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(a) What is the difference between the classical

and Keynesian approaches to macroeconomics?

(10)

(b) What is a business cycle? How does the
unemployment rate behave over the course of a
business cycle? Does the unemployment rate ever
reach zero? (8)

(a) You are given the following information about an
economy : (10)

Gross private domestic investment = 40

Government purchases of goods and services = 30

7667

(=)

7

TG B O A AR R B TE I H
EEEl A T B B 2W & ede We IE H
o & forg Iee gRenr @ AR S A S
27 (8)

- P aRE ¥ 999 9% B W B A T IR
AT 9% & 99 @ A o B 0P F TR W
Ui ‘ (10)

it Rafy w1 TH IO VO H WET a9 aw AL
SR TR B e, AR g wE Faw 9w o
IR TAAEARE B W ST & Gged 8 W e
g @ S W & (8)

af it seferaeen @1 ST B C=0.6Y B, @ UH
a8 2 fre 3T © 1000 A9, N WHQ @4 T 2000
FAe, FSCIE N FTH AN, I D A T AN
WE @ T A0 AR I ¥ A
Ead (10)

7 Y@ 7 B Flw ¥ v 4t gfe gf B, AW T
ygfr st die s TR (i) T =
80 T T wF U I ¥ gl B 1 480 WS
FEE I TR W GO X g B A R W
AR w| (8)

P.T ),




7667

1 (%)
(=)
2 (%)

6

wfte srimer ¥ el o FAREE giem @ d
T FH 37 (10)

YR 5 1 B A€ Tk D AW A 7 2
mmi?wwmm@wuﬁaﬁr
27 (8)

SO L L C o R I R T S —r Y
T R (10)
A RSl we fRw =
TEA AR IR W Wi =
A TG I@@ (W e @) = 200
e @E W = -2
H = 60
ﬂ’(qﬁ?:ﬂﬁ'iﬁﬁlﬂﬂﬁfﬁmglﬁm:
TR A W Al &7 A = e = 5 (W o
ﬁsmmaﬁmwtﬁqmaﬁﬁﬁél)
I fAvT ¥ W e s =
ﬁwﬁﬁzﬁ’rﬁmmww:
T A gY w2, feafiae
Fiforg -

(i) Jasimr

(i) g& faiw

(iii) ¥ ey IwME
(iv)ﬁ%‘ﬂ%ﬁ?{mw

(v) Pt wug

7667

3
Gross national product (GNP) = 200
Current account balance = -20
Taxes = 60

Government transfer payments to the domestic
private sector = 25

Interest payments from the government to the
domestic private sector = 15 (Assume all interest
payments by the government go to domestic
households.)

Factor income received from rest of world = 7
Factor payments made to rest of world = 9

Find the following, assuming that government
investment is zero :

(i) Consumption

(ii) Net exports

(iif) GDP

(iv) Net factor payments from abroad

(v) Private saving

(b) Explain how GDP is measured. With the help of

an example, describe how the Product Approach
is used to measure a nation’s Gross Domestic
Product? (8)
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3.

(a) Describe the reasons behind the upward slope
of the saving curve and the downward slope of

" the investment curve in the saving-investment
diagram. (10)

(b) Provide an instance of a situation where the saving
curve would shift to the right, and another where
the investment curve would shift to the right.
Also examine its impact on equilibrium rate of
interest. (8)

(a) If the consumption function of an economy is
C =0.6Y, investment for a year is Rs. 1000 crores,
and government expenditure is Rs. 2000 crores,
calculate ‘and diagrammatically illustrate the
aggregate demand for output, equilibrium level of

income and government expenditure multiplier.

(10)

(b) Calculate the marginal propensity to save and
marginal propensity to consume (mpc) given that
an increase in investment by Rs. 80 crore leads to
a rise in national income to Rs. 480 crores.
Illustrate and explain the impact of increase in
mpc on equilibrium income level. (8)

(a) Derive equilibrium income and tax multiplier in an

open economy with lumpsum taxes, T. (10)
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6.

(b) In an open economy, explain the effect of an
increase in transfer payments on equilibrium income,
with the help of a suitable diagram. (8)

(a) What 1is Money? Explain the functions of
money? (10)

(b) Explain the relationship between the demand for
money, nominal income and’ the interest rate?
Examine the impact of change in nominal income
on money demand curve. (8)

(a) What do you mean by budget surplus? Plot the
" budget surplus as a function of the level of income
for given Government expenditure, transfer
payments and income tax rate, t. Explain the
impact of changes in fiscal policy on the budget
‘surplus. i (10)

(b) What is a liquidity trap? Also diagrammatically
explain that when the interest rate is equal to zero,
further increases in Money Supply have no effect
on the interest rate. (8)

Write short notes on any two of the following :
(9+9)

(a) Balanced budget multiplier '

(b) GDP deflator _

(c) Consumption-smoothing motive

(d) Open market operations




