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!l>t.P,t\t Ood!:._ llCOM-106 _ ----~- Subject: Mac_!'O_Econ_!)micl!Jf)_ I 
Tlm_«'.l~ 3 Moun _________ Maximum Marks: ~~ 

'. -k'\'ot@: Att•~t alt qu_-;;d.~;;; as dt"!_cted. _ _!nt.mal_ ~hoic• t~ ica_t•d. ] 

1 . .) \ Anc-rn pt any Four t'f the fo llo" 'ing question~ (4x!5• 20) 
:\I <. ' itt ulnr now nf money in n n open c<-'Onon·w 
l\) t\lnq.;.i1111l cffi(icnry of t.:uµita l nnd mnrginnl efficiency of investment 
r ) ll uw dm·~ o balirnc-c-d budg-et multiplier opcrnte when n lumpsum 

t,t.~ and u p r"tlportionu1 income tnx nre levied 
d) Co~t pu$h and demand-pull inflntion. 
t") ltffc<'tivc demond 
Q IS liM fun..:-lion:-. 

tJ..'l nJ Which nspccts or ru-ullysing the economy-wide magnitudes are 
"mnc-ro~, 1u1d which 01-c •stutic"? Suitably Illustrate your nnswcr.(3) 

b) On the bo~is of tht" following informntion, culculatc Net Nationa l 
Product nt Market Pnces und Disposnblc 1:ersonal. Income: 7t 

I B_~ Ir~ Cr_2;·cs 
Nt't domesllc _product o.l fl\c-tor ~ st _ _ _ 1~489 ___ _ 
h\C'OlnC' from no~c-~t1 ~_produ~-cnung to government 140-=-----' 
NCltion!'l De_l)t mterrst _ __ ____ 170 
Tr,msfer pn~m ents t1_,&_o,"t"ntmrnt ____ 240 
~t't pm"1~e ~onati~ from nbrood _______ 30 

~ Net eame<i in~me from abro11d 80 
I lndirt"Ct 1'n.~es_____ ____ ____ 133:..:0::__ __ __, 

Direct Taxes ___ _______ 335 ____ ~ 

[

Subsidies - - - _ -------1• 100 
Tu~ecs on c~p ornte ,erofi ts _____ ---------'-2=2'--"2 ___ ---4 

~ njistri~uted pro_fi ts of corporations 105 
OR 

Q3 Which of tl1e following are likely to increose measured GDP, and which 
arc likely to reduce it? Give justification. (10) 
a) The fraction of women working outside the home increases. 
b) There is a sharp increase in the crime rate. 
c) Higher tax rates cause some people to hide more of the income 

they earn. 

Q4 Why did the classical economists assume that full employment would be 
automatic in a competitive economy? On what grounds did Keynes 
question this assumption? ( 10) 

OR 
QS "Keynes's consumption function is an epoch-making contribution to the 

tools of economic analysis•. Discuss this statement and bring out the 
importance of consumption function in macroeconomic analysis. (10) 
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Q6 What is a business cycle? lt is a well-known fact that modern economies 

are characterized by business cycles. Docs this mean that it is very easy 

for firms to decide whether to expand or not since entrepreneurs can 

easily forecast future economic growth? Comment. (10) 

Q7 a) 

b) 

OR 
Which is a greater problem: anticipated inflation or unanticipated 
inflation? Explain. (5) 

Suppose that the inflation rate turns out to be much higher than 
most people expected. In that case, would you rather have been a 
borrower or a lender? Explain. (5) 

Q8 A student says: "I understand why the RBI uses expansionary policy, but 
1 don't understand why it would ever use contractionary policy. Why 

would the government ever want the economy to contract?" Briefly 
answer the student's question. ( 10) 

OR 
Q9 According to the quantity theory of money, if velocity does not change 

when a country's money supply increases, will there be an increase in 
nominal or real GDP? Discuss. (10) 
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