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Instructions for Candidates

1. Write your Roll No. on the top immediately on receipt
of this question paper.

¥
2. Attempt 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 Section A carry 6 marks each, and
\ All Questions in Section B carry 12 marks each.
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4. Answérs may be written either in English or Hindi;
but the same medium should be used throughout the

paper.
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SECTION A

1. What do you understand by the Barro-Ricardo

equivalence proposition? Discuss.
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2. Demonstrate the role of aggrégate supply in
determining the output response to an increase in

government spending,

3. Compare the Keynesian versus Classical theories of

Aggregate supply.

4. What are the factors that shifts. the aggregate supply

' schedule?

5. Explain the key determinants of the desired stock of

capital.

6. Write a short note on the theory Rational

Expectation.
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7.

v

Explain long run Phillips curve. How it is differ to

short run.

SECTION B

Analyse the impact of an increase in government
spending (G) within the Keynesian model where the
price level is flexible but money wages are assumed

to be fixed. Discuss using suitable diagrams.

Explain the permanent income theory of consumption

in detail.

Compare the short-run and long-run impact of
monetary policy in the Monetarist model. Use suitable

diagrams.
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4.

State the Adaptive expectations hypothesis. How does
it allow us to relate expected, unobservable variables

to actual, observable variables? Illustrate algebraically.

. What is the accelerator model of inventory

investment? Discuss the role of anticipated and

unanticipated inventory investment in business cycles.

-

Outline the main sources of wage rigidity as per

Ve

Keynes. Given wage rigidity, can the economy always

achieve full employment? Explain.

Write short notes on :
(a) Liquidity constraint and myopia

(b) Hysteresis effect
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