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Note :  Answers may be written either in English or in Hindi; but the same medium should be

used throughout the paper.
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The paper is divided in three Sections A, B and C.
All questions from each Section should be attempted together.
All questions are compulsory.
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I.  (¢) What determines the total production of goods and services in classical theory. 5
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What are the determinants of desired capitél stock ? Explain Flexible Accelerator
model in this context. _ 10
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What -determines the demand for goods and services in classical framework ? 5.
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Explain the Boumol-Tobin cash managément approach to demand for money. 10
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Show the derivation of LM curve. Which factors determine slope and position
of LM curve. 8
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Show the effect of fiscal policy in case of different types of LM curve. 7

WEE A % LM 9% @ fafe TR wwe ewisd




(8]

(3) - 5739
Or
(3rr=m)

(a) Explain the Keynesian model of determination of equilibrium income and output.
How does an increase in spending raise the equilibrium level of income ? Expléin
with the help of a diagram. | | 8
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(b) What is crowding out ? How is it accommodated with monetary expansion ? 7
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Given the following information :
Consumption : C =100 + .75 Yd
Investment 1 =200 - 8i
Govt. Expenditure G = 150
Taxes LT = 020Y
DD for Money : L = 04Y - 2i
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Nominal SS for Money : Ms = 800
Price Level . P =2
(a) .Determine equilibrium level of income and the rate of interest.
(b) If the Government expenditure is increased by 50, determine the new equilibrium
level of income.

(c) Determine the extent of crowding out of income. 6+5+4
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Y9I : C =100 + .75 Yd
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Given the following information :
Consumption : C =200 + .75 Yd
Investment 1 = 296 - 16i
Govt. Expenditure G = 340
Tax T = 0.2Y
Transfer Payments : TR = 80
DD for Money : L = 02Y - 8i

Nominal SS for Money : Ms = 400

Price Level . P = 2

(a) Determine equilibrium level of income and the rate of interest.

(b)) What is the value of monetary policy multiplier ?

(c) . How much increase in money supply is required to increase equilibrium income
by 100 ? | 6+5+4
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Ex . T = 02Y
S U GRS : TR = 80
s CAC A e ) : L=O.2Y.— 8i

genfase {E ® YA Ms = 400
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(¢) Show the effect of monetary expansion on equilibrium output and the price level

in short run, medium term and long run.
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() Explain natural rate of unemployment.
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Expectation-augmented Aggregate Supply Curve highlights the role of expectations
in wage setting in the labour .market. Explain. | 8
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Briefly describe social costs of inflation. | ) 7
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Discuss the derivation of IS curves un;ier Mundell-Fleming model in an open

economy. 8
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(b) Briefly describe the effects of Fiscal policy at home and abroad on Trade Balance

in a small open economy. | 7
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(a') Differentiate between nominal and real. exchange rate. Also discuss tile determinants

of real exchange rate. 8
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(b) Discuss the effects of Fiscal Policy at home and shifts in investment demand in
a large economy. 5+2=7
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