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Group – A 

1. Answer the following questions : 

 a) Let iu  be the residuals in the least squares fit of iy  against  1,2,..,ix i n  . Derive the following 

results: 
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 b) Given data on y and x, explain what functional form you will use and how you will estimate the 

parameters if you are interested in estimating a constant elasticity of demand function. (4) 

 c) In the model , 1,2,..,i i iy x u i N      , the following sample moments have been calculated 

from 10 observations: 

  8iy   ; 40ix   ; 2 26iy  ; 2 200ix   ; 20i ix y   

  Calculate the predictor of y for x = 10 and obtain a 95% confidence interval for y for x = 10. (2+5) 

2. Answer any two of the following: [2×5] 

 a) In a simple linear regression model with intercept, show that maximum likelihood estimators of 

the regression parameters are same as the OLS estimators of the parameters. (5) 

 b) Explain why, in case of simple linear regression without intercept, R
2
 (coefficient of 

determination) cannot be defined in the way it is defined for simple linear regression with 

intercept. (5) 

 c) Explain why does R
2
 increase with the addition of new regressor(s). (5) 

Group – B 
   

1. Answer any three questions: [3×5] 

 a) What are institutions? How do they influence economic development? 

 b) Discuss the situations of market failure and provide justification for Government intervention 

and activities. 

 c) In the context of markets in agriculture, discuss credit rationing. 

 d) Define the concept of dualism in the context of developing countries. 

 e) Discuss the concepts of surplus labor and disguised unemployment. 

2. Answer any one question: [1×10] 

 a) What do you mean by the economic role of Government in the context of economic 

development? What are the major reasons behind Government failure? 

 b) i) In the context of the Lewis model, describe the following concepts-family farming, capitalist 

farming. (2.5+2.5) 

  ii) Why can the Lewis model be considered a classical model? Discuss. (5) 
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