climate change cut across various sectors* ‘natural

‘systems such as coastal areas, water resources, forests, agnculture and health. With a large - ‘

agrarian’ populauon, India is vulnerable to changes in weather parameters. Further, rainfall, -
variability and meltmg of glaciers will impact replenishment of nvers, thereby affecting

availability of water in river basins and watersheds. In India, most of the rivers flowing in the
northern regions are dependent on snow and glacial melt, thus climate change threa:tens the
perennial nature of these rivers. This has huge unphcations for agnculture and allied activities

and resultant livelihoods. This is a serious concern for an economy that is ¢ied to 1ts natura] o

resource base along its developmental path

C

'64.  The primaxy issue déélt with in.sthis para.is sfbou{
& ﬁldpulation growth
@) climate change e
@ aﬁéﬁ!mm g | |

() glgciefs'

5. It is\ax.-gugd in the,'paia that climate change will by itself
(a) incfeas;:"poveréy | - R | h R
- {b) wﬁl make no dlfference to poverty in India
(ﬁ)‘ 'put hurdles in. the way of poverty eradication

4 reduce mequahtleg in society

66, It is argued in the para _fhat climate change is a result of

@ large agrarian poptﬂatidn'
(b) India’s long coast line
(c} lots of glaciers in the mqmtﬁns

{d) None of the above




67. Let Pinm)bea property about two integers n and m. If we want to prove that ‘for every |

integer n, there exists an integer m such that P(n, m) is true’, then we should do the
following :

(a) Let n.and m be arbitrary integers. Then show that P(n,m} is true
(b} Find an integér m such tl'.lat'P(n,m). is true for. evéry integer n

(c) Let nbe an arbitrary mteger Then find an :nteger m possibly dependlng on n such
that P(n,m) is true

(d) Find an integer n and an integer m such that P(n, m) is true

~ Answer Question Nos. 68=70 on the basis of the following information :

Let C, LY, G, TR, TA, Yd, X and M denote consumption, investment, output, govemment
purchases, transfer payments by the government, taxes, disposable income, exports and
imports respectively. Let C= 100+ 0-8Y,;; 7 = 50, G=200; TR=62-5,TA= 0- 25Y_ X=0,M=0

68. Equilibrium level of Y is

(@) 1750
(b) 750
{¢) 1000
(d) None of thé above o N B

. 69. The value of the multiplier is

(@ 5
(b) 25
© 125

{d) None of the ahove

~ 70. The budget surplus is

@ -50
(b) -1375
@ -12-5

(d} None of the above
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4,

‘ If a group of countnes abolishes-trade barners bctween memselves and set common

(a) a common market

~(b) puts the eco'nomy on the full cmploymént- frontier

{d) the capital-output ratio remains constant at a constant rate of interest

'-Q

tariffs for other countries, thls is known as .

(b) a customs union
() . a free trade area

(d) a preferential trading arrangement

An optimal tariff is one'which . . | .

(a) results in the optimum income for the country

{c) maximizes the welfare gains of mternattonal pnoe changes net of deadwc:ght
losses ‘ .

(d) increases the trade volumes of thé country
Transfer pricing refers to

(a) tariffs that change the value of goods when they are traded
(b} the movement of factors that causes changes in price

{c) the overpricing or underpncmg of goods in mtraﬁrm cross-border trade of
multinational companies .

(d) the price at which skilled and professional workers are transferred by companies - {

Technical progress is neutral according to Harrod if and only if
(a) the capital-labour ratio remains constant at a constant wage-rental ratio -
{b) the capital-output ratio remains constant at a constant wage—fcntal'raﬁo

{c) the capital-labour ratio re_rnains'_constant at a constant rate of interest

\12/34 "
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@) 33%

Suppose in ax economy the ratio of consumphon expendlmre to. aggregate income is "

constant at 0-75, the rate of growth of the labour force is consmnt at 2% perapnum and
the ICOR is constant at 6-year The normal warranted mte of gmwth (per cernt per o
annum} for the econorny is equs.i to S

@ 033 o /

® 219 "
{e} _4'17

s

‘Censider _fhe Ramsej-Cass_-koopmans_ version 6f the neo-classical growth model

without technical progress. Suppose economniies A and B arg identical in all respects,

- except that households in A have a lngher rate of txme prefemnce tha,n thoae m.B. 'l‘hen

A will necessanly have

(a) & higher eteady_—state level of per eapita consumptipn
(b) a lower steady-state level of per capita consumption
{c) 'a higher rate of growth in steady state

(d) & lower rate of growth in steady state

Suppose the labour value of one workmg day of labour power is 06 worlnngday of
labour power. If the labour power used in the production of a commodity'is 30 working
days and the labour value of the means of production used up in the production of the

commpodity is 65 working days of labour power, then the labour value of the eommodity
(in workmg days of labour power) is equal to :

(a) 18
m) 48

(c). 83 :

(@) 95

Consxder an eoonomy in which the avcrage propensnty to .consume out of aggregate‘

' wage income and the average propenslty to.consume out of aggregate proﬁt (non—wege) S
o mcomcareeonstantandequaltoogand04respectwely The natural rate of growth'in . .
the economy is constant at 4% per annum and the capital-output ratio is constant at .
~ 4-year, What is the share of proﬁts in aggregate income if the economy is on a balanced '

" growth path with -a constant rate of unemployment?

i

(e} 12%
) 15%
© 24%
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. 9. Which of the following rhay be considered to be a central tenet of monetarism?

(a) It is difficult for the central bank to-control the money supply in the economj

{b) Fiscal policy is a more effective instrument for sté.bilization than monetary policy

(¢} Arise in the quantity of money leads toa proportxonate rise in the price level in the
short run - ,

(d) The quantity of moneydbés not affect real output in the long run

10. In Keynes’ theory of determination of output and'émploymcnt in the short run, a cut in
‘the money wage rate in the economy might lead to a fall in effective demand due to
which of the following reasons? -

{8 A fall in the share of wages m @ationai incdme
-{b} A fall in the real wage rate |

() A fall in the real rate of interest

@ A fall in the nominal rate of intere_s_{

The next two questions (11 and 12) are based on the following paragraph :

Suppose a wealth holder decides how to allocate her wealth amongst money and bonds at the
end of each year. At the end of this year the wealth holder finds that she has a bond in her
_possession which promises to pay a fixed amount of Rs 100 at the end of every subsequent year
for perpetuity. Suppose the ¢urrent rate of interest is x% per annum and the wealth holder
expects the rate of interest to be 5% per annum“at the end of next year.

11. What is the expected price of the bond at the end of next year (in rupees)?

(a) SO0
(b) 1000
(© 1500
(@) 2000

\§4/34 |
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12. The wealth holder will be 1nd1fferent bhetween holdmg the bond over the next year and
o selling the bond at the end of this year if the valiie of x is equal to

la) 275
| by 4-25‘ _ \
@ a6 r

@) 583 __

The next four-ql.‘lesﬁons (18, 14, '15- and 16) ar_o bascd on the fouowing ‘parag-aph :

, Suppose in an economy, in ethbnum, aggregate income (in umts of money per yea:)
Y =C+ I+ G, where investment expenditure (in units of money per year} I = 850 and aggregate -
consurnptlon expendlture (m units of money- per yea.r) C satxsﬁes the foliowing. conditions '

i)y ' C is a function of current dlsposable income in 1 the economy (Yd)_- .

() T Y, =1000, then C=950

(iii) - Marginal propensity to save out of Y, is constant in the economy and equal to 25% |
13, Suppose the government collects direct tax revenues equal to 20% of Y. vaen that G

“denotes aggregate govemmcnt expenditure {in units of money per yéar). What must be
.. the equilibrium value .of Y if the government wants to have a balanced budgct in

equilibrium? _ .\ ' 7 _ 7
@ 2625 o - S
(b) 4800 _' T | | |

.:(c) 5250 - : s SR

id) 6000- | |

14. Suppose the government adopts a pol:cy thatf in cqunhbnum, the ﬁscal cleﬁmt cannot be |
more than 5% of Y. What is the maxlmum value of Y which the coonomy can achlcvc in -

. equilibrium?
'{a).'-4000 :
@) 7000 ' |




+

15.

16.

17,

18.

Suppose the government adopts the policy that, in’ équﬂibﬁum, the fiscal deficit cannot
be more that 5% of Y and simultaneously lowers the rates of direct taxes and collects
only 10% of Y as revenue from direct taxes, What is the maximum value of Y which the

‘economy can now achieve 1n cqulllbnum?

(a) 4000 )
(b) 5000 |
¢} 6000 '

@ 7000

A,
Suppose the government makes direct transfer paymen'ts amounting to 400 units of

money per year. What must be the equilibrium value of Y 1f the government wants to
have a balanced budget in equilibrium? - :

(@) 2750 - © {b) 3750

) 4750 S - 5750 

The primary deficit refers to
(&) the deficit in the revenue accouﬁt of the budget
(b) the deficit in the capital account of the bﬁdgct

(c) the fiscal deficit less the interest oufg‘o in the budget

(d) None of the above

In Solow’s neo-classical growth model if the population growth rate increases, ‘then

comparing steady-state growth pathis before and after the increase in population growth
rate, the

{a) growth rate of income declines, capxtal intensity of output declines and per capita
income declines

(b) growth rate of income dechnes capital intensity of output dechnes and per capita
income rises

(c) _growth ratc of income nses ca.p:tal mtcnmty of output dechnes and per capita _

income declines

(d) growth rate of income dcclmes capital intensity of output nses and per capata
income declines :

‘46/34_‘ ~ -
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The next twp questions (19 and 20) are based on the pay off matnx of thc strategm form game N ‘--';
gweri below : _ _ )

Player.z _
H T
' ;-1 -1,1
Player 1 . :
. -1, 1 3 i, -1

19. ' The pﬁ_fe strategy'- Nash equilibrium of _thé‘ above game is

@ TT
b H T
@ T H -

{d) Thei"e:( is no burejSﬁafegk Nash e_:_quilibritim_'v

20. The mixed strategy Nash ‘equilibrium of the above gamc is
{;a) 'both ,players choose H with probabihty 1 Iy 2 and T with probablhty 1 J2
(b) both players choose H with probability 3/4 and T with probability. 1/4
{¢) = both players choose H with probability 1/4 and T with probabxhty 3 / 4

(d) There exists no mixed stratcgr equxhbnum

-

21, If the utility functlon takcs the form Ulx, Y} = Max {x, y}, then the mdlffcrencc curves :
. wﬂl be -

(a) ‘strictly convex t; the origin L | | | o
(b) straightlines: - | | S |
s (d} None oE the above ' o S e Es .

22, In any stratcgic form game

{a) a dominant strategy equﬂlbnum is always Nash equilibrium but the convcrse is
- net true :

b) a Nash eqmlibnum is always a dormnant strategy equmbnum but the converse is o
i not’ true . o _ o

(c) _ a dominant, strategy equmbﬁum is sometimes a Nash equzhbnum and sometunes
' it is not a Nash equilibrium ‘ .

(d) a Nash equilibrium is never a domihan{t strategy equilibrium

S — ('7/34“ { —




23.

24.

25' .

26.

There are three commocht:es-—the first commodxly has a negative price, ~1 per unit; the

second commedity is priced at +1 per unit while the third is priced at +2 per unit.
Income of the person is Rs 100 per dey. Then one of the following is not true.
Whlch one? ‘

(a) An individual may afford fo consume positiv'é amounts of each per day
(b) Any individual may afford o consume (0, o,?,_so)

{c) An individual may afford to consume (20, 0, 60)

'(d) An individual may aﬁ'ord to consume (N N + 100, 0) for atiy number N

Amit inherits Rs ld 000 from a rich uncle. It is observed that even though there have

been no change in prices, he contmues to eat the same number of gulab jamuns =
per day. Then .

{a) gulab jamuns are Giffen goods for Amit
(b) gulab jamuns are normal goods for Amit
{c) Amit's Engel curve for guléb jamuns 'is vérﬁcal_

(él) Amit’s Engel curve for gulab jamuns is horizontal ‘

A monopolist has_ a demand curve with constant pﬁce elasticity with absolute value 4.

The monopolist charges a pncc of 60 per unit of output What is its margmal cost at this
level of output? .

(a) 235 - _ (b) 136

{cj 45 _ \ (d) 54

*

Consider a market. with two firms that produce identical products. Let g= 10—~ pbe the
total quantity sold when the price is p. If both firms charge the same price, then each
sells one-half of the total demand at that price. If the firms cha.rge different prices, then
the firn with the lower price. sells everything.. 'Assume that each firm has enough
capacity to produce the entire amount of the output for the market at any price. Both
firms have identical cost functions. The variable cost is given by 2x (where x is the
output produced) and the fixed cost is 1. In-a price setting game

'(a). both firms quoting a price equal to 2 is a pure strategy Nash equilibrium

{b) both firms quoting a pﬁoe equal to 1 is a puire strategy Nash equilibrium

{c) ‘there is no pure strategy equilibriﬁm but there is mixed strategy equilibrium

(d) there is no equilibrium, cither in pure strategies or in mixed strategics

il




household is
@ - ~a)- Inly -
() In(x-a)/Inly-b)

A ﬁrm hasa production function g= x° "Sy0S Ifthe price of the x-factor is Rs- 6 per umt

- while the pricc of the y-factor is Rs 3 per unit, what ‘proportion of the factors should be
used to. maximize proﬁts?

'(a} x=y
B x=2y

‘@ x=0-5y

d) We oannot tell without any_infonhgtion about the price of "outpﬁt

-If the margma] rate of substitution between the two goods X and ¥ oonsumed by a

household is given by (x - a} /{y— b) (where x and y denote quantities consumed of X and
Y respectively; x>a,4> b}, then a possible form fgr the utility . funcuon of the

@ (x-a? /(y-b?

29,

30.

{d) ~ None of the above

@ x-q? +=b’

. A monopohat wﬂl neoessanly produce a Ievel of output whmh is mefﬁment bccause
) when it equates marginal revenue to margmal costs:

(a) "prloe exceeds margmal costs _

(b) ‘price never excc;eds marginal costs :

(o) pﬁeo‘dooa -nof cover o.verage var_'ioblo costs ’

(df- pncee)moeds a'veﬁi_ge costs '

A

A monopohst faces a demand curve given by g= 3p’° 5 the monopolist can producc

any amount of the output at Rs 3 per unit. For this sxtuatxon

(a,l' maximization of proﬁts is zmposmble

'(b). rnargma.l menue is pos:tive but less than 3

(c}’ ‘marginal cost: is lcsa -tha_n; margmal mmuc




31.

32.

33.

Which of the following represents the same prefercnces as the utilitjr functionl

Ulxy, xg) = x; + x5? _ .
(@) 2x; +2x, B x+2x,

© 2x +x, : ) x2ax?

A consumer’s preference over commodities 1 and 2 are given as

x is at least as good as u if and’ only if {Jc1 >y or (x) =y and x, 2 y,)] whcrc

x, % €012 34} and x,, y, 20. Let U(xl, x2) = Sx1 + X,. Which of the following
statements is correct? : , _ \

(a) Uis a utjlity function represénting the consum'.ef’s preference relation

{(b) Uis tﬁe only gtility function rcprésentiﬁg the éonéumcr’s preference relation
(c} Thére is no utility functio:; ‘representing the cbﬁsﬁmer’s preference relation

{d} Any monotonic traﬁsformatidn. of U is a utility‘ function representing the

consumer’s preference relation

Suppose the market demand for a commodity is given by

zM
Pl =t

where M; is the income of the ith consumer and «. >0 is some constant. The change in
the total consumer s surplus correspondmg to a changc in the price of the commodity
from e to e? is

i
(a) =

(b) ‘=L floge? -loge]
p . |

(c}

s f11
@ Sl




34. Consider scts A {2 3 4 9} and B= {1 7' 8 4 8} Cons:der the _relatlpns fl, f2, fa, f4
' and fg from A to ‘B defined as follows

@ Ntk L £ = 6 =4 , o
W) o0 =4 £, 6 5= L fy = 7f2(9) s . .
() f3@=8 f38=1 =4 f3@=7 a -
) fo@=8fi@8=1 fol=4 f10=4 |
) .f5(2) = f_s - f5(4) =fs@=6

Which of the followmg statements 1s correct?
(a)_ ' All thc rclatlons glven above are functions
() None of the above relatmns is a function .
.'(é) 'f3,f4 and fg are funct:ons but f1 and fa are not )

T (d) fl,j‘2 and f3 are funcnons but f4 and f5 are not '

i

35. The function f(x)=|x +a] where 1>a> _o is _differezit-ia.bl_e over the interval

(@ (-ad-
) ot}
(© [Faal

tsi). 1 |

»

) " 36. 'I‘wo finite sets have m and n elements respcctlvely The total number of subscts of ﬁrst

‘'set is 56 more than the total number of subsets of the second set: The values ofm andn

& frespectwely are - . o e s =
@ 7.6 | , |
@) 5,1 | e
@ &3
@ &7 | -

37, If @ = log,q x and b=log, x for'some x> 0, then the ratio a /b is
(@) undefined for some x ‘
| (b} increasing function of x' _
() decreasmg functlon of X

(d) constant mdg:pendent, of x .




38.

39.

41,

The function f(x} =log;q x is.:differpntiable over the intc&al _
(8) {-a a) where a >0 l

(b) (oo +o9) |

(c} ‘[—a, a} where a> 0

@ (©, 1)

The behavior of flx=x —log,o x as x -—) +oo is given by the following
(& Tends to +oo monotonicallj o
(b) Tends to + but does not bc_havé inonotonically :

() Tends to zero monofonicallj“

"~ {d)’ Does not behave monotonically but goes to 0

The behavior of f{x) = x - 10%, x>0 as X — 4+ is given by the following

(a) Tends to -« monotonically |
{b) Tends to ~ but does not behave monotonically
{0 May behave arbitrarily without any definite tendencies

(d) Tends to zero monotonically

If a-b=M, M is different from O and {a+ b} =4, then
(a) there are always real values for a, b
{b) ﬁvhenevcr. 42 M > O there are -r_‘eal values for aq, b

(c} whenever 0> M there are positive values for both a, b

'(d) whenever 0> M theré are négative values for both q b

, ‘ }2]34~_ .




42, Let g(x) and f (x) be dlfferentlable functions deﬁned over {0 o). It’s given .‘th_-at

9(0)= f(0) = 0 and g'(x) > f(x) for all x in the open interval (0 =} Then.
'(a), ~gld) < f(x) for all x>0
b 'g(x]>f(x)f0rallx>0 |
© g{x} < fi) for O <x<2 and gl > f(x) for alt x> 2
@ g(x) F( for all x> 0
43, Let f () be a differentiable function defined over the interval [o, 2 It's glvcn that f (0) -1
 end f(9S0->f%9>0 Then | |
@ f9>0forall x in the interval [o 2}
® i <0 {qx’ all x iri the interval (0, 2]

\

() . f(x)=0 forall x in the interval [0, 2]

(c_l} - flwyis su-icﬂy'poaitiv_e forall0< x < 1, and f (x) is stﬁéﬂy negative foralil<x<2 . |

The ncxt two- questlons (44 and 45) dre bascd dn the follow:ng mfornmtion

One of A, B, Cand D has committed a (:nme with the help of another one of them., Here are thc. K
_ statements given by the four individuals. The statements of the crimmal and his accomphce are

false and those of the remaining two are true. )
‘A X Bis guilty of something, thcn C must -be innocent.
. B If A is mnocent then C must be g\,ulty
| C: If Bwas. the klller then D must have had nothmg to do with the crime.

D: 1 am' innocent.

F

44, The criminal is -

(a) A
W B
@ c
@ D

Fo/as -




45.

47.

The accomplice is

@ A
® B
© ¢
(dj. D

Let x and y be two arbltrary rcal numbers If

fa} x is a rational number and y 1s an lrrahonal number, then xy is an 1rrat10nal
number :

{b) x and y are irrational ﬁumberé, then x + y is an irrational number
(¢} xand y are irfaﬁéna_l numbén#,' then xy is an ii-ration:lall Inurr;ber

(@) x and y are irfa_.tioﬁal nﬁx:;bcrs, then x /yis an irrational number
Let X, Y, Z be statements. 'Suppos‘e we kmisﬁ'r.t\hatr“if X thch Y’ is true, and that ‘if ¥
then Z’ is true. We also know that Y is fa_ls'e. We can infer that
(a) X is true ‘

(b) X is false

(0 -Z is true

48.

{d} Z is false

Let Pin, mj be a property about two 1ntegers nand m. If we want to disprove the clann
that “there exists an integer n such that P(n, m) is true for all integers m” then we need
to prove that

(a) for every integer n, and every integer m, the property P{n, m) is false
(b) there exists an integer n such that P(r, m} is false for all integers m ‘
{c) for every integer m, there exists an integer n such that P(n, m) is false

{d) there exists an integer m such that P(n, m} is false for all integers n _,

54/34’




49. One should exercise caution in extrapolatmg a mean value of Yfrom a gwen Xo and

s1.

52.

the reg:ressmn line, as’

: @

(b)

(©
(d)

the standard error of the mean predlctton rises as X, moves away from X (where X

is the mean of X observations)

the variance of the mean predlctxon falls as X o moves away from X (where Xi is the :

mean of X observatlons)

‘the error term always has hzgher variance at a h:gher value of X

the error term is always h:ghly autocorrelated - PR

In regx'eseion analysis, a standai'dized stochastic . vaﬁable' -

(a)
(b)
(©)
()
In a
(a)
(o)
(o)

(d)

Alsume that the mean he:ght in a sample of 100 drawn- frorn a population wnth' ‘ )
standard dewatlon 24 cm has a mean X=1 50 cm The 95% conﬁdence mterVal on the '

o

l{:)i '.

@,

is always normaliy d:stnbuted

[145:3, 154-7]

is formed by subtractmg the mean of the observatlons on it from 1tself and div:ding |

this dxﬁerence by :ts standard deviation

always has a mean of 0 and a standard dev:ation of 1

‘Both {a) and (c)-

+

log-log regreseion model, a slepe eoefﬁcieht for a paftiCuIa’r variable' measures

the change in: the absolute value of - the dependent for a umt change m the E

absolute value of the vanable

the % change in the dependent for a unit change in a.bsolute value of fhe vaniable

the elast1c1ty of the dependent w1th respect to the parttcular variable |

the ratio of the .dcpendent to the’ mdependent.vmable

mean is
@ [1483, 1569]
[142-1, 158-3] | B |

(1404, 158:3]




53, The 2-variable regression output from a data set is missing several values,
Y, =2-3+0-58X,

se ."(1-4}'(:5)
tstat ? P

It is however known that the F—statlstlc from the ANOVA output is 4 16 Thus we can
infer that :

(a) the tstatistic on B, =2-S and thg staﬁdard)error of 'Bé =.19

(b) £he t-statisiéic on §, = 58 imd the Standﬁrd error of B, = v2é

(c) the t-statistic on B, =~2-07 and the ‘sta-ndal,rd.error of B, =50

{d) the t—statiétic on Bl'=--—'1-8 and the sténds;rd error of B, =-38 : | .
54. Consider two disjoint sets A and B. Let A® a.nd B" be the complements of set Aand set B

respectively, A® and B® are :

{a) disjoint if AUS; S;'where S 1s the. universal set

(b) d'isjt;int if S—(AUB} 0, whére b is thf; er.nptyr set

(¢} always disjoint ~ |

(d) never disjoint

55. Consider the followmg statements about the ‘Human Development Indices {HDI) of two
countries A and B :

() HDI of country A is 2 and HDI of country B is 1 unphes that A is twice as
developed as B.

(i) HDI of country A is 0 75 and HDI of country B 1s 0-25 implies that A is thrice as
developed as B, : :

Which of the followmg is correct?_
{a) (i) is true and (ii) is false
(b) (i) is false and (i) is true

() Both {i) and {ii} are false

(d) Both (i) and (i) are true ‘ S e

§6/34 :
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56..

57.

59,

(b} periodic;'surv'eys

Consider the following statement : If mﬂatmn mcreases then unemployment dccrcases
Which of the followxng statements 1s eqmvalent? b

(@) For unemployment to decrease, inflation m_u_st increase.

(b) If unemployment dec;eases; -then inflation increases
() Unéemployment can only decrease if inflation increases

-{d) If unemployment does’ ‘not- decrease, then inflation does not'in_ore,ase

'The spread of a flu mrus through a partlcular populatlon is modelled by

_ 1000
1+ 99007t

| where y is the total n‘umber of people 1nfected after t days In' how many days will

530 people be mfected with the virus? (Round. your ‘answer to the nearest whole
nurnber)

fa) 9 days |
: - : |
() 10 days
(¢} - 11 days |

(d) None of the obove

Two squares are chosen at random on a chessboard What i is the probabxhty that they ‘

have a side in common?

| 7‘(a.) 1/18 |
| (b) .764/‘4632‘« "\
'-(c) 63/64 |

-E(d} ‘1/9

The conmbuuon of agncultural sector to GDP in Ihdia is determmed by

_.{a)" mput—output approach

~

{c) crop-cutting experiments

d) product flow approach

;57/‘34 |




60.

61'

62.

63,

The money multiplier in an economy incréas‘es with
(a) increase in Cash Reserve Ratic |

[b) increase in Statutory Liquidity Ratio

l(c) increase m banking habit of the f}tpapuiation'

(d) greater cash holding by each individual m society

The size of the Black Economy in India in 1995-96 as a % of GDP is estimated to be

(a) .70% B () 40%

(¢ 10% . B - @ 0%

One way in which the Heckscher-Ohlin model differs from the Ricardo model of

comparative advantage is by assuming that one of the following is (are) identical in all
countries. Which one? :

(a) * Factor of production endowments
(b) Scale economies
{c} Factor of production intensities

{d) Technology

Assume the world consists of two countries, Home and Foreign. There are two goods, X
and Y, and one factor of production, L, which can move freely between sectors but not
between countries, There is perfect competlt:lon in all markets The countnes differ in
available technology such as : :

Output per unit of labour

X Y
Home 4 . .12
Foreign 10 15

There are 50 workers in Home and 25 workers in the Forelgn Country. The Ricardian
theory predlcts that

{a) the Home Country produces Xand Y
{b} the Home Country produces Y only and imports X
{c) the Foreign Country produces Y only and imports X

{d)- None of t«he,abovc is necessarily true

38/34 ¥




64,

65.

66,

67.

ifina two-sector Mahalanobis model s

Mg is the share of mvestment a]located to the mvestment goods sector

K. is the sharé of 1nvestment allocated to the consumptum goods sector

B, is the incremental output-capital ratio in the mvestment gbods sector

. is the zncremental output-capltal ratlo in the consumptlon goods sector '

then the decxsmn vanable dnvmg growth is

(a)

(q)

My = 0-4;'Bk'= -‘lf;p,c =0-6; B = %,-then the marginal rate of saving is - ;
o
(c) .

W ® By

e | @ B,
If in the above mode} (see Question No. 64)

o2 ) 033

025 = © - (d) None of the above

In economics a.network extemality'is- seen td exist when

. (a)
(b)
o

(d)

bemg part of a network i 1mpmves the beneﬁt denved from a good or agent outmde
the network S

the existence of a partlcular network improves the condxhon of all agents outmde :

the network

the existence of one network of agents engaged ina specnﬁc form of consumptlon
or production results in the reproduction of that network

the benefit that a user denves from the good or semce increases thh the number: '

of other agents consuming the same good or semce

N

;I‘he Bombay Steck— Exéhange Sensitirre Index or Sensex is

@

(b},

(c)

o

a sxmple average of the stock pnces of the top 500 compames by market
- capitalization '

.& weighted average of the stock prices of the 500 most actively traded shares B
a weighted average of the stock pnces of the 50 most actwely traded ehares .

a weighted average of the stock pnces of a changmg set of 30 actwely traded

stocks

I
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70-

Which of these mchcators is NOT mcluded in compuung the Human Development
Indices incorporated in thc UNDP annual Human Development Report?

(a} Life expectance at birth
(b) Adult literacy rate
{c Combine primary, secondary and tertiary enrolmgni:

(d) Head-count pbverty ratio

In 2008-09 the share of services’ consisting -of ' ‘trade, hotels, transport and
communication’, financing, insurance, real estate and business services’ and
‘community, social and personal services’ in GDP at factor cost in India was

(a} 434 per cent
(b} 40 per cent
{c) 46 per cent

(d) 54 per cent

The official poverty line in India is given by

{a) the income at which individuals are seen as attaining a calorific intake of
2400 kilocalories per capita per day in rural India and 2100 kilocalories per capita
per day in urban India

{b) the consumption expenditure level at which individuals are seen as attaining a
calorific intake of 2400 kilocalories per capita per day in rural India and
2100 kilocalories per capita per day in urban India

(c} the price-inflated current price value of the consumption expenditure needed to
purchase a bundle of commodities which in 1973-74 ensured a calotific intake of
2400 kilocalories per capita per day in rural Indta and 2100 kilocalories pcr capita
per day in urban India

{d}  the inflated current price value of the income needed to purchase a bundle of
commodities which in 1973-74 ensured a calorific intake of 2400 ldlocalories per
caplta per day in rural India and 2100 k:iocalones per caplta per day in urban

‘e./:s»
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