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How is the Price Index Number calculated and what is its significance in

measuring inflation ? 14
OR

What is an Index Number ? Explain the construction and limitations of it. 14

Elaborate the Fisher equation MV = PT in detail. What does this equation

represent ? 14
OR
Discuss the Cambridge Cash Balance Approach to the quantity theory of money. 14

Explain meaning, nature and various causes of inflation in detail. 14
OR
(1)  Explain the concept of ‘Inflationary gap’. 14

(2) Discuss the price control policy.

Elaborate the concept of ‘Rational Expectation Hypothesis’. 14
OR

Explain various determinants of money supply. 14
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5. Choose correct answer : (Any seven)
(1) In Index number, price in the base year is denoted by symbol.
(@) P, (b) P, (c) PP,
(2) InIndex Number, base year should be always
(a) normal
(b) abnormal
(c) it should be far ago

(3) Inthe quantity theory of money, ‘V’ represents velocity of

(a) goods (b) production (c) money
(4) of money and supply of money are related inversely.
(a) value (b) quantity (c) price
(5) In quantity theory of money, the approach considers the demand for

money as a store of value.

(a) cashbalance (b) cash transaction (c) cashvalue
(6) The concept of inflationary gap was given by
(a) Hicks (b) Friedman (c) Keynes

(7) The ‘Phillips curve’ represents the relationship between the rate of unemployment
and changes in rate of

(a) real wage (b) money wage (c) investment

(8) “The Phillips curve’ is to the origin.
(a) convex (b) concave (c) positive

9) favoured ‘Rules’ theory regarding the change in the money supply.
(a) Friedman (b) Pigou (c) Keynes

(10) There are measures of money supply in India.
(a) two (b) four (c) three

(11) According to the , that changes in the money supply have direct
influence on expenditure and income.
(a) Monetarists (b) Keynes (c) Pigou

(12) An Index Number can serve many purposes is called Index Number.
(a) General (b)  Special (c) Costofliving
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I. (a) “Index Number is a criteria for value of money.” Discuss. 14
OR

1. (b) Explain meaning, importance and limitations of Index Number. 14

2. (a) Discuss the meaning of money supply. Critically examine the Quantity theory of

money given by Prof. Fisher. 14
OR
2. (b) Elaborate the ‘Cambridge Equation’ in the context of Quantity theory of money in
detail. 14
3. (a) Discuss meaning, types and causes of inflation. 14
OR
3. (b) Examine various effects of inflation. Analyse the price control policy. 14

4. (a) Elaborate the concept of “Rules v/s Discretion” policy regarding the change in the

money supply. 14
OR

4.  (b) Discuss various factors affecting to the supply of money. 14
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14

5. Choose correct answer : (Any seven)
(1) An Index Number calculated with a single variable is called Index
Number.
(a) composite (b) univariate (c) specialised
(2) Fisher’s Index Number is called as Ideal Index Number. This sentence is
(a) true (b) false (c) None of above
(3) Index Number is always expressed in
(a) ratio (b) percentage (c) proportion
(4) PT =MV +M'V'equation referred quantity theory of money.
(a)  Fisher’s (b) Marshall’s (c) Pigou’s
(5) Value of money and supply of money are related
(a) inversely (b) directly (c) None of above
(6) The classical economists believed that when the quantity of money doubled, price
level would
(a) remain constant (b) fall (c) double
(7) Inflation is always and everywhere a monetary phenomenon. This concept is
given by
(a) Keynes (b) Friedman (c) Pigou
en the annual intlation rate 1s 1n single digit, 1t 1s known as intlation.
(8) When th Linflati is in single digit, it is kn i flati
(a) walking (b) running (c) creeping
(9) Cost-push inflation is caused by
(a) Wage-Push (b) Profit-Push (c) Above both are true
(10) Unchecked open inflation, ultimately leads to inflation.
(a) hyper (b) suppressed (c) mark-up
(11) The determinants of money supply are
(a) exogenous (b) endogenous (c) Above both
(12) favoured discretion theory regarding the change in money supply.
(a) Friedman (b) Hicks (c) Keynes
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