
41893

givia er air aen iR a} RE car evur rml  qxp
a  a]95quT qa{ Eqfro qfatr ch ap Hrfu i5en a?

6.      (a) Explain the  q-theory of investment.

(t)) Explain  the  determinants  of  the  desired  capital
stock.

(iH)  .cast a fflR-ice ch iqTen iidirl

(ia)  qffi5E qp as ifr ire. ift iqTcaT tfitoi

7.      Explain the Life-cycle theory of consumption with the

help.  of a .numerical  example.

tiquRE GqT8{uT th iH5Tqffl a wh .ifr RE-Elff iRE
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1.      Write your Roll No. on the top immediately on receipt
of this  question paper.

2.      A.ttempt  any  5  questions  from  Section  A  and  any  5

questions from Section B. Clearly indicate the section
when  answering  any  question.

3.      All  questions  in  Sec¢iom  A  carry  6  marks  each,  and
all .questions  in  Section  B  carry  12  marks  ea-ch.

4. Answers  may be  written  either  in'English  of  Hindi;
but the  same medium should be used throughout the

Paper.
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SECTION  A

EREfi

What  does  the  IS  curve  show?.  "A  higher  marginal

propensity  to  consume  makes  the  IS  curve  flatter".

Do  you  agree?

fflTfro qH fflr wh a?  "enin q5d aft Sap `a@qfH HBfa

rfu Tar ch HqaF di a".I apt rm qgqq 8?
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3.      If workers  become.more unionized,  what ha.ppens  to

th.e. natural rate of employment and the natural rate of

output in the  economy?

qfa ire fflfis rfe a wh a., th wh iPr ng:iiaFT q{
8ife ffl± a. sEqTEF ch rty F en tFqT @ffl[ g7

4.      Suppose   that   the   economy   is   in   mediujm-run

equilibrium,  that  is,  the  actual pric.e  is  equal  to  the

expected  price.  If  the  Central  Bank  carries  out  a

monetary contraction,  what happens  in the  short-run

and the medium-run/long-run equilibriums?

qFT rm iaT  ey± qeyq  fflqfa i± qfa;FT a. a, qT@

qTRE fro riaiin RE i} q{ia{ €i rfe istitq Bfa iftffa

qfE5FT 5en a, a 8TRE 3ife qcaq 3TqfuAIrfha giv

a. ffl den a?

5.      Explain the relationship between the inflation rate and

the  unemployment  rate.   How  does  the  degree  of

indexation  of wages  affect the  above 'relationship?

P.T.O.
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where  C  is  consumption,  Yd is  disposable  i`ncome,  T

is  lump-sum tax,  I is investment,  i is  interest rat`e,  G

is  government  expenditure,  L  is  real money  deniand

and M/P  is  real  money  supply.

Derive the IS  and LM  equations  and the  equilibrium

of` this  economy.

iE ffl±- q{ iaen ire. :

C  -  0.8YD

T  -  1000

I -  800 - 20i

G -  1000 .

L  -  0.4Y - 40i

M/P  =  1200

wh  c wh a,  yD iaedha  enq a,  T.ngEF9Fa 5T £,

I ifro a, i iHTq -ch iR a, G RE iqq £, L qTae eFT

an a  3ft{  Mzp qTEHfaH Bin th  enti# £i

rfu at vavy ch. 8is gH fflfaqen ifr giv ta
RT qrml
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2.      What is the liquidity trap?  Is there any crowding out

of  private   investment   if  the   government   uses

expansionary fiscal policy when~the economy is in the

liquidi`ty trap? Explain.

•iafRE st fflT a? i5ia ti± il{aar ira ti ffi a ial

fflT i]{q5R fiidl<cii€\- -<iviicchfit+ itR EFT chur wh a th HT

ian iaa" a. ias an  fflTft %7  tqTen tftyi

3.      Assuming that  the  actual. price  level  in the  economy

is   equal  to  the  expected  price  level,  explain  how

unemplo}ment is  determined in the  economy.

qa wh gg iaT ur± fi qTRE RE cat rfu RE
ng{ iS a{iaT a, Halengq fir er5EqtRT S. aun isa ffiedin

anal

4.      What  happens  to  the  aggregate  demand  (AD)  curve

in the economy if investor. confidence in.the economy

improves?

rfe ffl± ti ice. ffiT iaRT B€]{en f th er56qRT .a.
Hqu ch qff 5T fflT dr7
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5.      Briefly    e.xplain    the    d'ifference    bettween    the

Philips curve and the expectations augmented Philips

Curve.                                                                            ,

ira q5 ck iTandi E[{r wiffa ira qff ifr RE a
Gin ch H.dr ti tfflFTi

6.`      Explain  the  concept .of buffer  stock  Saving.  Discuss

how  far the  empirical .evidence provides  support  for

buffer  stock  s.aving.
+

qt5{ ffi aqa th  erq€rm ch REini  ffi IRE i*  `  ,
8]ga]q5]q enca qqiT ffi qqa ifr itr ian ca5iqaT rmF  .

ed a`l

7.      Explain the concepts of anticipated.and unanticipated

inventory  investment.   How  are  these  related  to

aggregate  demand?

RETRI Sit fflHrfu xp ffiaH di 8]qenrmdi th iHTen
tftyi  a Hqur rfu a ffiRT HEFTTT un a.7
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SHCTHON   B

REift

1.      Us`ing  IS-LM  analysis  explain  the  crowding  out  of

priv`ate investment when the governme,nt increases its
expenditure  to  stimulate  the  economy.  What  can the

government do  to prevent this  crowding out?

rfu-vapq iawh. T5TT wh ed gg ida H{q7iT ffl±
ch in ed t* .to 3Tq]T qq gil € @ ian irm
a aT5{ an ch TEqTen iREi RT q7R ch ae ifr itr H{5Te

ffl iif di a?

2.      Consider  an  economy

C  -  0.8YD

T  -  1000

1' -  800  -  20i

G -  1000

L -  0.4Y .- 40i

M/P  -  1200

P . T . 0' .`.,-,


