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[This question paper contains 8 printed pages.]
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Instructions for Candidates

1. Write your Roll No. on the tbp immediately on receipt
of this question paper.

2. Attempt any 5 questions.
3.  All Questions carry 18 marks

4. Answers may be written either in English or Hindi;
but the same medium should be used throughout the

paper.
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(a) What is macroeconomics? Explain major issues of

macroeconomics.

(b) What are the differences between Keynesian and

classical approaches? (10,8)
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What are the three methods of measuring national

income? How are the three methods of measuring

national income reconciled? Explain. (18)
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Write short notes on any three :— (6x3)
(a) Balanced budget multiplier

(b) Keynes psychological law of consumption

(¢) Crowding out

(d) Monetary policy tools
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where C is Consumption, Yd is Disposable income, T
is Lumpsum tax, I is investment, i is interest rate, G
is autonomous Government Expenditure, L is Real

Money Demand, M/P is Real Money Supply.
(a) Find the equation of the IS curve.
(b) Find the Equation of the LM curve.

(¢) Find the equilibrium level of output and the rate of

interest. (6,6,6)
w9 o,

C = 600 + 0.80yd

1= 1500
T = 1000
G = 1000
L = 0.20y — 100i
M = 2000
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(a) What is money ? What are its functions?

Explain. | , (10)

(b) Explain the process of credit creation in a single

banking system. ' (8)
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(a) What is the Multiplier? How does the value of the
multiplier depend upon the marginal propensity to

consume? (10)
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(b) How does an increase in government spending and

taxes affect the multiplier? Explain. (8)
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5. (a) Explain the effect of an expansionary fiscal policy
on the equilibrium level of income and interest

rate. ‘ (10)

(b) Distinguish between budget surplus and full
employment budget surplus, which one is a more

useful measure. _ (8)
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6. What is an IS curve? How can we derive it? What
are the factors that determine the slope of the IS

curve? / (18)
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7. Suppose,

C =600 + 0.80yd

I=1500

T = 1000

G = 1000

L = 0.20y — 100i
M = 2000
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