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MEC-006 : PUBLIC ECONOMICS
Time : 3 hours Maximum Marks : 100

Note: Attempt questions from each section as per
instructions given.

SECTION A

Attempt any two questions from this section in about
700 words each. 2x20=40

1. “Public Choice Theory is an application of
economics to the study of politics.” Discuss.

2. State the Inverse Elasticity Rule of optimal
commodity taxation proposed by Ramsey.
Discuss its implications in terms of efficiency and
equity.

3. Discuss the devolution of functions across
different levels of Government in a federal
set-up.

4. Why should deficit in the budget be financed by
borrowing rather than by monetization ? Explain.
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SECTION B

Attempt any five questions from this section in about
400 words each. 5x12=60

5. What is meant by Social Cost ? In what ways can
they be internalized ?

6. Explain the term ‘Tax Evasion’.

7. What are the basic characteristics of pure public
goods ? Explain.

8. How does ‘Public Economics’ differ from ‘Public
Finance’ ?

9. Distinguish between the theories of ‘first best’
and ‘second best’ in the designing of public policy.

10. How is internal public debt different from
internal public liabilities ? What is the
composition of public deposits in India ?

11. Explain the optimal size of community for a
given level of public goods.

12. Write short notes on any two of the following :

(a) Voting by Show of Hands vs. Voting by

Walking with Feet
(b) Marginal Cost Pricing in a Natural
Monopoly

(¢) Social Choice

(d)  Benefit Received vs. Ability to Pay Approaches
to Tax Equity

(e)  Strategic Voting
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