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Explain the income determination in a two sector economy

model using aggregate expenditure approach and saving-

inve'stment approach with the help of a diagram. 15
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(r) The following information about an economy i, gir"n 
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(2\ 7w

Write short notes on any ndo : 7Yr.7%

(r) Real CDP and Nominal GDP

(ii) Consumption Funclion

(iii) Batance of Payrnenb (

(ry) Sp€culalive Motive for Money.

ffi A q{ {fqr< ffi fetuq :

(,) qrRkfi T6,H Q-qsflR W dt&tr qs-d *(
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(iii) YrrdH {q

(,v) 5-fl + taS^. s<I T€{qi

What is the meaning of Fiscal Policy and Monetary Policy (

of the Government ? How can fhey be used to correcl output,

employmeot and price imbalances ? 7Y\7%
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Explain the income method of estimating national income.

What precautioos need to be taken while using this

method ? 105
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(a) With the help of a diagram derive the saving firnction

from the consumprion function- 
.

(6) Calculate malginal propensity to consume and marginal

propensity to save from the following schedule : lQr5
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(6) 7M9
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An increase in the marginal propensity to impon reduces the

equilibrium income in an open economy while an increase in

autonomous exports increases the equilibrium income. Explain

with the help of diagrams. 15
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What is money ? Explain the functions of money. 5,lO \/
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(5 ) '7C6.9

(a) Determine the equilibrium level of income and

consumption.

(b) Whar is the value of investmenr mulriplier ?

(c) If C increases to I 200 crores, what is the new

equilibrium level of output 2

(i0 The size of the investment multiplier varies directly with

the size of the marginal propensity of consume (MpC).

Do you agree with the sbtemenr ? 9,6
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