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. Part A (10x1/2 =5)
Choose the correct answer

1. The difference between GNP at Factor Cost and NNP at Factor Cost is

a. Imports  b. Depreciation c. Taxes on Agriculture d. Net income from abroad

2. The term social accounting was first introduced into economics by

a.J.R.Hicks b. Adam Smith  c. Ricardo d.Pigou

3. Marginal propensity to consume means
a. Inclination to conspicuous consumption
b. Low income group spending more
¢. Rate of income spent on consumption

d. The rate of extra income that will be spent on consumption

4, Who propounded Psychological law of consumption?
a. Adam Smith b. Ricardo c.Keynes d. Pigou

5. According to Keynes the most important determinant of investment is
a. MEC b. Effective demand c. Aggregate demand d. Rate of interest

6.MEC is inversely related to:
a. Prospective yield b. Supply price c. Investment d. Rate of interest

7. The concept multiplier was first developed by
a. Hicks b. Hansen ¢. Keynes d. R.F.Khan

8. What are the two main components of business cycle theories?
a. A description of shocks and a model of how the economy responds to them
b. A model of how people decide to spend and a description of the government’slrole in
the economy
c. A model of how equilibrium is reached and a description of the government’s role in
economy
d. A description of shocks and a description of the government’s role in the economy



9. Which of the following is not an objective of monetary policy?
a. Price stability b. Balance of Payments equilibrium
¢. Economic growth d. Reduction in export

10. Which of the following is not a quantitative credit control measure?
a. Bank rate b. Cash reserve ratio

c. Regulation of margin requirement d. Open Market operation

Part B o (5 x 4 = 20)
Answer ALL questions
Each answer should not exceed 200 words or one page
11.a.. Explain the process of circular flow of income in a two sector economy
(Or)
11.b.What is green accounting?

12.A.Explain the properties of consumption function?
(Or)
12. b.Explain Psychological law of consumption.

13. a. State the types of investment
(Or)
13.b. Explain Tobin’s Q theory of investment

14. a.What is the significance of multiplier?
(Or)
14.b.Explain the various phases of business cycle

15. a. What is macroeconomic policy?
(On)
15.b.Write a note on Tinbergen Principle

PartC 5x7 =35
Answer ALL questions
Each answer should not exceed 600 words or three pages
16.a.Explain the various concepts of National income
(o) |
16.b. What is Social accounting? Discuss the importance of Social accounting in economic
analysis.

17.a.Explain the factors that determine consumption function.
(Or)
17.b.Examine critically Life-cycle Hypothesis

18.a.Describe the determinants of investment function
(Or)
18. b.Briefly explain the Accelerator theory of investment

19.a.Discuss the Multiplier- Accelerator interaction
(Or)
19.b.Examine critically Hicksian theory of business cycle

20.a. Discuss the principle objectives of macroeconomic policy.

(Or)
20.b. Tlustrate Mundell's model of maintaining internal and external balance.
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