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

3.     Attempt any five questions out of seven 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.                             r

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 7)

TheaggregateproductionfunctionintheClassicalModelisgivenas:y=F(E,I).
Using the data in the Table-1 below, draw the aggregate production function
curveandthecorrespondingmarginalproductivityoflabour(MPN)curves.Identify
the area on the MPN curve that exhibits diminishing returns.

Table-1

N=LabourY-Output 0 1 2 3 4 5 6

0 10 20 28 33 34 32

Elaborate  upon  the  Cambridge  approach  to  the  quantity  theory  of money.
Compared to the Fisherian version, how does the Cambridge version represent
a step toward more modern monetary theories?

What are the sources of nominal wage rigidity according to the Keynesian theory?
Explain.

Discuss Friedman's theory of natural rates of unemploynient and output. Illustrate
the natural rates of employment and output using a suitable diagram.

What is the Keynesian interpretation of the Philips curve? How does it differ
from the natural rate theory in terms of policy conclusions? Elaborate.

What is.the key assumption behind the life cycle hypothesis? Illustrate the pattern
of lifetime income, consumption, saving, and wealth in the life - cycle model in
terms of a suitable diagram.

Is there a relation between stock market and the cost of capital? In this context,
describe the q theory of investment.

SECTION-B

(Attempt  any  5  questions  out  of 7)
"In the Classical model, labour supply depends positively on the real wage".

Discuss.

Derive Keynesian aggregate demand schedule from IS-LM model. How does an
increase in money supply affect the aggregate demand schedule?

Elaborate upon Friedman's analysis of the long-run effects of monetary policy.
How do they differ from the corresponding short-run effects?
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4.     Derive the Keynesian aggregate supply curve with the assumption of fixed money
wage. Explain how aggregate supply responds to` a change in the price level along
the Keynesian aggregate supply curve.

J
5.     What  are  the  general  characteristics  and  criticism  of  theory  of  adaptive

expectations? Explain with a suitable example.

6.     S`uppose that a person starts life at age 20, plans to work until age 65, and will
die at age 80 and that annual labour income, YL,. is $30,000. From this information,
calculate the following figures for this person: (i) lifetime resources, (ii) annual
consumption,  (iii)  marginal  propensity  to  consume,  (iv)  maximum  wealth
accumulated. What would be the increase in his annual consumption if (a) income
were to rise permanently by $3,000 per year (at age 20), and (b) income were
to  rise by $3,000  but  only for One year (at  age  20)?  Calculate  MPC  out  of

permanent income and transitory income for cases (a) and (b) above.

7.     What  is  desired  capital  stock?;'Discuss  the  determinants  of desired  capital
stock.

ds-Ch  (SECTION-A)

(i S a faiEEf 5 wi i en t)

I.      rfurfu (Classical Model) SiTq5Fi3tqTFTTFm (Aggregate production Function) iin
iTqT €i ira ft Its arfin-1 t* HisS tFT wh ed or, aa5a GH15T TEaT qqT 3ife
dRE eFT th th <3t+il¢chdi-  (MPN) i]R cai SHFT iPr RE c.+iqqi.'ar qff TR GH deT
aPr i5aFT irm a i5TenFT qfha (Diminishing Retuns) ch qffi q{aT ai

fflRiii5l-I

N (an) 0 1 2 3 4 5 6
y  (i3tqT5T) 0 10 20 28 33 34 32

2.    gET a qfin iaed (Quantity Theory Of Money) a iife Efen iFT iaRT a qfa
dENfuiifroi}iinifrgr]Ta.,tstainifroan9haitisiasiftdrvqT5EF
ian a?

4.

afrfro iaed  (Keynesian Theory) i} 3IgrR qrmla qHEa ±  (Nominal Wage
RI8idity) i± wh iHT ¥? qTen rfui
iifeifrath3ife3EqTETdPrHngftyed.ifriinTRedqrmivqTgqgrrfu
ffl wh ed in 3ir SHTET R giv ed. Ea H¥ rmi

P.T.O.
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5.    ii5iha q5 (phiiiips curve) iPr ifiaRI iqlRIr fflT ¥? itfin its ii ffi S qa
q5fha a iin a ian itr €3 iaRE a ail

6.    ifeqffi;. qRa5an (Life cycle Hypothesis) i± ifta gr uT{uTT fflT a? vat 3qgr air
aqT8qqaiELaaTfa¥fflTthalFT,wh,qqa3isaTi±iqRIiitrfuERII

7.    qT dr .q[q[{ 3ft{ ® ift aFTa iS rfu Eat iifer a? EH at ¥ iin a `q' iin
(qTheoryoflnvestment)iFTrfuififtrl

ds-a  (SECTloN-B)
(i * a ias 5 FF# 7* en i)

I.      "rfuifa (classical model) ti, SHF ift enTpe qT5rfaEFTqap TRq5i{TEqiF RIa ia*
ed €i». ed rml

2.     Is-LM ire a tfiaiin i]qJa rfu  (Aggregate Demand)  ffl5@ igr] diftrl ¥it
aillst a. S Hi5a rfu stRE ch ca Fife ed a3

3.   ife itfa a ardaTlia5 midaf ifr itsinifr iadr ffl iaRE a whiife[ a ffi
SIFT-a,irtlcb wh. a tan itr a.3

4.    isre g=T Tap th €]rm ifr Hlq iaafhaHEFa fflEpe  (Aggregate supply) ilE FTF
irmiqi]FTatiaTdaaiinq5aentiqEifrHTqqFt5I¥qRIi±iiriTq5aenTpe
tsa qian q5ch ¥i

5.     ffl5qiEEap rfudi (Adaptive Expectations) i± iaiEfa dPr iTTma iadr air errm
qT ¥? ngEF T3qgr s€T5{OT i± HTq ckt

6.    q[TapeiaTngqFrfu 20 qfith engSiingri=q[¥, 65 rich engaaT5FTed
th fifiF:;:IT T5]iar €, 8ir 80 rf ch SITE $ 3Htfr ¥q a all 3HEft rfu 5FT 3ma (yL)
$30,000 €i gq ± a 8H rfu i± iae fife ap a iTui]T tatt :

(i)   aTRE rfuIT (Lifetime resources),
(ji)  qtPerfu (Annual consumption) ,
(iii)  enin ch ffi Hgiv (Mpc),
(iv)  ffi fflffro HT (Maximum wealth) I

ed ife wh a iaTafl qu an qR :
(iF)  ama teTTft RI a $3,000 rfu ed  (20 ri a 3]Tg ¥) a? wh a, 3ft{
(iF)  ama $3,000 a? wh a aia5Tfa Tat at i± itr (20 rf th s]i= S) ?
3qha qffl@[. (E) aife (a) a ickch an 3ft{ RE an a a NIc ift TTOFTr diftri
qffa;a xp iEiqT  (Desired capital stock) THr a? qffha ® as a ire tR ed
ififtrl
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