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1. Choose the correct option of the following :
1%x6=6
(a) There is a greater welfare if income
distribution is
(i) favourable to the rich
(ii) favourable to the middle income
group
(iii) favourable to the poor
fiv) None of the above
(b) The injections to the income flows in a
country include
(i) investment
(i) government spending
(iii) exports
(iv) All of the above
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(c)

(d)

(e)

lj)

(@)
(0)

(2)

What will be MPC when MPS = 0?
(i) One

(ii) Zero

(i) Two

(iv) Infinite

Supply creates its own demand. Who
gave this law?

(i) J. B. Say

(i) J. S. Mill

(iii) Keynes

(iv) Ricardo

Keynes’ theory deals with

(i) full employment

(i) underemployment
(iii) overemployment

(iv) All of the above

The aggregate demand function slopes
(i) positively

(i) negatively

(iti) horizontally

(iv) None of the above

2. Answer the following questions : 2x5=10

Define circular flow of income.

Sum )
law of market. ptions of mm.v\w

—
W
-

(c) Distinguish between factor incomne and
transfer income.

(d) Define the marginal efficiency of
capital.

(e) What is the meaning of aggregate
demand and aggregate supply?

3. Answer any six of the following question

-

(a) Explain the circular flow of income in 2
two-sector model.

(h) Explain Say’s law of market.

(c) What is meant by effective demand?
How is it determined?

(d) Explain the classical model of
employment.

(e) Write five limitations of Keynes’ theory
of income and employment.

() What do you mean by liquidity
preference? State the Keynes’ motives
of the demand for money.

(g9 What is meant by propensity to
consume? Discuss the two types of
propensity to consume.

(h) Distinguish between stock and flow of
income.

(i) Distinguish  between NNP;. and
GDPpp.-

5x6=30
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