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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 five questions.
3. Use of a simple calculator is allowed.

4. Answers may be written either in English or Hindi; but the same medium should

be used throughout the paper.
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What are Keynesian and Classical approaches to wages and price adjustment

in an economy? What is the unified approach in Macroeconomics?  (12)

What are the main issues faced in Macroeconomics? (6)

Define National Savings. Identify the components of Private Saving and
Government Saving. What is the impact of the decline in the national savings

on interest rate and private investment? (12)

How does GDP differ from GNP? If a country employs many foreign workers,
which is likely to be higher — GDP or GNP? (6)

Consider an economy that produces two goods, Wheat and Cloth. The
following table shows the quantities produced and prices of the two goods

in the base year and the current year:

Goods Quantity in Price in Quantity in Price in
Base Year Base Year Current Year Current Year
Wheat 200 5 240 6
Cloth 100 10 120 15
Calculate:

(i) Nominal GDP in the current year

(i) Real GDP in the current year, using base year prices

(iii)) Percentage change in Real GDP from the base year to the current

year (3%x3=9)
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What are the determinants of desired national savings in an economy?

©)

Define user cost of capital and explain its components. 9)

Suppose an economy is described by the following functions —

Consumption function: C = 500 + 0.5Yd
Yd =Y - Taxes

Investment: I = 1000

Government Expenditure: G = 2000

Tax rate: t = 0.2

Transfers from government: TR = 200

Calculate —
(1) Equilibrium level of income and the multiplier in this model. (6)
(i) Suppose t increases to 0.25, what is the new equilibrium level of

income? 3)

Why do we call mechanisms such as proportional income tax and welfare

systems automatic stabilizers? (10)

If MPC =0.8 and investment increases by Rs. 50, find the change in

income. 3)

What is Budget Surplus? What does a negative budget surplus imply?
(5)

P.T.O.
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6. (a) What is Open Market Operation? How is it used as a monetary policy

tool? 9)

(b) Consider a bond that promises to pay Rs. 100 after one year and answer

the following questions-

(i) Calculate the rate of interest if the price of the bond today is
Rs. 80.

(i) If the rate of interest is 25%, calculate the price of the bond

today.
(iii) State the relationship between bond price and interest rate.

(3x3=9)

7. Derive the relationship between High-powered money and total money supply

using money multiplier. (18)

8. Write short notes on any three of the following — (3x6=18)

(1) Positive and normative economics

(i) Balanced budget multiplier

(iii) Uses-of-saving identity

(iv) Determinants of desired investment

(v) Functions of money
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1L (=) srieEer | ESE 3R 1~ A (wages and price adjustment) & i ST
(Keynesian) 3R WA (Clakssical) 3Reehior am 87 FAfte AAA A Qahigha
g&z&ﬁw (unified approach) =t 27 (12)

(@) anfte seiames & A fory WM arel e 9 o B 7 (6)

2. (&) U s=a (National Savings) il IR Fife) ot soe 3 Wk sua @
HeH Ft TEA FHTG )| T S99 & RRiae &1 =aret &) AR Fon fFaw w =n wea

RES (12)

(@) SiEdt (GDP), Sieadt (GNP) & fora war firet 27 afe oiE 23w g faedt sl
wl fgea @ 2, @ fras st 81 & Eseer 8 - GDP @ GNP? (6)

3. (F) T V& srfeen W R FAife St @t awgs, A5 (Wheat) 31 w98 (Cloth) &
Ided w21 e aifere steR af SR adee ag § QM aegst ot
Jeafed WA R A R R B

T WMUR a9 | FUR a¥ | TOAE ag EREIGECN]

| A A wwd | A A wwd
LIS 200 5 240 6
EAE 100 10 120 15
AT HIT

(i) I 99 ¥ AR S (Nominal GDP)

(i) SMUR ¥ S FHPA AT ITANT FA §Y, TN a9 A e o (Real

GDP)

P.T.O.
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(iii) MR 9§ ¥ qOA I9 deh gRdiaeh siert A yfaed ke (3x3=9)

(@) e srfemaea  aifed U s9d (Desired national savings) & e =
&7 (9)
4. () IS 9t IWNTEHGT AR (user cost of capital ) Y GRS Y 3R g0 ekl
=RE RN (9)
(@) w1 Ao fF v seieaean @1 quie fFeafeiRe @t s forar e @ -
I99RT weA ( Consumption function): C = 500 + 0.5Yd
Yd = Y — Taxes
s (Investment): I = 1000
&N & ( Government Expenditure): G = 2000
TRl R (Taxrate): t = 0.2

HEHR ¥ T (Transfers from government): TR = 200

TMOET Y -

(i) 39 ¥Aed § = wM HgaT &R (Equilibrium level of income) 3R NUED

(Multiplier)! (6)

(i) a9 MW fF ¢ FgFR 025 B TN B, W WF FN T GgeAT WK R

37 (3)
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5 (F) B9 SAUIIH S 3R FHeATH Jonferdl & T3 ol wanford Rawar (Automatic
stabilizers) A & B 7 (10)

(@) afe d=a Iosiw wafs (MPC) = 0.8 3 3R Faw % 50 7@ it gfg Bt 2, o o
¥ uRad 7 Ffrml (3)

(1) ==ic SRR (Budget Surplus) T 87 FHRIHE T9ic LT T FA I 27

()

6. (&) el ok 9R=Te (Open Market Operation) T 8 ? Wifges Ay Iuaeor & &9 A

TR I S fRar S 27 (9)

(@) T st R TR Fife o v 9 & a1 100 T I H AET HE B IR
et vl & IR -

(i) afe 3eT dS &l HFd 80 TIA B, A6 =S & &l 0T SHiforg|
(i) afe =T W 25% B, W ST S8 Sl HFd @ 0T Hiforg|

(iii) S8 N FIE IR S W F O e S| (3x3=9)

7. HST U (money multiplier) AT IR T I - Wik o (High-powered money) 3R

qel g7 3111% (total money supply ) & | w6y Heq~ HioTg| (18)

8. TrfoRem & & foredl i\ w wfer feoaoit ford - (3x6=18)

(i) ThrIHeR 3R AFET I (Positive and normative economics )

P.T.O.
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(i) &qferd ssie U (BaLaknced budget multiplier )
(iii) s=@ & ITANT F 9BA (Uses-of-saving identity )
(iv) =rfesa faw = fFais (Determinants of desired investment)

(v) 9=t & FA (Functions of money)

(7500)



