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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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2
What is a business cycle? How does unemployment change during different
phases of the business cycle? Can the unemployment rate ever become

zero? )

Define Private Savings and explain its uses in the economy. Also, given that
Private Savings = 1065, Investment = 1346, and Current Account Balance

= -220, calculate the level of Government Saving. 9)

Define Private Saving, Government Saving, and National Saving. Explain
their interrelationship in an open economy. Also, analyse how changes in
government saving affect national saving, investment, and the current account

balance. 9)

Explain the concept of the consumption function. Derive its functional form
and discuss the various factors affecting consumption, such as income, wealth,
interest rate, expectations, and demonstration effect. 9)

In a three-sector economy, the consumption function is given by

C =80+ 0.75Yd, investment (I) = 120, government expenditure (G) = 100,
and taxes (T) = 80.

(1) Calculate the equilibrium level of national income.

(i) Find the value of the multiplier.

(i) Determine the level of consumption at equilibrium. (54+2+42)

Explain the concept of desired national saving. Discuss the factors that

influence desired national saving. 9
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4. In a three-sector economy, the consumption function is given as: C = 100 +
0.75Yd, where Yd = Y - T. Investment (I) = 200, Government Expenditure
(G) = 150, and Taxes (T) = 100.

(1) Calculate the equilibrium level of national income.

(i) Find the Government Expenditure Multiplier and the Tax Multiplier

(i) If government expenditure increases by 340, calculate the change in equilibrium

income.

(iv) If taxes increase by 340, calculate the change in equilibrium income.

(v) If both government expenditure and taxes increase by I40 simultaneously,
calculate the net change in equilibrium income and verify the balanced budget

multiplier. (5+4+3+343)

5. (a) Explain how the equilibrium level of national income is determined using the
saving-investment approach in a four-sector (open) economy.

(b) Explain the determination of national income in a three-sector economy using

equations.

6. (a) Can an economy efficiently function without money? Critically examine this
statement by discussing the role and functions of money in overcoming the

limitations of a barter system.

(b) In an economy, the money demand function is given by:

M¢ = 0.37 — 400i, where Y = 3000

P.T.O.
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7.

8.

(a)

(b)

4

(1) Calculate the money demand when :

1=5%
1=7%
1=9%

(i) Show the relationship between money demand and interest rate using

a schedule.

(i) If income increases to Y = 3500, explain how the money demand

curve will shift.

Discuss the causes and consequences of a liquidity trap. How does it affect

the interest rate and money demand? 9)

Explain the concept of money market equilibrium. Analyse how and why
changes in money demand and money supply lead to adjustments in the
equilibrium rate of interest and discuss the economic reasoning behind these

adjustments. 9)

Write a short note on any 3 :

(a)

(b)

(©)

(d)

National wealth

Output gap

Tobin Q theory of investment

Balance budget multiplier 9
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1 (F) EEisE T o1 27 a9 o AT Ion A SRISATd e See 8 ¢
AR & 3 I &Y Fhedl 87 (9)

(@) oot som Y IRt o 3R Srieaee o ggah IURN o SRAT | A1 E, A
oot = = 1065, @ = 1346 3R o] @I AW = -220 B, A GHR S H
TR A Hm| (9)

2. (%) ol s=a, Tt g9 3R U F9d S aRAIT F) U Welt srieaed | g e
Jagay ot AR ) A B, fArewe # R e sud 9 aRaad o 9,
famr 3R =T @ AW N R yfad wRA B (9)

(@) IUHRT Hel S STTLRVT Tl RAT | THHT HiATcHE &I A T X JTHAT
R = FIT (9)

3. (%) v Freria srfemaea W, IuaET woe R YR ¥ e @
C=80+0.75Yd,ﬁa'3T (D = 120, &N I (G) =100, 3R T (T) =801
(i) T T B G &R H 0T A
(i) T[T KT A AT HITQI

(iii) FFAT W ITANT TR A T (9)

(@) aifsd T S=d 1 ATURIT Sl T NG| TS T =T i TAIfad e arel
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4. U fAeeg srefeaeen |, SuNNT weld T weR 9 fear wan 2

C =100 + 0.75Yd, S8 Yd = Y - T, @@ (1) = 200, ¥&@ =29 (G) = 150, 3R &<

(T) = 100 |
(i) TS 3T H I TR H IUET A
(i) R T O 3R F IUIE A

(i) AT T =TT { 40 F g A B, AN AT JF { GRaAA & A0
i

(iv) e & ¥ 240 & Ifg BN B, A G T A IRaAT F 0T AR

(v) af¢ TWHEY = R IR I A UF AY 340 A g B B, N A I X TE
IRaei & TN FIRT 3R Ao Tole U I G ST

(5+4+3+3+3)
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(@) fr&r srfeaaeen W, W1 W wee 9 R @ fear e 2

M¢ = 0.37 — 400i, 58T Y = 3000
(i) |ET AN & 0T HG o
i=5%
i=7%

i=9%
(i) TS STEA T ITANT e qF AN IR S R h G G9e 90N

(iii) AfF 3T g Y = 3500 B WAt &, A G foh AT AN Ioh FE TAFIGRT
BRI

7. (F) T T B FRON IR IRo W T= ARG a8 e WS qST AT R D
wHIfee e 87

(@) 3T IR Ege St TRV i AT g1 F5T ) A9 3R SRt & uRad= fora
TR 3R A I TS T | GGG I FRUT 999 3, 8T fageiwor o 3R 37
TR & WS & F T | = R

8. T ¥ fp=dl 3 W ofera feuht fofay

(F) T E=T

(@) IET AW
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