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A 1.7 In a three-sector model. the consumption function is given by C =200 + 5+5=[0
| L"’f | .75 (¥Y-73 Investment (1) ic 10 oovernment purchases (G) and Taxes ,
-‘].II:- both 100
I | B
| | &) Compulte the equilibrium income (Y)
' | | b) _Find out the Government and Tax multipliers
¢ , ;}__,.- "-Lr, PUsE 10 a Iwo-scctor model, the consumption function: C = 100 4 2+8=10
1L ¥
i | '3 Y. and Invest nent: | = Rs 1) RO
' | ' 1) Plot the consumption function using a suitable diagram, '
b) i the equilibrium values for Y and ©
' o [iagr ully illustrate the concept of 1S curve. How do the changes 3+3=10
lop rameters alter the shape of the IS curve?
| e . : :
- i Elal the Keynesian theory of money demand with & suitable | $+243= 10
[ d
. 5 mption Function: 100+ 075 (Y = T), Investment | 6+4= 10
—d inction: | = 200 - 2000r, where *t' is the interest rate, Government
expenditure;: O s 100 crores, tax function: 71 0.20Y, Money
demand function: My= 100 + 0,5Y- 2500r and "'-1IIII.I..':-' supply: M,= Rs
200 erore
h a) Derive the IS and LM curve equations T
il the equilibrium income and interest rate in both goods
| money markels
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