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Note : Answer questions from both Sections as per 

instructions.   

Section—A 

Note : Answer any two questions from this Section 

in about 500 words each. 2×20=40 

1. What is meant by classical theory in 

macroeconomics ? What are its salient  

features ? Examine the relevance of these 

features in the present context.  

2. In the Ramsey-Cass-Koopman’s model, discuss 

the central planner’s problem. In the above 

model, explain the concept of modified golden 

rule.  
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3. Bring out the important features of the real 

business cycle theory. 

4. Distinguish between nominal rigidities and real 

rigidities. Give a brief description of the types 

of real rigidities in an economy. 

Section—B 

Note : Answer any five questions from this Section 

in about 250 words each. 5×12=60 

5. Explain the concept of dynamic inconsistency 

by using a loss function. 

6. By using appropriate diagram, explain how a 

decrease in budget deficit can be beneficial for 

an economy.  

7. By using the IS-LM model, explain the 

adjustment in an economy, if the economy is 

not in equilibrium.  

8. Explain how disequibrium in the balance of 

payments will lead to an adjustment in foreign 

exchange reserves. 



 [ 3 ] MEC–102 

  P. T. O. 

9. Explain the effectiveness of fiscal policy under 

flexible exchange rate. 

10. Explain the impact of adaptive expectations on 

the Phillips curve. 

11. Bring out the underlying ideas of the Lucas’ 

supply function. 

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

(a) Policy ineffectiveness theorem 

(b) Indicators of business cycles 

(c) Measures of money supply 
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