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1. (a) Whatis National Income ? Explain production method to measure National Income
and its limitations. 6

OR

Explain the concepts of Gross Domestic Product (GDP) and Net National Product
(NNP) and differentiate between them.

(b) Explain sectoral composition of National Income. 4
OR
Describe difficulties in measuring National Income.
(c) Write a note on “GDP deflator”. 4
OR

Differentiate between Personal Income and Disposable Income.

2. (&) Explain Fisher’s equation of exchange. 6
OR
Explain Cambridge’s cash balance equation.
(b) Explain functions of Money. 4
OR
Explain types of Money.

(c) Explain alternative measures of money supply as proposed by the Reserve Bank of
India. 4

OR

Discuss the factors affecting money supply or explain types of credit.
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3. (@) Explain Say’s law of Market with its limitations. 6
OR

Explain Keynes’s under-employment equilibrium theory on the basis of aggregate
demand price and aggregate supply price.

(b) What is consumption function ? Explain in short the factors affecting consumption
function. 4

OR

Explain the concepts of average propensity to consume and marginal propensity to
consume with the help of an example.

() What is marginal efficiency of capital ? Explain supply price of capital asset and

present value of the annual expected returns of capital asset. 4
OR
Describe the equation of Investment multiplier and discuss in short the leakages of
Multiplier.
4. (@) Whatis business cycle ? Explain phases of business cycle. 6

OR
Critically discuss Liquidity Preference Theory of Interest.
(b) Explain diagrammatically demand pull inflation. 4
OR
Discuss the effects of inflation on the various classes of the society.
(c) Discuss the quantitative measures of monetary policy to curb inflation. 4
OR

Discuss the effects of inflation on the economy as a whole.

5. Multiple Choice Questions. 14
Total National Income
(1) Population =
(@) Personal income (b) Per capita income
(c) Disposable income (d) Real income
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(2) Disposable income means
(@) Personal income — Direct taxes paid by individual
(b) Personal income + Subsidies
(c) Personal income — Corporate taxes
(d) Personal income + Corporate taxes

(3) Gross National Product =
(@) Gross Domestic Product + Net Factor Income from abroad
(b) Gross Domestic Product + Subsidy
(c) Gross Domestic Product + Taxes
(d) Personal Income + Taxes

(4) Which of the following assets is near-money ?
(@ Coins (b) Time deposits
(c) Demand deposits (d) Promissory Notes

(5) The cash balance equation stresses on which function of Money ?
(@) Store of Value (b) Standard of deferred payment
(¢) Medium of Exchange (d) Measure of value

(6) V and T remain constant, if (M) money supply increases, the value of money will
(@) decrease (b) increase
(c) remain constant (d) become zero

(7) Direct credit includes
(@) Overdraft (b) Purchase of securities
(c) Discounting of commercial bills (d) Leasing

(8) Formulae of investment multiplier

@) K:% () K=AY-Al
AY AY
() K=7%x100 (d) K=" +100

(9) The addition of marginal propensity to save and marginal propensity to consume is
(@ O (b) 1
(c) 100 d -1
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(10) Marginal efficiency of capital means
(@) expected rate of profit (b) expected rate of interest
(c) expected rate of investment (d) investment multiplier
(11) On the basis of “Nature” one of the types of inflation is called
(@) demand-pull inflation (b) cost-push inflation
(c) creeping inflation (d) open inflation
(12) Which of the following is a measure of monetary policy ?
(@) Public expenditure (b) Public revenue
(c) Taxation (d) Bank rate
(13) Because of inflation, the external value of money will
(@) decrease (b) increase
(c) remain constant (d) not get affected
(14) Narrow money refers to
(@ M, (b) M,

(c) M, (d M,
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