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Instructions for Candidates

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

2. All questions are divided into two sections, A and B.

3. Attempt any five questions out of sevem questions
from each of the sections.

4. Use of appropriate diagrams/figures is necessary

5. Section-A has short answer questions and each
carries 6 marks whereas Section-B contains long
answer questions and each carries 12 marks.

6. Clearly indicate the section when answering any
question.
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7.

Answers may be written either in English or Hindi;
but the same medium should be used throughout the

paper.
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SECTION-A

(Attempt any 5 questions out of T)

Derive the Keynesian aggregate supply schedule when

the money wage is fixed.
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Suppose there is an exogenous increase in the price
of imported oil. Using the graphical analysis, explain
how shock a stock would affect output in the press

level. (Diagram is required)

Distinguish between classical vs. Keynesian Labour

supply curve.

Elaborate on the natural rate of employment and output

with the help of an appropriate diagram.

Examine criticism of rational expectations with a focus

on the plausibility of rationality

What is the Barro-Ricardo equivalence proposition?

Explain.

Explain the effect of fiscal and monetary policy on

the desired capital stock.

P.T.O.
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4.

SECTION-B

(Attempt any S questions out of 1)

Using the aggregate supply (AS)-aggregate demand
(AD) model, show the effects of an increase in the
money supply in the Keynesian flexible price-fixed
money wage model on the position of AS, AD, IS

and LM curves in the short run.

Using the labour demand-labour supply schedules and
the production function, explain the effect of an
increase in the expected price level (P°) on the

aggregate supply curve in the short run.

What do you see as the essential differences between
Classical and Keynesian theories of aggregate demand

and aggregate supply relations?

(i) Distinguish between adaptive and rational

expectations.
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(ii) Examine the Friedman’s analysis of the short-
run consequences of an increase in the rate of

growth in the money supply.

In Friedman’s view, the effect of an attempt to ‘peg’
the Unemployment rate is continuously rising inflation

rate. Discuss.

Explain the Life-Cycle model of consumption. Does
MPC out of permeant increase in income is higher

than transitory income/wealth?

(a) Show the functional relationship among the desired
capital stock, rental cost of capital and the level

of output.

(b) Suppose the marginal product of capital is given,
what would be the impact of a higher rental cost

of capital on the desire capital stock?

P.T:0.




