
(3) What are the levels of consumption (C) and money
demand (lvf t corresponding to equlibrium Ievel
of income?

uc*.r qq (c) s U{r sft frrr @") + {-gd-{
wt s+ frEfRH 6t r 4+6

(e) (i) Explain how output and employment are
determined within the classical macroeconomic
model. Also discuss the impact of an increase in
women participation in workforce on real wages,
output and employment.

elqr q't f6 +ft ffirk6-d {qFerrd qrffi-6 fsd
* eHd E{rq q t-.drrm ffiil Afr trqs *
{TflrEg * i-E'm, e-crcq s Er6fu6 qqqt qr
qMsft fi{qlkt eTrfuddt 6rtoifrEE
t5.r wr yqrq 6hnr

(ii) Suppose, we have an economy described by the
following equations: t
Consumption Expenditure. C = 50+ 5YD
Investment Expenditure, I= 70
Govemment Expenditure, G = 200
Transfer Payments, TR = lO0
Taxrate.r=0.20
Where YD is disposable income.
Calculate the equilibrium level of income and the
budget surplus.
qrr dfuq q1 6qrt crff qr+ qfrE{qr t ftt
Frqftlc( Tffii am sefqr rqr t:

-/.Fffi sqqFr c = 50+=YD)
tufr frfuI = 70
(f6,rt Et(G=2oo
6R[il-{"T TrfrFr TR = l0o
i5-( ((, = 0.20

wd voq-+q qrq

cqe qfu6'rq a ura * (1rr wt +1 art qt t s+s
8 t500
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(l) Differentiate between intermediate and final goods.
lJnder which category are 'Capital Goods' included?
r.zr+ff q erfuq qqe{r + +s oiil{ at r ,.(ftrrr
qs0qT" ,fr t6'ff +"ft t {Ilfrfi f+'qr wgrnz b

tb) Why are goods and services included in GDP at rheir
market values? Are there any disadvantages in using
markel values to measure production? Discuss briefly.
qq q tsr$ di sr& ErqR {fl rR mr-dT qt(asrc
(GDP) t d enkd fuqr qrm ti .s-src sh1 qrci q
EMR TaT q,I sc*rr +ti * wr affi Bi ftq(
qrsr qtt 5

(c) (i) Define 'Private Savings'. How are they used in the
economy?

"ffi T{d}" 6i cfuflfud otr r€ oT{qrsr q
*fr scftrr f*qr qrm ti

(ii) In an economy, 'Private Savings' is I065,
Investment = 1346 and the Current Account
Balance is negative (-220). How much is
Govemment saving in this economy?

\16- q+q{{qr q ffi {qfr roos t, ftfu = relo
q sr(crf,r Sq T'ntrm' (-zzo) t I g€ orfqr(qr
d n-r6rt eqr fu-n-ft ti 3+z

(d) (i) What are 'Official Reserve Transactions' in the
'Balance of Payments' of a country?

cs fu * Trdr{ fu t "eilftRprs M fu-t{"
€f t?

(ii) A firm makes and sells jam using fruit it buys from
another firrn lbr Rs. 80.fi)0. It pays its workers Rs.
5().000; pays Rs. 20,000 in taxes and has profits of
Rs. .10,ff)0. What is its valuc added?

116 m-rt E{rft q{ t so,ooo r" ri qtt rrg siif +,r

sqtrr 6rS frq 61 E-{rfr q ffi tr {€ orvi

(d) (i) Explain with the help of an IS-LM diagram. rhc
impact of an incrcase in the supply of money orr

the level of incomc lnd inlerest rate.

.{r.r Klr q ar- ({ rR sr y,Fd q gfir * s"{r{ +
ts-LM fu{ fi ro{rf,I t rqrqr 6.{ r

(ii) Assume thc following IS-LM model:
Goods Market:

Consumption 1C) = fOo+fVo
Investment (I) = 30G40i
Government purchases (G) = 120
Taxes CIA) = l/4Y
Net Exports (NX) = (-20)
where YD is disposable income
Money Market:
Real money supply (M/P) = 250
Money demnd (Md) = tllY-t0Oi
ffifuT rs-LMfr-sfl +1 qrBg:
qq fr{:
ffi gq$rrrcl= rm+fvo
ffi FAsr (r) = 3rxl-4oi

$Cs'rt qt{ (G) = 120

6t (TA) = l/4Y
gu Rufa (Nx) = (-20)
q-6i YD r+q eTrq

$iT q\.,rR:

ErRk6 W Xfrf tuny = zso

5n qFI (Md) = tl+Y-tooi
(l) Derive the equations of the IS and LM curves.

rs-LM{m't + v{-6.'{"r gca otr
(2) Determine the equilibrium levels of income (y),

interest rate i.

veftri* GHr Hd +1Mlcc +1r
'l Turn Ovrr
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(ii) In the Classical model an increase in money supply
leads to an increase in real output and price level.

ffirRffifi {sd E, 5ar {ffi d gk t qr<irs
udrr{ iT ffrc wt { gFe ffi tr 5

(b) (i) Illustrate, graphically. the determination of interest
rate in the classical system. Explain what happens
when there is a drop in autonomous investment
demand. Does it rcduce the overall demand in the
economy?

fu*rq c+aet t ffirk*-d wTrfr t qM ct frqkoT

*1 tqfiEq r qr@T 6t Fqr frqr qfr sqfffi ftaPT

qFr qs qIff tr wr q-e wk{(qr { 5o ri,r *1
q-erfr tr

(ii) For a simple model of the expenditure sector with
Government and income taxes, derive the
expenditure multiplier and explain how it changes

as the marginal propensity to save increases.

snq i6't q {aiE,ri + TTIq ar{t 8a * W qr€IR"r

fw *Rrteq gur+,6]Esq m aqr qrgt ot
ir qe r*ir rEorn-qm 65q-q e-m ffi <-otir ir

5+5
(c) (i) What are 'automatic stabilizers'? Give example.

rrs1ffiQfu'eMS{" qr ti sqrceT tr
(ii) In a simple expenditure model, if total autonomous

spending, A is 800, the marginal propensity to save

. is 0.2 and the marginal tax rate t is 0.25, what is the

equilibrium level of income?
g4' {IemrT qq f5fr d, qfr W sqfuo qq A
8oot, frqra €fi r-1fu 0.2 t, s frqr< 6l <t
0.25 t, A qrq 6,I fgm{ ER FII A{r?

(iii)Define IS curve. How would you describe points
above and below the IS curve?

IssTF' d cfuflfril attts qm' t oTt e *t *
Fq-€d fr1 sll.r alr@tr *fr sittl 3+3+4

t735 6

6ffi iF'I so,ooo t" tfr t, zo,ooo t.o ir'{ tfr
t q no,ooo so irr irTgr +qrfr t t gg,e Xs Etr
RT B?

'(iii)A factory owner purchased 5 new machines at Rs'

30,000 each. He sold his old ones for Rs. 60'000.

What is the net impact of these transactions on

GDP?

Em ffi + qftq' t go,ooo u" Yfr * frTd s{
5 Ti qrftt qtfi r ssi qrft s{fi qqftt eo,ooo

so *1tqff r F{fu-efr trl cDP c{ gs
qql?t flr +rni 3+l+l

2. Part (a) is compulsory. Do any three out of Part (b)' (c)' (d)

and (e).

vrrr (a) ufir*r{ } 1 qFr @), (c), (d) 
" 

tel t t +t{ frq qt t

(a) (i) What is meant by 'debt monetization'?

"eiq Stqt{q" t emq wr argfr tl
(ii) What is the effect ofan increase in expected inflation

on demand for real moneY balances?

qr€fu+' 5il *s + tfis qrrr r{ irqfu( Sft {
Ze in irqr qcrq t?
2+2

(b) (i) Use tte nrarket for Gntral Bank Money. to graphically

illustrate and briefly explain the effects of an Open

Market sale of bonds by the Central Bank on the

equilibrium interest rate.

rigo-r <m qt Y( +*q *o anr gfr EMR q

qtr$ sft M * sqra d ftw qrq dftg q
fu*rq g.ff6{ar * ftq ffiq t'6' gfi * qMR i5r

eqfrrr 6"tr
tiir Define transactions velncity of money. Also,

caiculate it if the currcnt value of transactions in a

i
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(c) (i)

year is Rs. 1500 crores and the money stock is Rs.
75 crores.

Tn fu-+{ tr qt cfu{rfud qtr fr* rrqiT S
ot, qfr co, s{ d fu-t{.6r qr(1er l5oo 6-ts
rqE q g{r So zs 6.t-S cca t r 4+3
Assume, all money is held in the form of currency,
and thar Central Bank Money is initially Rs. 200
crores. If it pursues an expansionary Open Market
Operation worth Rs. l0 crores, what will be its
impact on its balance sheet and the money demand
and the money supply curve?
qH dfrs, fu sfr U{r Eir* + sq d t q qnq
q ffiq to gn zoo c.'fu Ect tr qR qa ro
q.G Fct * Xs d frqe gfr elsR sFfiqr(
qq-{rfftfr sr6r+il{ efu, gil mqFr *i gfrr
d Xftf cr €r ffirE c.&n?
Discuss the Cambridge version of the ,euantity
Theory of Money'. When is it equivalent to the
Fisher's version?

"gqr + cfrqrur fucid', + *&e +q fr q-qf of r

T6 forR cc fr qqn q-s *dr ti 4+3
Assume that all individuals do not hold curency
and that the reserve ratio (R.rD) is 0.25. Also, assume
that the monetary base equals Rs. 300 crore.
Calculate the amount of:
qr{ dFrS fu Eqfu qct crfi q;id qfi {st q
ffi qvn G/D)o.2str {6 * qrfts fr fftr6
silsrR Boo srG Fcqi * s{rs{ tr ffifua d
qr*r qi TgHI 6't:
( I ) reserves

M
(2) checkable deposits

++m qq't
4

(3) the money supply

lFr * {tr
(d) the money multiplier.

5frr gqis' I

(ii) Briefly explain, what happens ro rhe money
multiplier when there is an increase in the proponion
of money people want to hold in curency.
(ftq qrqr 6t, fi Eck qct cm qH +
qgcm fr Zf6 6t d gn g"r5 q{ iHr sqrE
cfur 4+3

(e) Derive an algebraic expression for the demand for
Central Bank Money in terms of the parameters C (ratio

, of currency to money demand) and g (reserve deposit
ratio). Graphically illustrate the equilibrium in the
market for Central Bank Money, How would the
equilibriugr interest rate change if the demand for
Central Bank Money increases?

*'dq fu gn * qh * ffid c (6H 6r g*r qt r
t qvm) q o (fur{ qqr qyrd) * w dftrqffi
€6c 6) Eua qrtt +dc +5 gar * frq qrqR t
r(WT fr1fu*qq cqr6{ur t eqdqqr (1o-r em < *fr
Tqfr,t qR Hq tq' W # qt'r 16 qrft tt

Part (a) is compulsory. Do aury three out.of parts (b), (c),
(d) and (e).
qm (a)qfuqrd tr qrqo),(c),(d)s (e)d t +t{ frq
qtr
(a) Comment on the following statements:

ftqfrfdd erf,T s( ild E't,
(i) In the Keynesian model, an increase in Govemmenr

spending leads to an incrcase in both consumption
expenditure and savings.
+ifr{i{fsfi q, rcnrt eqq Z&'t sc*,r qq
ilr {qt fril d fa dfr tr
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