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Answer any four questions : 15 × 4 = 60

1. Distinguish between GNP and GDP. What do you mean by GDP deflator ? Discuss

any one method of national income accounting pointing out the problems involved in

it. 4+3+8

2. What are the different motives of holding money ? Briefly discuss Keynesian Liquidity

Preference Theory of Interest. What do you mean by ‘Liquidity Trap’ ?

4+8+3

3. What do you mean by effective demand ? Discuss how equilibrium national income is

determined in a simple Keynesian Mondel. In this context derive the investment

multipiler. What is the relation of the multiplier with the marginal propensity to consume ?

2+6+5+2
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4. Discuss how you construct IS curve and LM curve respectively from the product and

the money market equilibria. Discuss with the help of IS and LM curves. how equilibrium

rate of interest and level of income are determined. 5+5+5

5. Critically discuss Fisher’s cash transaction version of quantity theory of money. How

does it differ from the Cambridge cash balance version ? 10+5

6. Distinguish between demand pull inflation and cost push inflation. What do you mean

by ‘hyperinflation’ and ‘stagflation’ ? Discuss the effects of inflation on different section

of the society ? 4+5+6

7. Discuss the credit creation process of the commercial banks. What are its limitations ?

10+5

8. Briefly discuss the functions of the central bank of a country. Describe the quantitative

credit control policies taken up by the central bank. 5+10
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