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QUESTION 1

(a) The concept of National Income has achieved great importance in the modern times.
The national income estimates provide detailed information about the economic position
of a country. Explain the importance of the concept of National Income (10 Marks)

(b) According to Keynesian theory, employment depends upon effective demand which in
turn consists of consumption and investment. State and explain the objective factors
which brings change in the propensity to consume in the long run (10 Marks)

(c) The fundamental point of the Keynesian theory of income and employment is that
employment is a function of income. Elucidate the conditions to be fulfilled in order to
determine the National Income (10 Marks)

QUESTION 2
(a) The world has registered remarkable economic progress during the last few decades.
Every businessman knows that economic circumstances do not remain constant over a
long period of time. Discuss the phases of the trade cycle and its characteristics
(10 Marks)
(b) In view of the difficulties of barter system, different commodities were used as money
in different periods. Briefly explain the development or evolution of money(10 Marks)

QUESTION 3
(a) By Monetary Policy, we mean those measures which are adopted by the central bank to
increase or decrease supply of money in circulation. Explain the main objectives of the
Monetary policy (10 Marks)
(b) The balance of payments is said to be in disequilibrium position when the total
payments are greater than total receipts during a particular year. State and explain the
main causes of disequilibrium in the balance of payments (10 Marks)

QUESTION 4
(@) Inflation is harmful for economic, social and political stability of any country. It results
in unfair distribution of income. Describe the various types of inflation (10 Marks)
(b) Different countries have different currencies. The rate of exchange of different
currencies is determined according to the forces of demand and supply of the currencies.
Explain the main reasons for fluctuation of rate of exchange (10 Marks)

QUESTION 5
(a) According to Keynes, the Fiscal Policy is that policy which uses public finance as a
balancing factor in the development of the economy. Enumerate the main objectives of
the Fiscal policy (10 Marks)
(b) In order to measure the changes in the value of money, changes in the price level are
measured. Describe the steps taken in order to construct price index numbers
(10 Marks)



