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Question No. 1 is compulsory. Attempt any four of the remaining seven. 

I. · Write sh01i notes on any two of the following : 

(u) Nominal and Real GOP 

(h) Government Spending Multiplier 

(c) Transactions Demand for money. 7.5+7.5 
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( ({) Discuss Circular Flow of Income in the context of a Four-Sector Economy. . ·· 7.5 

(h) Explain th~ relationship between Investment Multiplier and Marginal Propensity 

to Save (\IPS). 7.5 

( Cf1) T.fR ~ 31~ Oll Cl ~ ct. "W;:'4 if 31r:l ct ~ ~ qff -:q:qf . Cfll f~ ~ 
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3. How is the ;\;ational Income calculated using Income Method ? 15 

4. Given the following for an Economy : 

Consumption Function C = 85 +- 0.5 Y d 

Investment Function I = 85 

Government Spending G = 60 

:--Jet Taxes T '--" -40 -t- 0.25 Y 
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Disposable Income Yd = Y - T 

Equilibrium Y = C -t- I + G 

Solve for equilibrium income. How much does the Govt. collect in Net Taxes when the Economy 

is in Equilibrium '? What is the Government Budget Deficit or Surplus ? 

f.:fcm l:fim I ---= 8 5 

·\I~ Cfi\ l = - 40 ; 0.25 y 

q~ 3=fTGT v d . Y ·- r 

\8 1)C'i 'i Y = C + I + G 

15 

• 3=fTGT cfi ~ ~ cR I \8\Chl{ cfiT fq)(Rl ~ Cfi\ ~ ~ ~ 31~Clfq~ 

~tlC'i'i if m 1 \8{Cf)l{ CfiT ~ t:fRl 7:JT 31f~ cp:rr % ? 

5. (u) What is "The Paradox of Thrift' '? 7.5 

(h) Given the Consumption Function C = 200 + 0.8 Y and Investment I 100, 

AE = C + I and AE = Y. Determine the equilibrium level oflncome. What is MPC 

and Investment Multiplier here'? 7.5 

(en) ' ~ CfiT fcrom'llm ' CFTI % ? 

c~) ~ ~ ~mrr l:fim c = 2oo -r o.8 v n~ f:fcM I = 1 oo, AE = c + r n~ 
J\E c_c Y 3=fTGT CfiT ~ «R f.fmfu:r cR I ~ \1PC 3ffi R<W :rrrcn CFTI 

% ? 
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6. h:plain the equilibrium in money market. How does the change in Money Supply affect the 

I ntcrest rate '? 15 

·5:~1 ~R if fi'1<_YH Cfi1 6'011&11 ~ I ~ Cfi1 ~ if · qftCict1 ~ ~ c€r ~ 

1J CfiH >r'lllfcrc:r Cfi«<T % ? 

7. Discuss the Saving-Investment Approach to equilibrium in a Two-Sector Economy. 15 

X. l·~plain the concept of \hme~ and ih !"unctions. 15 
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