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All questions carry equal marks.
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Q1. (a) Explain the Income 7 Tethod of measuring National Income?
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{b) Explain the problem of Double Counting while estimating National Income? {7.5, 7.5)
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Q2. {a) Explain the Consumption Function and the Saving Function? Represent their relationship with

the help of diagrams?
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(b) In"an economy with MPC 0.75, what will be the increase in the leve] of income, if the

Investment increases by Rs.100 Crores? (10,5) -
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Q3. {(a) With the help of Aggregate Expenditure and Aggregate Demand approach, explain the
determination of National Income in a three sector economy?
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(b) On the basis of the 1. fowing information:
e el & amum o
C=100+0.8Yqwhere Y;.Y~T
T=Rs. 40 Crores,
! = Rs. 38 Crores,
G = Rs. 75 Crores,

Calculate the equilibrium level of National income. (10, 5)
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Q4. {a) What is Balanced Budget Muttiplier? i
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(b} Explain the tools of Fiscal Policy. ' (75, 7.5)
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Q5. Show the effect of a favourable Aggregate Demand Shock on the price level and real Gross
Domestic Product: {a) Sh=¢ : Run and {b) Long Run . : (15)
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5. How do Commercial Banks Create Credit in Multiple Banking System1? Can Commercial Banks
create unlimited amount of Credit? _ (10, 5)
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- Q7 Explainthe meaning of Balance of Payment. What are the main reasons for the adverse Balance

~ ofrayment? . | (5, 10)
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/ Q8. Write short notes on any two of the following: | {(7.5,7.5)
(3) Functions of Money

(b) Derivation of IS curve
{c) Rea! GDP and Neminal GDP
(d) Relation between MPC and Multiplier
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