
EASTERN UNIVNRSITY, SRI LANKA
FIRST YEAR SECOND SEMESTER EXAMINATION IN AGRICULTURE-2005/2006

AEC l20l: INTRODUCTORy MACRO ECONOMTcs

Answer all Quesfions Time allowed: 2 hou rs

01. a) Briefly analyse thc importaice ofMacro economics

b) Explain and differentiate Nominal cNp and Real GNp

c) Explain the simple circrrlar flow model ofan economy

dr Dcscribe Lhc roleoIl-iscal policl inderelopingcounrri(slikcsri I anka

e) Define Fiscal policy alld list our the objectives ofFiscal policy

02. a, Dehne Ptice lndices

bl Briefly erplain the different tlpfs of price lndice5

c) Assume rhat there are otily rwo goods produced in an economy and neirher is an

intemediate good

Using the data given above caloulate the following

i) The nominal cNP dwing 1998 and 1999

ii) Usinc l9q8 as Lhe base ycar. uhat i5 the real cNp in lq9t ,

iii) Price Deflaror in 1999

d) Explain the different methods of measu rlg National income

i

Goods produced

1998 1999

Quantify Price Quantity Price

400 Rs l0 440 Rs 10

B 300 Rs 24 360 Rs 25



03. a) Differenriare Inflationary Gap from Deflarionary Gap
b) Briefly explaio the iniections and leakages in a two sector model ofthe economy.
c) Prove that the value ofthe Balanced Budget Multiplier is ahray, 

"quut 
,o I ion"]

d) The household sec-a. ot-"".d "";,];;:;f.urction is ewenby the foltowing r.,ic

I = Rs 60 million

W1lere,

C . Consumption

Y lncome

I = Investmenf

a) Calculate the Equlibrium level ofNational income
b) Find ouf the Equlibdum level ofsaving at rhe equilibrium level ofnafional income
c) Find out the lgver of coruumption at the equ ibrium level ofnational income.

04. Write SHORT NOTES on the followings
a) Limitations in National Income Accounting
b) Factors affecting Consumptio[ Function
c) Investment

d) Taxes


