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PART- I 

ECONOMICS - HONOURS 

Paper - I 

Duration : 4 Hours I l Full Marks : 100 

1. 

The figures in the margin indicate full marks. 

2ff� ����fc-1 9J.� 001"� I 

Group-A 

Answer any three questions: 3 X 4 = )2 

a) Let P
x 

= Rs. 8, P
Y

= Rs.10 , M = Rs. 200 for any consumer. A supermarket has

introduced a special sales promotion programme for x. If the purchaser buy

20 kg of x, she get the next 10 kg for free. This offer applies only to the first

20 kg she buys. All x in excess of first 20 kg are still priced Rs. 8 per kg. If the
' 

consumer buys from the supermarket, draw the budget line.

� �<f) c� C-'51-0>Bf 0P� P
X

= 8 �<Pl. P
y

= 10 tl<f)l, M = 200 �<fSI I l!l� 'I.9fT� �� x-l!l'!f

�T l!l�fu �-��� <H�<f) � �ct � I C� 20 C<r>f'8'1 x-� <fS§Cc'I 10 C<Jl� x f<R'1

9fWITTT � 1 cJl� �'51 C-<rs<f� �� 20 C<:i>f� x-l!l� ..o,rn� C'*ffi 2Wn'911 I �� 20 c•1

C-<MI 1£1>� �� x-l!l� 'tl� 8 'G°r<f)� � C<f)� � �� I C� � 'j_9fr.�� C�� � <:))� 

\5t<r '¢1� � c� � <i>��,

b) In a two-commodity world if the income effect due to price change of x is zero , 

show that the demand curve for xis negatively sloped.

� 9fl�� f<RxJ �� x-l!l� � 9f�--r. '5ITTT-ffi5T<l �f �� �Cc'f Qf� C"<l x-l!l� �l c� li¥f

���<f) �C<t I
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c) Can increasing returns to scale coexist with diminishing returns to factors ?

d) Explain the shapes of total cost (TC), average variable cost (AVC) and marginal

cost (MC) curves of a firm from the cost function C { Q) = m + nQ.

c�� ,;j>'f�� �1, <lnT· (TC), '>f\? 9ITT!��� -rm (AVC) i.!l<l� 2!T�� <H� (MC)-C�� '�f?W -�n�n

�--1 ��<fffi�C� C( Q) = m+ nQ I

e) Describe the equilibrium of a firm in a perfectly competitive market operating
under decreasing cost.

Answer any one question } X 8 = 8 

a) From the following utility function, derive the (i) demand function for x (ii) price

elasticity of x and (iii) income elasticity of x :

u 13 
u ;;:Ax y 4+2+2 

�c� �9fVJT'>f '51C9f�<3S C�C<fl (i) x-1.!l� 61��1 \!:llC9f�<IS (ii) x-1.!l� � f1tJ�9f<l)'51 i.!l�� (iii) x-1.!l� 

1;51� �7m�1 ·R�rn·� � 

u 13 
u=Ax y 

. b) How does a price ceiling in a free market results in a dead-weight loss. 

c) When two commodity baskets are purchased by the consumer at two different
points of time, explain how price weighted quantity ind.ices may be used to verify
the weak axioms of revealed preference.

� �� 1ft; � � 'f.fu C'5T'>tT g-rr;4 �-� �� �-1 <fl1�11 <!St��- C� ��- �

c� � 9ff.� � � c��\!) 9f�il,fG�� � ��� � c�� m

~ · ~~ ~ ~~ ~~ ~ f<ls %~ iStm (Q>~g,>i)fR ~ 21Ni't1t~~ ~ 

~~ <fl:-<W5 9fIBf ? 
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3. Answer any two questions 2 X 15 = 30 

a) Explain the Marshallian and Walrasian stability in equilibrium condition in the

following cases when

b) 

c) 

i) the demand curve is negatively sloped and supply curve

slopped

ii) the demand curve is positively sloped and supply

sloped.

�Txfl'1 \.£1�� -ema-r.<IT(:'HI' �1f:pff�Br ����r:<1 <Hl�fl '<f)"":qo.:t �� 

i) �Lotl �� ��<JS WW!� �<I'� C�lt;"flif C'� �rll�<:1l "GT<lr�

ii) 1)�� C<l� �T�<1$ G1WRl �<I-� _C�'>fl.::r ����&rm I

curve 

is positively 

lS negatively 

8+7 

i) Use indifference curve technique to explain the case of choice between

leisure and income.

ii) With the same technique explain the effect of overtime wages and different

possible. equilibrium situ�tions. 8 + 7

i) ffl?:9f'lf ��� fi �� <JS"C� MaN l£l<l� '5/mBr � R4tFr <1n�m ��if 1

ii) �� � ")'j�l�I '5l'R5ijr� ��� �i91� 2!'{'8 �Wl f<ITT5::f '61� 9ffirr�M"

<m� <15¥-i I

i) Distinguish between law of variable proportion and law of returns to scale.

ii) How will you derive the long-run total cost curve from the expansion

path?

iii) . What is elasticity of factor substitution ? Derive the value of elasticity of

substitution for Cobb-Douglas production function? 

i) �� '*1_9fl� m '8 ��� 2f�W@ ��l 9fl�I � I

ii) . �9 9f� c�<1l �� ��<J')� �i!? m � '51� <r.<11 �rn ?

5+6+4 

iii) @9fll-t1-i�m 9f�<l�Tir f�.R5�19f<f)\!)1 <lc<f(.\5 Fr> c�c<IR ? <J)<l-lS�_C'fPl ��9fl\f-.:i '5fc9f�

C�C\!i 9ITTJ�� ��9f<J)\!>T.<f �-- r ·f;!� <JS�if 1
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"A perfectly. competitive firm may continue to produce in the short-run 

even if it incurs a loss." How can you explain the situation? 

ii) Derive the long-run supply curve of a perfectly competitive increasing cost

industry. 5 + 10

i) "9i4r>'f �N>�ffet\;rn <lf'9lml C<1$"1� �� -��Ci.'1 �� ")j'''�f�).-, �Cei-8 ��9fl\f-, -�� 9fTC� 1"

. �� 9ff."<ff�� <nt� ¥.q,-� I

ii) 91_9 2fR5�T�\!)rn <ITi.BlTC�� ��TJil'� �<;ffol c��1ro- P
r

c:rn "<15¥-f �� til�tv� IW��"R <ff� 

f<lfu �i"(<iS� '51TC� I 

Group - B 

Answer any three questions 3 X 4;:: 12 

a) What are intermediate goods ? How are these dealt with by the value added

method of measuring GQP?

�� �� �� <f� ? GDP 9ITT:I�� �� &<IPT�C<l5 �-���fgR � �� � 

�-n:r �?

b) What are transfer payments ? Why are such payments not included in GNP ?

c) Distinguish between nominal GDP and real GDP.

d) In the simple Keynesian model, explain the impact of an increase in the

propensity to save on income and saving.
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5. 

e) Explain the effects of an increase in taxes on equilibrium income and rate of

interest in the IS-LM model.

Suppose the interest elasticity of investment demand is zero. What will be the 
slope of the rs curve ? Why ? 

�c.;i <f)�-f f.Wmn'>f <rm 'fl!i� �mr� 9ff"<l<!�r.;i� ,;pc;G1° 9fBr<1R5" �� .:ir <�9f�1 i·m 1 '!>l�wr 

IS �·�� 1'li7! C<fS�..f �C<:1 ? C<!S;;r ? 

Answer any one question } X 8 = 8 

a) Explain why the balanced budget multiplier in the IS-LM model will be usually

less than that in the simple Keynesian model. Under what circumstances will

they be equal in the two models ? 5 + 3

IS-LM �-cc, ffl� .<1Ilc1!"fvf · <ff('@, �9<!Sre- ��:ff?:!�� ��"1 c�� �K'5Wf 2fl� <llli7!1� <ITOOfro

�9� �C�l C� �� C� �NIT <15":�··r I C<lSF{ 9ITT!fitf''5� � 'fffi �('5?."� <.£1� ,:ro �C1f<l5 ��· ��

b) Derive LM curve. What arc the factors on which the slope of the curve depends ?

What does a point off the LM curve imply ? 4 + 2 +. 2 

LM c�·�� R�9f9 �'Wr{ I ,.£1� � {;Tc'f �r1 c-�q Rl<f� '69f� Fl�� W@ ? LM �<N@ '69f� 

�·�<11 �·(:6' �f1i\5 <.£l�ffi f<r,: �T?H � C<IT� ��· ? 

c) What is meant by the term 'dichotomy' ? Show that the classical system 1s

dichotomised between real sector and monetary sector. 2+6

�-�\S1iSM (\5�<?Sll,fil') <Wf� f<fs C<l"MIBT ? C'f�rf C� �lPT<fl� ��fG �� � <.£!�� \!\llf� �

<.£1� 'f� �lC'>f �'6� I
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Answer any two questions 

a) Consider a closed economy without government:

ECOAfHN)-01 

2 X 15 = 30 

i) Explain why planned investment must equal to planned saving for

equilibrium in the commodity market.

ii) How would national income change from an initial equilibrium with

respect to an increase in autonomous expenditure by 100 units if the

marginal propensity to consume is 0·8 ? 7 + 8

i) ��� ��m, �PfT'ijr '!i!RT� � 9fBr��� AA�T� (fl�C<fi � �ffl� '>T�-�� �

'>'f'ijFl -�c;:> '<C<I �, ·rn�m ��., I

ii) Rtf.mn� �rn 1 oo l!l<P<3> ,Rt;· Cl>ft<7f ��,iT'ijJ �'fl�'N '511�� �\Sl� 9ff.<f<!� �q" ��.;, 

fflf@IS C\51� �CfGT� llf-f 0·8 ?

b) Consider a complete Keynesian model and explain �ow output, employment,

price-level· and rate of interest are determined in it. Examine the impact of a

change in investment expenditure on the equilibrium values of these variables.

10 + 5 

'>l�cf C�-� �C6f �'-9fl$M, f.mn�. � l!J<f� '!OOf * ffi'Wl Rlfrr.� � <ll1�l1 <IS'�., I 

�� -nm �� � � !>�(!)�<Cf �l�Ptl'ijl � m9f �- �'!J '5T �� 

c) Consider the IS-LM model and explain the situations when -

i) . fiscal policy alone .is effective 

ii) monetary policy alone is effective. 7+8 

·1F-2sa 1·
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IS-LM lTC\!,� �� �� <i>�� 

i) ���l� '>'R.1�1� �fei� <t>ffl'ID �

ii) �tj_�-ll �� � � � I

d) · Explain the process of interest rate determination with the help of the liquidity

preference theory. How will you derive LM curve with the help of this theory ?

What will happen to the LM curve if there is a fall in the supply of money ? 

6+6+3 

.,-� �� � �1:<l � $ frl(rm � ��11 ��r! t \!l� '!>W� '>i�WIT �� 

LM �� �� �� ? � �l lff<I) �� Qn� <fl� C'5fc1, � LM �� '3� \!l� 2fGT<1 

�9fW? 
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West Bengal State University 

B.A./B.Sc./B.Com. ( Honours, Major, General) Examinations, 2011

,�\
PART-I 0"0\ 

·� ECONOMICS - HONOURS 1,�� 'f. Paper - II V � .i:/ �6'l- t\
9, ,  

Duration : 4 Hours J �1�� I Full Marks : 100 

1. 

The .figures in the margin indicate full marks.

2fm "'f,��fur 9!.� � I 

Group-A 

�� � 

Answer Question No. 1 and any two from the rest. 

��' � '6 ·'51"".:tficri ��� �� C�<t> CtJ ("<f)lo, � �� �� �.,- I 

Answer any five questions : 5 X 4 = 20 

Cll � � 2r�� �� �� 

a) Let x be a variable assuming positive values only. Show that the arithmetic
mean of the square root of x cannot be greater than the square root of its
arithmetic mean.

� bc'f<TS X �,r� �� �.f fil"�� �e:f � C\f� CtJ �� ( X) � <I� Qflf'� �.

�� � ci:flf'5'f4l '5'f�� �� �9f'll>l � � 9fT� � I
b) Give some examples where the geometric mean or the harmonic mean would be 

the appropriate measure of central tendency.

��., �� 9fl.� ��'-! � CtJ� �-�� � �Q.f'� Fr� C�� 'Sf\!? � �'1tfii�F/I

llQffll� �9f4l I

c) Show that the standard deviation of first n odd numbers is equal to the
standard deviation of first n even numbers.

�il CtJ 21�� n "'f,�J<l$ � "Sf,� � � 21� n "'f,� � "'f,� � �

�I 

d) If any two values x1 and x2 are obtained for the variable x, show that the

standard deviation of xis half of the absolute difference .between x
1 

and x2 . 

�� �.;; x-�� � � � � x1 
��' x2 

OMm �. � � CtJ x-�� � �

�� X 1 �<I, X2 -�� '>TI�� 9fTflf C<l>Kf � I 
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a) The number of runs scored by cricketers A and B during a test series for each of
the l O innings is shown below. :

Cricketer A 34 36 45 75 12 61 40 58 82 11 

Cricketer B : 47 38 52 42 36 54 48' 34 50 54 

.Make a comparative study of their batting performance. 7 

� �rn� A l.!l�� B-1!1� 10 m ���� � ffl �ff 01·'6m � 

�i,c��A: 34 36 .45 75 12 61. 40 58 82 11 

�����B: 47 38 52 42 36 54 48 34 . 50 54 

b) In a batch of 10 children the marks obtained by a dull boy are 36 below the
average marks of the other children. Show that the standard deviation of rg._arks
for all the children is at least 10·8. If the· standard deviation is actually
11-4, determine what the standard deviation will be.when the dull boy is left out.

a) 

8 

10 ·ft- fxl�� l.!l� � � ��"?-!- 1.!!<!)ii' <111:'jt.qS� ffi� � � fxl�� �� � 

36 ��1 �0 �fist�� ffi���·���: 1o·s�1 � �� 

�<j, f<r� 'lM. 11 ·4 �.����<IS �� (JN3� � � � � � ?

Given that X = 4 Y + 5 and Y = KX + 4 are th� regression lines of X on Y and 
Yon X respectively. Show that O < Ks. 0·25. If actually K = 0· 10, find t1'1e means 
of the variables X and Y and also their coefficient of correlation. 7' 

Y-1.!1�· '2� X�l.!l� l.!l<f� X-1.!l� '6� Y-1.!l� � �<M �� <T� Fimll9f : . · 

X=4Y+5 
Y= KX+ 4 

ONF-1 ({I O < Ks 0·25 I <l'frt � K = 0· 10 � C:>il�ifi X l£1<f� Y � � � l.!l<f� 

X '8 Y l.!l� �� ��K5 ���� Fl�� �·1 

b) Given the following results for the heights ( Y ) · and weights .( X ) of
1000 students. Y = 68 inches, X.. = 150 lbs, 'r = 0·60, S

Y 
= 2·50 inches,.

S
x 

= 20 lbs.

Prakash weighs 200 lbs and Sunil is 5 feet tall. Estimate Prakash's height from
his weight and Sunil's weight from his height. 8

1000 � � � ( Y ) l!l<f� '{3� ( X ). �� Fi::!M� ��� C'f-6!-fl � :

Y = 68 ��. X = 150 �. r_"= 0·60, S
y 

= 2·50 �::P, S
x 

= 20 � I � '6�

200 9f1'@-"5 i£l�� �i7Rf � 5 � I � ,e� C� � � dl<f� 'f�CG'!� �

C�� � '6�� 9ff.�9f � I

,· 
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5. 

1. 

a) 

b) 

c) 

What are the errors of index number? Discuss those briefly. 

� ,i-�� ��M � f<l5 ? ���-,91 �'<5M �f>iil <Ji� I

Find the correlation coefficient from the following data: 
X: 2·52 2·49 2-48 2·42 1·69 

Y: 550 610 730 870 880 

X: 2·52 2-49 2-48 2·42. 1·69 

Y: 550 610 730 870 880 

What are the properties of correlation coefficient ?

��� '(/3� C<f!iM'(/3fi,- ·� ? 

Group- B 

�"f. 'It(

3·43

930 

3-43

'930 

4·72 

400 

4·72 

400 

5 

5 

5 · 

, ( Mathematical Economics ) 
Answer any three questions: 3 X 4 = }2 

Clf�����of: 

a) i)
ii)

Distinguish between finite set and infinite set with examples. 
Form a Jacobian determinant considering the two functions 

Yi = 2xi + 3x2 

' 2 2 2 
y2 -.= 4x1 + 1 x1x2 +9x2.

i) �itWI� �� '8 � � � 9flffl � I

ii) �� � �� � m Jacobian' f.l'fi�q, ${ � :

y1 = 2x1 + 3x2 

2 2 

Y2 = 4X1 + 12X1X2 + 9x2 
. b) State Euler's theorem and verify whether the·theorem holds for the function : 

MP2 X1:: -- where P1 and P2 are the prices of X1 and X2 
respectively, M is

P,
2 
l 

money income & X1 and X
2 

are the demand for two commodities. 

Euler-�� � � �4'""� ��� �� � �Ct)� ��iffiq,ft� � q>J�:qs-� � � � lJT� 

�: 

��:.X1=
MP2 
£'12 

� �. P
2 

�ll� Xi ��� X
2 

fflff�. M����-��� � X1, X2 �

8cf!��I 
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c) Show that the production function Y = log x1 'I log x2 is homothetic but not
homogeneous.
01'� C1.l' Y == log X1 + log X2 1.£)� %e,9WM WC9f�iij' �� � c-� � '1��1®� �� I

d) if the marginal cost function �f a firm is given by C' ( Q ) = ·2e O 2Q and if the fixed
cost is 90, then find the total cost function, C ( Q ).

�Wf C:�"':f %�9fl\t-., �N501l"I� �<f> �HI � � C' ( Q) = 2e o-2Q I.!!�� Wt � � 90 �'

����i� C( Q)��I
1 

e) If the marginal propensity to save is S' ( Y ) = O. 3 - O . 1 Y 
2 and if aggregate

saving S is nil when income ( Y) is 81, find the s�ving function, S ( Y).
1

�N ffl� "1��- 21'<!%1 �� S' ( Y .) = o . 3 -- o . l y 2 1.!1-f� �frf '51mr?! 9f�'1 ( Y ) 81 � �

'>t�N S ,-�1 �. -.:>C<f "1-�� �C� S ( Y) ��-,I
f) The average revenue is given as p = l O - q for O < q 5 3

. = 13 � 2q for q > 3 .
Is the average revenue c-urve continuous ? Is the corresponding MR curve
continuous at that point ?
_or-em�����

p=lO-q � 0<q53 

= 13 -- 2q �� q > 3 .

<;f� �v..,-q1 �rn � f<I> '51RB11� ? ffl� Mlfi>�Wt{li � �-e � '!llM�I� �? 
Answer any one question 
c� ,� di� 2fffi m· fit-,

lx8=8 

a) i) Suppose that the cortsumer will demand 40 units of a product when the 
price is Rs. 12 per _unit and 25 units when the p·rice is Rs. 18 per unit. 
Assuming linear relationship between demand and price, determine the 
AR and MR functions and comment on their relative slopes. 4 

ii) Show that a consumer with the utility function U = x
1 
a x2, a > 0 , will

have a linear income-consumption cu.rve. 4 
i) � C<lST�- mTit � i£l� � 12 � �cc, � 40 ��<f> !f<fI � <j')"@ <.!l-f� �

18 bi<J$1 �� 25 i£l� ij� � <P� I �· '8 �� ��l "1�� � � ro �

�� '-6 ���a,-�� �9f� � �- 1.!1-f� I.!!��� WT�

��I

ii) � C1.l' C'-51®1� R� (59Wfl<;f �l� �<I$ � ·\:5frn-C'5T<;f �� -� "q�

. �9fel;ll� \5ft� � U = x1 a x2 , a > 0 .
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b) i) Assume that demand for money function is M
d 

- L ( r, Y ) with L' ( r ) < 0 , 

L' { Y) > 0 and money supply function is M
s

= M
0

. Derive the slope of LM 

curve. How will the slope change if M
5 

is interest sensitive? 
I ,. , Y J will have usual meaning. 4 

ii) Assume that Y C [ Y - t ( Y ) I I I + G and I = I ( r ) . Derive the slope of the
IS curve. How will the slope change if / / ( r, Y) where I' ( Y) > 0,
I' ( Y) > 0? 4

i) �I � \!ifl�� � '5l"t�1t° � : M
d 

= L ( r, Y) �� L' ( r) < 0, L' { Y) > 0 i.!l�� 

i5JtQ.{� 0n� \�lC��� �: M
s 

- M
0 

LM C:<I� Gf'i Rem "<!)� I � M
5 

� ��C<l'tr!� �. '5C<r LM � Ul"l ��9f

�16?K�?

{ r , Y] -1.!l� �� '51'Q.f' \511� I

ii) � W:<Ff. Y - C [ Y - t { Y ) J + I+ G i.!l�� I = I ( r ) I IS � � R'rn �-1 I �

I I ( r, Y) � cq�� }' ( Y) > 0, l'i. r) > 0, � IS�� � �I.STC<f 9ff.�,;;, �T<I ?
3. Answer any two questions: 2 x 15 = 30 

Q.l c� �� (s'� �-t:

a) i) The equilibrium condilions for three related market:s,are given by : 
11 p1 - P2 p3 = 31 

ii) 

- Pi 1 6 P2 2 p3 - 26

- Pi - 2 p2 -i 7 p3 24

Using matrix inversion, find the equilibrium price for each market. 
Consider the national income model given by 
Y C + 10 + G0 

C a -1 b ( Y - T ) ( a > 0, 0 < b < 1 ) 
T d +tY 

7 

Where Y = national income, C = consumption expenditure and T = tax 
collection and are endogenous variables, I = investment expenditure, 
G = Government expenditure and are exogenous variables, t = income tax 
rate. 
Write the national income model in matrix form. Solve the model for 
endogenous variables ( Y, C, T) using matrix inversion method: 8 

i) � �� <11'8i1C�� '!,l�>fl�l� ��Fi� :

l 1 Pi - P2 - P3 = 31

- Pi + 6 P2 2 P3 =- 26

p1 
2p2 -t 7p3 24

�nm-<jj �9f�(!)�9 .�� ��1�. �ft 4l�TC<I� '51� � Hi:f�ci � I
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ii) �� � � '5ITTT-�?-r $.Jt\Sc-jfG � :
Y=C+I0+G0 
C = a·+ b ( Y -T )(a> 0, 0 < b < 1)
T = d + tY

ECOA(HN)-02 

· '1l�.q- Y ('$'ff'�� \"51BJ). C ((>5151 <frn), T (� ���) - �� '5fi:5T�'l �

I <f<rf.rc;m51 ��), G (�<f<l'Sl"RI <rm) - ��1 ��<!> W<.i<JS ; t �G1 \"51T� $ I

�· "51TITT ������I � ���q � �

��'1 l)c'f<!>�� ( Y, C, T) ��Cf� I
b) i) What do you mean· by constrained optimisation? Give two examples. 4

ii) Find _the optimum commodities purchased by a cons:umer whose utility

function and budget constraints are U = q� q; and 4q1 + 8q2 = 96

respectively. . 7
iii) What is the meaning of Lagrange multiplier in this context? 4 .
i) <11$:ffffi� ��<fl�'l <1G1C'5 f<rs � ? �� � ���9 ·� I

ii) 2 2 �<JSiST�· C55T� '@'�51 '1.51t�<15 U -; q1 q2 \.!!<I� <ff'OOw 0� 4q,1 + 8q2 = 96 01'8°ID

�I

001-&1?-1 �,��\5 ��<fl� �'1 R� � I 

iii) � � Lagrange �� '51� 9/<l f<fi ?
c) A manufacturer produces X machines per day at a total cost of

Rs. ( � X
2 + l IX+ 200 ) . The demand function for the machine is X; 400 - 2P,'

where Pis the price .per machine. . 
i) Find the number of machines that the manufacturer should produce to

maximize profit and also find the price of machine at that amount of
machine. 5 + 2

ii) A tax ' t ' per machine is imposed. If the manufacturer adds this tax to its
total cost and continues to maximize profit, show that price increases

approximately by ..!. rd of the tax. 8
3 

�<JSiST-f @'�9f1� �-{
. 
c� ( ! X2 +

0 

l lX t- 200 ) bf<f>l <ITC31 X ���!<IS � "@'�9WR � I

�� b� \!ili9M><fS �c; X = 400 - 2P, '1J�� P �c, � �txf� �� I

i) "@'�� �Frf ��� � � ��� � "@'�9WR � �<I� � �

�������, 

ii) � �� '8� ' t '� '5!Tlm9f � �·I "@'�� <TN �� � � � '5k!\�'$

<!SC<f Rrn � ��'1 �<f, '\5t<f o:Nf-f C1J � <f>@?-r � ��-��--1 �lWC<l' I
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d) i)

ii) 

42 

Show that in a two-commodity framework, the algebraic sum of the own 
price elasticity, cross price elasticity and income elasticity of an 
individual's demand for a commodity is zero. 8 
Behaviourial equations of a Keynesian model with money are 
C = 0·8Y 

I = 102 -- 0 · 2 r

M
d 

= 0 · 25 Y - 2 · 5 r

M
s

= 100

Write down the equations for IS and LM curves and evaluate the· 
equilibrium values of Y and r, using Cramer's rule. 7 

i) � !M� <mr�rn Ot� � C-ffl qJf� !fW� �J � 1trwfW1U9f�"1. 9ITTl-�rn-�

� ·Rffe;�� ��� � �1ff��Kf ���<P �� �f I

ii) I.!)� (.<P��'fl� � .i:11<1�1§<P �q�� �91 :
C = 0·8Y

I =- 1 02 -- 0 · 2 r

M
d

· 0 · 25 Y - 2 · 5 r
s

M s· 100

IS �4� LM -C��Bl �.m<15�q�ffi fc-11--1 �q� Cramer ���� '$!1�1QH Y �<I� r -l!l� \�BPINT

.iTif �G'f ���· I
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