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Part A

Answer any ten of the following:                                                            2 X 10=20
1. Define an institution. Give an example of a formal and an informal institution.

2. Why is institutional economics considered as a departure from neoclassical economics?

3. Distinguish between moral hazard and adverse selection with an example each.

4. What is ‘signaling’?

5. Briefly explain the internalization of an externality with an example.
6. Mention any two problems of ill-defined property rights.
7. State the properties of ‘common property’.
8. Distinguish between transaction costs and transformation costs.
9. What are search costs? 

10. Mention any two propositions about institutional change according to Douglass C. North.
11. What is rent-seeking behavior?
12. Who is a free rider?
PART B

Answer any two of the following:                                                              2 X 10= 20
13. Compare the Nash equilibrium of a perfect and imperfect information game. 
14. Explain the usefulness and limitations of the notion of bounded rationality.
15. Marxian theory can be used to explain the evolution of institutions.  Comment.
PART C

Answer any two of the following:                                                       2 X 15 = 30                                                                                   
16. Describe the core ideas of institutionalism. What is the essential difference between “old” and “new” institutionalism.
17. Explain the ‘Lemons Principle’. How does it apply to the second-hand car market? Explain the role of institutions in counteracting the effects of quality uncertainty.
18. Discuss corruption in the light of the Principal- Agent Theory. What is problem of corruption from consumer’s point of view? 
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