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All questions are compulsory.

QUESTION-1 (5 marks)

How does an increase in autonomous spending affect the equilibrium level of income?

QUESTION 2 (4 marks)

Define multiplier and balanced budget multiplier.

QUESTION 3 (4 marks)
Consider the following Keynesian model of income determination

Consumption function C=100+0.6Y

Investment function [=60

QUESTION-4 (4 marks)

What is the equilibrium level of income?

QUESTION-4 (3 marks)

If investment increases by 10, what would be the change in equilibrium level of income?
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