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Determination of Income and Employment

G E N E R A L  I N S T R U C T I O N S

All compulsory.

Show full working in every numerical.

Use Keynesian vocabulary (AD, AS, MPC, MPS, multiplier, ex-ante, full-employment AS).

Section A — VSA (1 mark × 4)

Q1. State the equilibrium condition in the two-sector model. [PYQ 2020 Delhi]

Q2. Write the formula of the investment multiplier. [PYQ 2018 All India]

Q3. If MPC = 0.8, find MPS. [PYQ 2019 Delhi]

Q4. Define involuntary unemployment. [PYQ 2024 All India]

Section B — SA-I  (3 marks × 2)

Q5. Distinguish between Average Propensity to Consume (APC) and Marginal Propensity to Consume (MPC). 

[PYQ 2022 Delhi]

Q6. If MPC = 0.75 and the increase in investment is ₹200 crore, calculate the increase in equilibrium income. 

[PYQ 2024 All India]

Section C — SA-I I  (5 marks × 3)

Q7. Derive the investment multiplier k = 1/(1 − MPC) and explain it with a numerical illustration using MPC =

0.8 and ΔI = ₹100 crore. [PYQ 2020 Delhi]

Q8. Explain the meaning of a DEFLATIONARY gap and discuss any two fiscal and any two monetary

measures to correct it. [PYQ 2023 All India]

Q9. Given C = 40 + 0.8Y and autonomous investment I = ₹60 crore, find the equilibrium level of income.

Verify using the saving-investment equality. [PYQ 2021 Delhi]
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