





(4)

(b) Mention two determinants of investment

(c)

in an economy. Explain the relationship
between interest rate and investment
with the help of a diagram.

Point out two implications of Say’s law

« of market.

m\R:mSmﬂ any one of the following questions :

(@)

Explain the classical theory of income

— and employment. Add a note on Keynes

(b)
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argument = on the possibility of

10

underemployment equilibrium. 5+5=10

What do you mean by paradox of thrift?
Show graphically the effect of the
following on equilibrium of national

income : 2+4+4=10

() An increase in autonomous
investment

(i) An increase in the marginal
propensity to save

( Continued )

(5)

UNIT—IV

7. Answer any two of the following questions :

- 2x2=4

(a) Distinguish between voluntary and
involuntary unemployment.

(b) Define stagflation.

(c) / Mention two measures to wipe out
inflationary gap.

8. Answer any one of the following questions : 10

"

«% Explain the concept of inflationary gap.
In this context, distinguish between
demand-pull and cost-push inflation
with special reference to the impact on

output.

(h) Why does Phillips curve w.ru.vo
downward? Explain why the Phillips
tradeoff depends crucially on the speed
of wage adjustment. 4+6=10
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