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BECM-162 : PRINCIPLES OF MACRO
ECONOMICS

Time : 2 Hours Maximum Marks : 50

Note : Answer any five questions in about
250 words each taking at least two
questions from each section. All questions

carry equal marks.

Section-A

1. With the help of a diagram, explain the

circular flow of income in an economy.

2. Explain how national income is measured by

the value-added method.
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With the help of diagrams, explain how
output and employment are determined in
classical economics.

Explain the concept of investment
multiplier. What are its limitations ? Find
out the value of the investment multiplier if
marginal propensity to consume is 0.6 in a
two-sector economy.

Write short notes on the following :

(a) Role of Reserve Bank of India

(b) Automatic Stabilizers

Section—B

Explain the factors that affect the position
and the slope of the Aggregate Supply (AS)
curve.

Define the concept of inflation. Explain the
major causes of inflation in an economy.
Derive the LM curve with the help of a
diagram. What is the implication of the

points which are not on the LM curve ?
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9. In the IS-LM model, explain that the

equilibrium in the economy is stable.
10. Write short notes on the following :
(a) Quantity theory of money

(b) Short-nun AS curve in the Keynesian

model
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