Business Economics Macro: - ASSIGNMENT -1


Q.1.: - B. If the Government reduces output below the free market level, producer surplus
will fall.
Q.2: - C) The gap between Stix and S will be Rs 5 at each quantity.
Q.3: - C) Marginal revenue = marginal cost
Q.4): - C) Is rival and excludable
Q.5): - C). Improved terms of trade for all countries.
Q.6): - C) Rise and real GDP will rise
Q.7): - A.) Provide trade concession to all members if extended to one of the members
Q.8): - C.) To impose trade sanctions on countries with which it disagrees politically
Q.9): - D). Petrol consumption involves external social costs.
Q.10): - D) Nominal GDP uses current prices; real GDP uses constant prices.
Q.11): - C). the periodic fluctuations of output around the long run trend.
Q.12): - C). Net income from abroad
Q.13): - C) This could lead to ‘black’ market where the cylinders are sold at more than ceiling
Price
Q.14): - B) Rs. 130 Cr
Q.15): - D) Rs. 800 Cr
Q.16): - C). Efficient management in production to increase profits
Q.17): - D) Zero net social benefit

Q.18): - B) Only negative externality exists
Q.19): - b) Y = C + I + G
Q.20): - b) Government expenditure
Q.21): - b) 606 billion
Q.22): - c) 542 billion
Q.23): - d) 621 billion
Q.24): - c) 556 billion
Q.25): - d) Large population
Q.26): - b). GDP at constant prices for 2021 is estimated with the base year as 2010-11.
Q.27): - D.) Country Y has a comparative advantage in the production of laptops.
Q.28): - D) 280 million.
Q.29): - a) 
            NET DOMESTIC INCOME: - GDP – DEPRECIATION 
                                                              =1800+300-1700 =>400
             b)  GDI = Wages + Profits + Interest Income + Rental Income + Taxes - Subsidies 
=28000+10000+9000-1800=45200

Q.31) 
· The short-run aggregate supply curve is upward sloping because the quantity supplied increases when the price rises. In the short-run, firms have one fixed factor of production (usually capital).
· When the curve shifts outward the output and real GDP increase at a given price. As a result, there is a positive correlation between the price level and output, which is shown on the short-run aggregate supply curve.
Q.32): - 
When certain goods are consumed, such as demerit goods, negative effects can arise on third parties. cigarette smoking can create passive smoking, as it is not beneficial to the third party. 

Q.33): - 
Actual economic growth is measured by the annual percentage change in a country’s real national output (GDP).
Potential economic growth is also known as trend growth and is measured by the estimated annual change in a country’s potential level of national output. Potential growth is driven by improvements in long run aggregate supply
Q.34);
1. Product Method: In this method, national income is measured as a flow of goods and service. To avoid the problem of double counting we can use the value-addition method in which not the whole value of a commodity but value-addition (i.e., value of final good value of intermediate good) at each stage of production is calculated and these are summed up to arrive at GDP.
2.. Income Method:
Under this method, national income is measured as a flow of factor incomes.
3. Expenditure Method:
In this method, national income is measured as a flow of expenditure. GDP is sum-total of private consumption expenditure.
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