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GUJARAT TECHNOLOGICAL UNIVERSITY

Diploma Engineering Sem. — IT"® - Examination — June/July- 2011
Subject code: 320045

Subject Name: Principles of Economics-II
Date:25/06/2011 Time: 02:30 pm — 05:00 pm
Total Marks: 70

Instructions:

1. Attempt all questions.

2. Make suitable assumptions wherever necessary.

3. Figures to the right indicate full marks.

4. English version is Authentic

Q.1 (@) Distinguish between the micro economics and macro economics. 07
(b) Discuss the functions of money. 07
Q.2
(@) Discuss the quantity theory of money with the help of Fisher’s 07
equation.
(b) Discuss the construction of a weighted index number with 07
illustration.
OR
(b) Explain the quantity theory of money with help of cash balance 07
approach.
Q.3
(a) Define inflation, state the causes of inflation. 07
(b) Define deflation ,explain the effects of deflation. 07
OR
Q.3 (@) What is a central bank ? Discuss in datail its function of control of 07
credit.
(b)  Define public finance? State the effects of public finance. 07
Q4

(a) Define national income? Explain the different methods of measuring 07
national income.

(b)  Explain the factors are effecting on consumption function. 07
OR
Q.4 (a) Explain principle of effective demand. 07
(b)  Explain the concept of comparative cost in international trade. 07
Q.5
(a) Explain the theory of multiplier with its limitations. 07
(b)  Explain how the banks are creating the credit. State its limitations. 07
OR
Q.5 (@) Define the average and marginal propensity to consume. 07
(b)  Compare balance of trade and balance of payment. 07
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