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EASTERN UNIVERSITY, SRI LANKA
FU'ST YEAR / SECOND SI,MESTER EXAMINATION IN AGRI

(MARCrr 2004)

AEC 1202: INTRODUCTORY MACROtrCONOMICS

Ansv/€r A!! Qucstions 'fhne allowed: 03 hours

d-r,n,o,

(rl. a) Bneily analyse the importance ofMacroeoononics?

b) What are the colnponents ofAggregate demand?

o) Briefly explain the followiI1g terms.
i) Tax
ii) Investment
iiD Avcrago Propcnsity to Consune (APC)

02. a) Briefly explain the Circulal Flow of National Incorne.

(30 marks)

(25 marks)

(45 marks)

(40 marl(s)

b) The Iollowing infonnation abort a nation's ocoriomy, is given to you

ComDonents A ount (million Rs)
Expolts
Imports
Investment
Consumption
Subsidies
Depreciation
lndircot taxes

Gov€mmcnt Expenditure

80
90

80
270
l0
20
40

70

Based on the above dala, oalculate the following: -
i) Cross Nationai Product (CNI')
ii) Net Nalional Prodlrct (NNP)
iii) Nationallncome(NI) 160 nrarl(s)

03. a) Explain the ditlerent nethods of measuring National lncome. (40 marks)

, b) Give the usefulness ofNational hrcome statistics? (20 marl(s)

C) "tn thc calculation ofa counlry's National Income, the value ofthe rubber
industry's output used by the tyre industry is nol directly inch,tded". Explain
the above statemc'rt.

(40 marlc)
(P.r.o)



04. Wrile SHORT NOlES nn tlre lollowrngs'

a. Multiplier
b. Limilations in National Income Accotrnling

c. Price Indices.
d. Factors affecting the Consumption FLl0ctiorr

06. a) Define Fiscal Policy and list its objectives'

(25 each)

05. a) Explai^ anrl di1{irentiale cNP Dcflator and corlslt',cr }tice lDdtla,ijl*)

b) Di{ferentiale Inflntionary Gap fiom Deflalionarv ciap'/ (30 lnarl$)

u) Prove lhrl rhe trltle ol lhe tsalanceJ Budgcl M'rllil'ller i' al$it)' (qurl tu I

(10 nlarl.s)

d) The household sector's planned consunrption is givcn by the lollowing

model.

c=50+0.5Y
I = lls 40 nillion;

C = Consulnptiotl
Y = lncone
I = lnvestnent

Caioulale (a) the Equilibrirrm lcvel ol Incornc

(b) Fquilibriurn lc\el of Savirru

(C) Equilibriun level oiConsumption (30 morks)

(40 marks)

b) What is the relationship bctween taxaiion & Fiscal I'olicy? (20 marks)

cl Describe lhe ro e of Fiscal Polic) in Devcloning ( "unlrirr' by ui!ing
"' 

1*""pi".'iio,t sti runl^ t4u ntarl")
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