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https://doubtnut.app.link/lkek2J5wfhb
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1. Find consumption (C ) if b=0.8 and income

(Y) is 200 and  =100

Watch Video Solution

¯̄̄C

2. Find C at given levels of income given that

  

Income level in (rupee): 0,100,200,300,400,500

Watch Video Solution

¯̄̄C = 50 and b = 0.5

https://dl.doubtnut.com/l/_BBHInLwIEY7f
https://dl.doubtnut.com/l/_QIwuaKuQ7Ops


3. Find savings of autonomous consumption is

60 and MPC=0.5 at 5000 level of income

Watch Video Solution

4. Find the saving if autonomous consumptio

is 75, MPC is 0.6 and level of income is 1000.

Watch Video Solution

5. If APC is 0.4 then �nd APS.

https://dl.doubtnut.com/l/_ZdxpV1leTtc5
https://dl.doubtnut.com/l/_IUy1blkzVCms
https://dl.doubtnut.com/l/_RqPX2gsgmoPR


Watch Video Solution

6. If APS=0.75 �nd APC

Watch Video Solution

7. If MPC=0.25, �nd MPS.

Watch Video Solution

8. If MPS=0.4, �nd MPC

https://dl.doubtnut.com/l/_RqPX2gsgmoPR
https://dl.doubtnut.com/l/_sDXMLShU9wdU
https://dl.doubtnut.com/l/_wJW6IMRKro4S
https://dl.doubtnut.com/l/_kwREfLh69qgS


Example

Practical Application

Watch Video Solution

1. 

View Text Solution

https://dl.doubtnut.com/l/_kwREfLh69qgS
https://dl.doubtnut.com/l/_ru6IvRg6wp4L


1. Calculate APC and APS from the following

schedule: 

Watch Video Solution

2. Calculate APC and APS from the following

schedule: 

Watch Video Solution

https://dl.doubtnut.com/l/_RIRueCjxhAjJ
https://dl.doubtnut.com/l/_KULVFEIDmw8B


3. If APC of an economy is 0.8, what should be

the savings when an income level is 4000

crore?

Watch Video Solution

4. Complete the following table. 

Watch Video Solution

https://dl.doubtnut.com/l/_KULVFEIDmw8B
https://dl.doubtnut.com/l/_nfOAdtnngbnW
https://dl.doubtnut.com/l/_Ve9yQXTDHqHd


5. Complete the following table. 

Watch Video Solution

6. Complete the following table. 

Watch Video Solution

https://dl.doubtnut.com/l/_Ve9yQXTDHqHd
https://dl.doubtnut.com/l/_HiPbuG3CVWf1
https://dl.doubtnut.com/l/_AJiiM03eAATF


Recapitulate

7. Given below is the consumption function of

an economy. C=100+0.5Y 

With the help of a numberical example, show

that in this economy, as income increases, APC

will decrease

Watch Video Solution

https://dl.doubtnut.com/l/_vA9vp5kXjLCr


1. Calculate the consumption level, If

income=100 crore and the consumption

function is C=80+0.5Y.

Watch Video Solution

2. Given that C=75+0.75Y, calculate the

consumption level if income level is 600lakh.

Watch Video Solution

https://dl.doubtnut.com/l/_qAULFXsPgZZd
https://dl.doubtnut.com/l/_HpGwhUm5eMaW


3. Calculate the income level if consumption is

equal to 1000 crores and the consumption

funciton is C=750+0.5Y.

Watch Video Solution

4. Find saving level if income level is 500 crore

and S=-50+0.60Y.

Watch Video Solution

https://dl.doubtnut.com/l/_3Ul1EpNuQw1u
https://dl.doubtnut.com/l/_EZjtZlHLvFGi


5. Find income level if S=-75+0.25Y and saving

level is 100 crore.

Watch Video Solution

6. Value of MPC is always equal to one

Watch Video Solution

7. MPC falls with succesive increase in the level

of income.

https://dl.doubtnut.com/l/_VCvp3o65gvLj
https://dl.doubtnut.com/l/_Cx1FSuJ9gmgm
https://dl.doubtnut.com/l/_z9WRvTgWWGBI


Watch Video Solution

8. APC can never be more than one

View Text Solution

9. APC rises with increase in income

View Text Solution

10. APC can never be zero

https://dl.doubtnut.com/l/_z9WRvTgWWGBI
https://dl.doubtnut.com/l/_I4KqMGk7u8ON
https://dl.doubtnut.com/l/_3q4cZaRPRW0u
https://dl.doubtnut.com/l/_q3TQLdCX3ixi


View Text Solution

11. APS can never be zero

View Text Solution

12. MPS varies between 0 and 1

Watch Video Solution

https://dl.doubtnut.com/l/_q3TQLdCX3ixi
https://dl.doubtnut.com/l/_995BXhRhZB0i
https://dl.doubtnut.com/l/_Dm7hf1AgXzvj


Mcq

13. Higher MCP will cause higher level of

production and income.

View Text Solution

1. Component of aggregae demand

A. Foreign exchange

B. intereast rate

https://dl.doubtnut.com/l/_dJnjSVJHbw1O
https://dl.doubtnut.com/l/_ZeVoxZwYpCH1


C. consumption

D. none of these

Answer: C

View Text Solution

2. MPC is the slope of

A. saving function

B. consumption function

C. cost function

https://dl.doubtnut.com/l/_ZeVoxZwYpCH1
https://dl.doubtnut.com/l/_FIFTtlb54rLg


D. all of these

Answer: B

View Text Solution

3. If entire additional income is saved then

MPC is

A. zero

B. 1

C. in�nity

https://dl.doubtnut.com/l/_FIFTtlb54rLg
https://dl.doubtnut.com/l/_XKYX7mqkRgSi


D. between 0 and 1

Answer: A

View Text Solution

4. At zero level of income, consuption is

A. zero

B. positive

C. negative

D. all of these

https://dl.doubtnut.com/l/_XKYX7mqkRgSi
https://dl.doubtnut.com/l/_ewnzOr9Jz1G0


Answer: B

View Text Solution

5. A situation in which a person is not willing

to work at the existing wage rate

A. full employment

B. involuntary unemployment

C. voluntary unemployment

D. none of these

https://dl.doubtnut.com/l/_ewnzOr9Jz1G0
https://dl.doubtnut.com/l/_rWnvR3z2amED


Answer: C

View Text Solution

6. Its value can be greater than one:

A. MPC

B. MPS

C. APS

D. APC

Answer: D

https://dl.doubtnut.com/l/_rWnvR3z2amED
https://dl.doubtnut.com/l/_UeKV1kLAOuZs


View Text Solution

7. MPC is zero when:

A. 

B. 

C. 

D. none of these

Answer: B

View Text Solution

ΔC < ΔY

ΔS = ΔY

ΔS < ΔY

https://dl.doubtnut.com/l/_UeKV1kLAOuZs
https://dl.doubtnut.com/l/_HabIyMl9oKTZ


8. Value of APS is negative when

A. 

B. 

C. S=Y

D. none of these

Answer: B

View Text Solution

ΔY < ΔC

C > Y

https://dl.doubtnut.com/l/_HabIyMl9oKTZ
https://dl.doubtnut.com/l/_ADjIZSzohwem


Objective

1. De�ne investment

View Text Solution

2. De�ne involuntary unemployment

View Text Solution

3. What is full employment

https://dl.doubtnut.com/l/_4hmLRTinDW7W
https://dl.doubtnut.com/l/_7AfXHQa6DqHP
https://dl.doubtnut.com/l/_SUaD1PgLliz4


View Text Solution

4. Mention and explain the two types of

investment expenditures

View Text Solution

5. What is voluntaruy unemployment?

View Text Solution

https://dl.doubtnut.com/l/_SUaD1PgLliz4
https://dl.doubtnut.com/l/_BdGp5sCbwPK2
https://dl.doubtnut.com/l/_glaMGLDLayXN


Conceptual Questions

6. Would a �rm decided to invest if MEI=10%

and ROI=8%

View Text Solution

7. Would a �rm decide to invest if ROI=12% and

MEI=8%

View Text Solution

https://dl.doubtnut.com/l/_yDGnBcevslGf
https://dl.doubtnut.com/l/_slkalZ4qKS66
https://dl.doubtnut.com/l/_0zV17iCRCVLC


1. De�ne consumption function

View Text Solution

2. What are Ex-ante savings?

View Text Solution

3. What is the break-Even point?

View Text Solution

https://dl.doubtnut.com/l/_0zV17iCRCVLC
https://dl.doubtnut.com/l/_jTjl9HST4nks
https://dl.doubtnut.com/l/_aNlYeleTA86A
https://dl.doubtnut.com/l/_6RWBKdgtwr6J


4. De�ng aggregate Demand(AD).

View Text Solution

5. What is saving function

View Text Solution

6. De�ne Ex-ante investments.

View Text Solution

https://dl.doubtnut.com/l/_6RWBKdgtwr6J
https://dl.doubtnut.com/l/_kVi6IGKkhy95
https://dl.doubtnut.com/l/_gzW2gLNwCgXw
https://dl.doubtnut.com/l/_oteBa4u26uS4


7. Give and explain the types of propensity to

consume.

View Text Solution

8. What are the components of Aggregate

Demand?

View Text Solution

9. De�ne Ex-post savings

https://dl.doubtnut.com/l/_oteBa4u26uS4
https://dl.doubtnut.com/l/_9w0K8vIoNHoN
https://dl.doubtnut.com/l/_oJ9z850tYnWO


Hots

View Text Solution

10. Mention and explain the types of

propensity to save.

View Text Solution

1. When will the vlaue of APC, APS, MPC and

MPS be

https://dl.doubtnut.com/l/_oJ9z850tYnWO
https://dl.doubtnut.com/l/_JY7HSeffvPwd
https://dl.doubtnut.com/l/_D5UJfUoqFgR8


View Text Solution

2. De�ne APS and MPS. Can the value of

average propensity to save be negative? Give

reason for your answer.

View Text Solution

3. High propensity to consume is a virtue,

while high propensity to save is not. Explain.

View Text Solution

https://dl.doubtnut.com/l/_D5UJfUoqFgR8
https://dl.doubtnut.com/l/_mgeeQshzcR4v
https://dl.doubtnut.com/l/_PlQOpPU8c9XP


Value Based

4. Why autonomous investment is essential?

View Text Solution

1. (a) What is autonomous investment ?

Explain diagrammatically. 

(b) Why does government spend on

autonomous investment ?

View Text Solution

https://dl.doubtnut.com/l/_bpc18ECUW4Hb
https://dl.doubtnut.com/l/_M7WFxK48t73j


2. Why does the consumption function curve

of an involuntary unemployed worker start

from positive y-axis, even at zero level of

income ? use diagram

View Text Solution

3. An income increase, consumption

expenditure does not increase at the same

https://dl.doubtnut.com/l/_M7WFxK48t73j
https://dl.doubtnut.com/l/_12cPXwSlo6g8
https://dl.doubtnut.com/l/_ecfEcWrCMARb


rate as incease" Why? 

View Text Solution

4. "Marginal propensity to consume falls with

sucessive increase in the level of income." It is

always true?

View Text Solution

https://dl.doubtnut.com/l/_ecfEcWrCMARb
https://dl.doubtnut.com/l/_zFq6v2mIbMd5


Guidelines

1. What is the marginal propensity to

consume? How is it related to marginal

propensity to save?

View Text Solution

2. What is the di�erence between Ex-ante

investmeent and Ex-post investment

https://dl.doubtnut.com/l/_zFq6v2mIbMd5
https://dl.doubtnut.com/l/_DoiF7rZzd576
https://dl.doubtnut.com/l/_6VXa5CgGPAIr


Very Short Answer

View Text Solution

3. What do you understand by Parametric shift

of a line? How does a line shift when its (i)

slope changes, and (ii) intercept increases?

View Text Solution

1. Give meaning of full employment.

https://dl.doubtnut.com/l/_6VXa5CgGPAIr
https://dl.doubtnut.com/l/_0kRYvKX1qzzA
https://dl.doubtnut.com/l/_9U7cUrqxSdyk


View Text Solution

2. What is meant by aggregate supply ?

View Text Solution

3. What is the value of MPC when MPS= 0 ?

View Text Solution

4. What can be the maximum value of MPS ?

https://dl.doubtnut.com/l/_9U7cUrqxSdyk
https://dl.doubtnut.com/l/_TDtUBHWffE46
https://dl.doubtnut.com/l/_u0thVOmcOLBr
https://dl.doubtnut.com/l/_8aQsNq9qDvBb


View Text Solution

5. Give meaning of involuntary unemployment.

View Text Solution

6. What is the relation between MPC and MPS.

View Text Solution

https://dl.doubtnut.com/l/_8aQsNq9qDvBb
https://dl.doubtnut.com/l/_GFSiMmFNALty
https://dl.doubtnut.com/l/_2twdCKR0iRbl


7. Why can the value of MPC be not greater

than one ?

View Text Solution

8. Why can the value of MPC be not greater

than one ?

View Text Solution

9. De�ne consumption function.

https://dl.doubtnut.com/l/_lzwTV1z1cFbO
https://dl.doubtnut.com/l/_a4mszqZ9ca4O
https://dl.doubtnut.com/l/_Cay9o8Vx939d


View Text Solution

10. Give the meaning ot marginal propensity

to save.

View Text Solution

11. De�ne average propensity to consume.

View Text Solution

https://dl.doubtnut.com/l/_Cay9o8Vx939d
https://dl.doubtnut.com/l/_Oxbm2KhJNhR6
https://dl.doubtnut.com/l/_Froeup1Qzuk7


12. De�ne average propensity to save.

View Text Solution

13. What is under employment equilibrium ?

View Text Solution

14. De�ne marginal propensity to consume.

View Text Solution

https://dl.doubtnut.com/l/_ouLHUW1EnEMJ
https://dl.doubtnut.com/l/_8w67FX3gjjHW
https://dl.doubtnut.com/l/_1bsL7qxh7SMX


Short Answer

15. If MPC = 1, the value of multiplier is : (a) 0

(b) 1 (c ) between 0 and 1 (d) in�nity

View Text Solution

1. What is the consumption function ?

View Text Solution

https://dl.doubtnut.com/l/_eYPAbsDh1fKE
https://dl.doubtnut.com/l/_SQDS9hOAvTGe


2. What is the saving function ? Derive it from

consumption function.

View Text Solution

3. Explain the components of the equation

View Text Solution

C = ¯̄̄C + bY

https://dl.doubtnut.com/l/_O0o2YieQDEby
https://dl.doubtnut.com/l/_u52AwU43LjQ0


4. What are the components of aggregate

demand ? 

Or 

State the meaning and components of

aggregate demand. 

Or 

De�ne aggregate demand. State its

components.

View Text Solution

https://dl.doubtnut.com/l/_nDuOCpXkKHTg


5. Give meaning of (i) Involuntary

unemployment. (ii) Full employment. (iii)

Under-employment. 

Or 

Explain brie�y the meaning of involuntary

unemployment and full employment.

View Text Solution

6. Distinguish between marginal propensity to

consume and marginal propensity to save.

https://dl.doubtnut.com/l/_nf9JpXizxHWx
https://dl.doubtnut.com/l/_NWbtqwnQhmMV


What is the relationship between the two ?

View Text Solution

7. What is the relationship between average

propensity to consume and average

propensity to save? Can the value of average

propensity to save be negative ? If yes, when ?

View Text Solution

https://dl.doubtnut.com/l/_NWbtqwnQhmMV
https://dl.doubtnut.com/l/_eqgepMSnuAoc


8. Distinguish between average propensity to

consume and marginal propensity to

consume. Can the value of average propensity

to consume be greater than 1? Give reasons

for your answer. 

Or 

Distinguish between average propensity to

consume and marginal propensity to

consume. Which of these two can be greater

than one and when ?

View Text Solution

https://dl.doubtnut.com/l/_z9nKK61IuPyu


9. Give the meaning of marginal propensity to

consume and marginal propensity to save. Can

the value of average propensity to save be

negative ? If yes, when ?

View Text Solution

10. Explain the distinction between voluntary

and involuntary unemployment.

View Text Solution

https://dl.doubtnut.com/l/_iEZfBZf5dXv5
https://dl.doubtnut.com/l/_GSsl3owfmlJi


Long Answer

1. Explain 'consumption function' with the help

of a schedule and diagram

Watch Video Solution

2. Explain saving function with the help of a

schedule and diagram.

Watch Video Solution

https://dl.doubtnut.com/l/_IeYzdmc562Io
https://dl.doubtnut.com/l/_t8D3efUDH9Ik
https://dl.doubtnut.com/l/_g0aUobBjIzWd


3. Draw on a diagram a straight line savings

curve for an economy. From it derive the

consumption curve, explaining the method of

derivation. Show a point on the consumption

curve at which average propensity to consume

is equal to 1.

Watch Video Solution

4. De�ne investment. Explain its types using

suitable diagrams. .

Watch Video Solution

https://dl.doubtnut.com/l/_g0aUobBjIzWd
https://dl.doubtnut.com/l/_4vX8A7Z1p0JG


5. Outline the steps required to be taken in

deriving the consumption curve from the

given saving curve use diagram.

Watch Video Solution

6. Outline the steps required to be taken in

deriving the consumption curve from the

given saving curve from the given

consumption curve. Use diagram.

https://dl.doubtnut.com/l/_4vX8A7Z1p0JG
https://dl.doubtnut.com/l/_pU17BDspAcif
https://dl.doubtnut.com/l/_Mb0buXkxVpJW


Unsolved Numberical

Watch Video Solution

7. Distinguish between MPC nad APC. Give a

numerical example.

Watch Video Solution

1. If APC=0.75, how much is APS?

Watch Video Solution

https://dl.doubtnut.com/l/_Mb0buXkxVpJW
https://dl.doubtnut.com/l/_s79UlOvuDRBq
https://dl.doubtnut.com/l/_BYqPUXp8U1vc


2. If MPS is one, how much is MPC?

Watch Video Solution

3. If disposable income is 1000 and saving 250,

�nd out APC.

Watch Video Solution

4. If disposable income is 500 and saving 100,

�nd out APC.

https://dl.doubtnut.com/l/_0cDYrQnVG7qP
https://dl.doubtnut.com/l/_i1gmg9Ixb1hI
https://dl.doubtnut.com/l/_cmSJCjAZzuEh


Watch Video Solution

5. If disposable income is 1000 and

consumption expenditure is 700, �nd out APS.

Watch Video Solution

6. If disposable income is 100 and

consumption expenditure is 80, �nd out APS.

Watch Video Solution

https://dl.doubtnut.com/l/_cmSJCjAZzuEh
https://dl.doubtnut.com/l/_Kj7XmtsbT7iz
https://dl.doubtnut.com/l/_RZakRLShj5YX
https://dl.doubtnut.com/l/_hGRxaRseWZIm


7. If the value of MPS is 0.3, what is value of

MPC?

Watch Video Solution

8. If National income is 90 crore and

consumption expenditure 81 crore, �nd out

APS. When income rises to 100 crore and

consumption expenditure to 88 crore, what

will be the MPC and MPS.

Watch Video Solution

https://dl.doubtnut.com/l/_hGRxaRseWZIm
https://dl.doubtnut.com/l/_Ykv6TCZE91zA


9. Complete the following table. 

Watch Video Solution

10. Complete the following table. 

Watch Video Solution

https://dl.doubtnut.com/l/_cuVRFSNV0JCl
https://dl.doubtnut.com/l/_662p0c9IqBX6


https://dl.doubtnut.com/l/_662p0c9IqBX6

