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V45/S04031/EE/20160708

Time : 3 Hours Marks : 80

Instruction :
1. All Questions are Compulsory.
2. Each Sub-question carry 5 marks.
3. Each Sub-question should be answered between 75 to 100 words. Write every questions

answer on separate page.
4. Question paper of 80 Marks, it will be converted in to your programme structure marks.

1. Solve any four sub-questions.
a) Define social benefits and social cost. Describe the situation of overproduction and

underproduction with appropriate diagrams. 5
b) State and explain features of Public goods, Private goods and Merit goods. 5
c) Explain ‘price floor’ as a measure of price control with an appropriate diagram. 5

d) Describe three policy measures that governments take to establish fair competition
in the market. 5

e) Discuss any two interventionist supply side policies adopted by government to increase
the output. 5

2. Solve any four sub-questions.
a) The quantity of labour needed to produce each good in countries is given below : 5

Product A Product B
India 8 hours 4 hours
USA 2 hours 2 hours

Find :

i) Country having absolute advantage in product A.
ii) Country having absolute advantage in product B.
iii) Country having comparative advantage in product A.
iv) Country having comparative advantage in product B.
v) Will the trade be profitable for USA? Why?

b) Explain : 5
i) Infant industry argument
ii) Dumping
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c) What are the objectives of WTO? What is meant by Most Favored Nation clause? 5
d) What is meant by balance of Payment Account? Describe the entries recorded in the

current account. 5
e) Explain the differences between depreciation and devaluation. Examine their impact

on exports and imports of goods and services. 5

3. Solve any four sub-questions.
a) Explain the Product method and Income method of measuring national income. 5
b) Explain the working of multiplier with the help of Keynesian 45° line diagram. 5
c) How do we calculate unemployment rate? Describe the cost of unemployment. 5
d) Explain equilibrium price and income with the help of AD-AS model. 5
e) Explain the concept of cost-push inflation. 5

4. Solve any four sub-questions.
a) Draw diagrams and explain inflationary gap and recessionary gap. 5
b) Explain the expectations-augmented Phillip’s curve. 5
c) Define fiscal policy. State the practical problems faced by government while using

fiscal policy. 5
d) Explain : 5

i) Minimum Reserve Ratio

ii) Open Market Operations
e) Describe how supply side policies can affect inflation and economic growth. 5
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