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Instructions for Candidates
1.      Write your Roll No.  on the top  immediately  on receipt  of this  question paper.
2.      Answer  any  Five  Questions.
3.     Answers  may be written  either in English  or Hindi;  but the  same medium  should

be  used  throughout the  paper.
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1.     Consider the following model for an economy :
C  =  a  +  c YD       ..... Consumption function
I =  x - b  r             ...... Investment function
G =  g                        „ .... Government expenditure (fixed)
T is the lump-sum tax
L = kY -hr           ....... Demand for Money
Ms  =  M/P                ....... Supply of Money (Real Balances)
Where YD = Disposable income, r = rate of interest. Now answer the following
questions :

(i)  Determine the equation for aggregate demand
(ii)  Find out the factors responsible for change in the aggregate demand? Explain

by using diagram.                                                                                                   (10,8)

2.     How is the permanent income hypothesis an improvement over the Keynesian
theory of consumption?                                                                                                    (18)

3.     What  do  you  mean  by.Wage-setting  and  Price-setting  relations?  How  is
the equilibrium rate of unemployment and wage rate determined in the labour
market?                                                                                                                                     (8 ,10)

4.     Differentiate between  short run Phillips  curve  and long run Phillips  curve?
Explain the impact of expansionary fiscal policy on inflation and unemployment?

(12,6)
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5.     What ar.e the determinants of desired capital stock? Critically examine the nco-
classical theory to explain a firm's effort to achieve the desired capital stock from
its initial level of capital stock.

6.     Critically analyze the life-cycle theory of consumption.

7.     Write shortnotes on anytwo the following :

(i)  Aggregate Supply
(ii)  Natural Rate of unemployment
(hi)  Life cycle hypothesis of consumption
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