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Instructions for Candidates

1. Write your Roll No. on the top immediately‘ on receipt of this question paper.
2. Attempt five questiqns in all.

3. Question Number 1 is compulsory.

4. Attempt any four questions from Question No. 2 to 8.

5. All questions carry equal marks.

6. Answers may be written either in English or in Hindi; but the same medium
should be used throughout the paper.
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1. Attempt any two - W e

(a) Explain circular flow of income in a four sector economy.

(b) Explain the relationship between MPC and MPS, using diagrams.
(c) Explain the speculative demand for money. |

(d) How does government expenditure affect equilibrium level of GDP ? Explain

using appropriate diagram.
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4. Explain income method of estimation of GDP. What economic activities are not

inchuded in GDP ?

. 5. What is net export function ? Explain with the help of diagram. (15)
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-~ 6. (a) Given the following :
Consumption function
Taxes

Irwestment

Government expenditure

C =60+ 0.6’5((l
T = Rs. 40 crores
I = Rs. 500 crores

G = Rs. 100 crores

Exports X = Rs. 20 crore
Imports M = Rs. 40 crores
Disposable income Y, =Y-T

Find:

(i) Eqﬁilibrium level of income. (2)
(i) Equilibrium level of consumption. : (2)
(iii) Equilibrium level of savings. (2)
(iv) Disposable income. (2)
(v) Net exports. (2)
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-(b) Saving function 18 given by 5
g =-100 * 0.25Y
£ multiplier. (2)
3
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7. (a) If the central bank wants to expand money supply, how it will
use the instruments to increase the money supply ? Explain your

- answer.

(b) What will be the amount of credit created in the economy if the
amount of initial deposits with the bank is Rs. 20,000 crores and
required reserve ratio is 20 percent? What will be the effect on
credit creation if the Central bank reduces required reserve ratio to 10

percent ? (9,6)
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8. (a) Explain paradox of thrift.

(b) What is fiscal Policy ? How fiscal policy does has a multiplier effect on

the economy. Explain with an appropriate diagram. (7,8)
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