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BECC–133 : PRINCIPLES OF  

MACRO ECONOMICS–I  
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Note : Answer questions from all the Sections as 

per instructions given in each Section. 

Section—A  

Note : Answer any two questions from this 

Section in about 500 words each. 2×20=40 

1. Explain how is equilibrium attained in the 

money market. Discuss the effect of an increase 

in nominal income and increase in money 

supply on money market equilibrium.  

2. Elucidate circular flow of income in a three 

sector economy with the help of a diagram.  

Also describe the relationship between leakages 

and injections.   



 [ 2 ] BECC–133 

   

3. (a) Distinguish between the following : 

(i) GDP and GNP  

(ii) Personal income and Private income 

(b) Calculate personal income and private 

income from the following data : 

Items (` in crore) 

Retained earnings of 

Private corporation 15 

Personal disposable income  150 

Personal tax 30 

Corporate Profit tax 10 

Miscellaneous receipts of 

government administration 

departments 50 

4. How does Aggregate Demand (AD) curve 

change when there is a change in government 

spending ? Does it also change equilibrium level 

of income and output ? Explain.  

Section—B 

Note : Answer any four questions from this 

Section in about 250 words each. 4×12=48 

5. Outline the steps involved in the estimation of 

National Income by expenditure method. What 

precautions are to be taken while measuring 

National Income through this method ?  
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6. Discuss the salient features of Keynesian 

theory of output and employment.   

7. What is Balance of Payment ? Explain why 

Balance of Payment always balances.  

8. Explain the concept of Investment multiplier. 

What will be the value of multiplier if  

MPC = 0.8 ? 

9. What is meant by Monetary Policy ? What are 

its objectives ? 

10. Discuss the various functions of money. Also 

state measures of money supply.   

Section—C 

11. Write short notes on any two of the following :  

2×6=12 

(a) Stock and flow 

(b) Current account and Capital account 

(c) Automatic stabilizers  

(d) Hot money  
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(i) (GDP) (GNP)

(ii) 

` 
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