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EXCESS DEMAND AND DEFICIENT
DEMENT



https://doubtnut.app.link/lkek2J5wfhb
https://doubtnut.app.link/MVcbJvrhfnb
https://doubtnut.app.link/MVcbJvrhfnb

1. Distinguish between inflationary gap and
defiationary gap. Show defiationary gap on a
diagram Can this gap exist at equilibrium level

of income? Explain.

o View Text Solution

2. State the treatment of following measures
by central bank during excess demand. (i) Bank

rate:


https://dl.doubtnut.com/l/_mgBGLDBElooi
https://dl.doubtnut.com/l/_QXGjob7WFff9

(i) Margin requirements (iii) Open m arket

operation.

o View Text Solution

3. Name the monetary measure indicated in
the following statements. Also indicate,
wheter the following measures will be
adopted during excess demand or defcient
demand.

() RBI starts seeling Govemment secur ities to

the public.


https://dl.doubtnut.com/l/_QXGjob7WFff9
https://dl.doubtnut.com/l/_enJI28hKPAEb

(ii) Instead of 80% now 90% of the security
amount will be given as loan.

(iii) It resulted in increase in interest rate
charged by commercial bank from the
borrowers.

(iv) RBI advised SBI to stop advertising for
home loans in order to discourage lending.

(v) Central bank reduces the amount of time
and demand deposits required to be kept as
reserves.

(vi) RBI instructed not to advance loans to
people with income above rs 5 lakhs per

annum.


https://dl.doubtnut.com/l/_enJI28hKPAEb

° View Text Solution

4. An excess of aggregate demand over
aggregate supply always a situation of

inflationary gap Defend or refute.

° View Text Solution

5. Distinguish between full employment
equilibrium and underemployment

equilibrium.

| e |


https://dl.doubtnut.com/l/_enJI28hKPAEb
https://dl.doubtnut.com/l/_JLkHAoLmYxvG
https://dl.doubtnut.com/l/_23eKQcKcnAAY

& View Text Solution I

6. Discuss the situation when aggregate
demand is more than aggregate supply at full

employment income level.

° View Text Solution

7. To check inflation, the central bank should

reduce the cash reserve ratio.

o View Text Solution



https://dl.doubtnut.com/l/_23eKQcKcnAAY
https://dl.doubtnut.com/l/_yB8z0kydv8o3
https://dl.doubtnut.com/l/_ztZGICl8ORCn

8. To correct the deflationary gap, money

supply should be decreased.

° View Text Solution

9. Equilibrium beyond the full employment

level does not lead to rise in output level

o View Text Solution



https://dl.doubtnut.com/l/_zmEa8p3nvO1C
https://dl.doubtnut.com/l/_7OiapcjdpLgz

10. A reduction in govermment spending leads
to fall in the income and purchasing power of

the people.

o View Text Solution

1. Sale of govermment securities by the
central bank in the open market is an
appropriate policy to check depression in the

economy.

° View Text Solution



https://dl.doubtnut.com/l/_WZ7jqWEUIC7c
https://dl.doubtnut.com/l/_EKMtwVbeAROg

12. Deficiency in demand has no effect on the

country's output and prices.

o View Text Solution

13. An increase in the bank rate makes

borrowing costlier for the general public.

° View Text Solution



https://dl.doubtnut.com/l/_EKMtwVbeAROg
https://dl.doubtnut.com/l/_NQI1ZRnvytIF
https://dl.doubtnut.com/l/_Yt3SH2GLeFZR

14. The deflationary gap can be corrected by

raising the level of aggregate demand.

° View Text Solution

15. Increase in margin requirements helps to

control the situation of deficient demand.

o View Text Solution



https://dl.doubtnut.com/l/_hDZWWCj3S66f
https://dl.doubtnut.com/l/_XgiuE9iYbY0B

16. Increase in margin requirements helps to

control the situation of deficient demand.

° View Text Solution

17. Inflationary gap exists when aggregate

demand i sgreater tha aggregate supply.

o View Text Solution



https://dl.doubtnut.com/l/_b9VDm9fTuVL2
https://dl.doubtnut.com/l/_aQr2tlrVuY6H

18. Deflationary gap exists when aggregate
demand is greater than aggregate supply at

full employment level.

o View Text Solution

19. is exercised through discussions,

letters and speeches to banks

A. Moral suasion

B. Selective Credit Controls


https://dl.doubtnut.com/l/_cb9Uws0ZchSr
https://dl.doubtnut.com/l/_jlghrgFUsNS9

C. Margin Requirements

D. Open Market Operations

Answer: a

o View Text Solution

20. Which of the following is not the reason

for excess demand?

A. Fall in the propensity to consume

B. Reduction in taxes


https://dl.doubtnut.com/l/_jlghrgFUsNS9
https://dl.doubtnut.com/l/_C07AgyHVRVCX

C.Increase in investments

D. Deficit Financing

Answer: a

o View Text Solution

21. Increase in cash reserve ratio will lead to:

A. Fall in Aggregate Demand

B. Rise in Aggregate Demand

C. No change in Aggregate Demand


https://dl.doubtnut.com/l/_C07AgyHVRVCX
https://dl.doubtnut.com/l/_ECODYZrUoW3N

D. None of these

Answer: a

° View Text Solution

22. The gap by which actual aggregate
demand exceeds the aggregate demand
required to establish full employment

equilibrium is known as

A. Deficient Demand


https://dl.doubtnut.com/l/_ECODYZrUoW3N
https://dl.doubtnut.com/l/_ZrQHKPh3cPFp

B. Deflationary gap

C. Inflationary Gap

D. Excess Demand

Answer: c

o View Text Solution

23. Change in Government Spending is a part

of :

A. Monestary Policy


https://dl.doubtnut.com/l/_ZrQHKPh3cPFp
https://dl.doubtnut.com/l/_d4ZVQk6n0gDZ

B. Fiscal Policy

C. Either (a) or (b)

D. Neither (a) nor (b)

Answer: b

o View Text Solution

24, refers to the situation when
aggregate supply falls short of aggregate

demand corresponding to full employment

level of output in the economy.


https://dl.doubtnut.com/l/_d4ZVQk6n0gDZ
https://dl.doubtnut.com/l/_E0LhOqV94jnW

A. Deficient Demand

B. Excess Demand

C. Inflationary Gap

D. Deflationary gap

Answer: b

o View Text Solution

25. Excess demand leads to:

A.increase in the level of employment


https://dl.doubtnut.com/l/_E0LhOqV94jnW
https://dl.doubtnut.com/l/_WabZDYDvUzjy

B. Decrease in the level of employment

C. No change in the level of employment

D. None of these

Answer: c

o View Text Solution

26. Defficient Demand indicates:

A. Under employment equilibrium

B. Over Full employment equilibrium


https://dl.doubtnut.com/l/_WabZDYDvUzjy
https://dl.doubtnut.com/l/_HhhJAyl5q9CJ

C. Full employment equilibrium

D. None of these

Answer: a

o View Text Solution

27. Monday Policy is the policy of _ to control

money and credit creation in the economy.

A. Central Govermment

B. Central Bank


https://dl.doubtnut.com/l/_HhhJAyl5q9CJ
https://dl.doubtnut.com/l/_ffjDl3gcvg95

C.Bothaandb

D. None of these

Answer: b

° View Text Solution

28. During excess demand, central bank _ the

margin.

A. Decreases

B. increases


https://dl.doubtnut.com/l/_ffjDl3gcvg95
https://dl.doubtnut.com/l/_LABfxxkN63UE

C. Removes

D. Does not change

Answer: b

° View Text Solution

29. In the following diagram, the gap EF is

termed as:

Lo

A. Inflationary Gap


https://dl.doubtnut.com/l/_LABfxxkN63UE
https://dl.doubtnut.com/l/_fvi5rV8K3hDT

B. Deflationary Gap

C.Eitheraorb

D. Neither a nor b

Answer: a

o View Text Solution

30. If an economy is to control recession like
most of the Euro-Zone nations, which of the

following can be appropriate:


https://dl.doubtnut.com/l/_fvi5rV8K3hDT
https://dl.doubtnut.com/l/_pIUu0dMNLYGL

A. Reducing Repo Rate

B. Reducing CRR

C.Bothaandb

D.Noneofaandb

Answer: C

o View Text Solution

31. Aggregate demand can be increased by:

(choose the correct atternative)


https://dl.doubtnut.com/l/_pIUu0dMNLYGL
https://dl.doubtnut.com/l/_hWauUr3Kxqm9

A. increasing bank rate

B. selling government securities by Reserve

Bank of India

C. Increasing cash reserve ratio

D. none of the above

Answer: d

° View Text Solution



https://dl.doubtnut.com/l/_hWauUr3Kxqm9

32. Name the situation under which planned
aggregate  expenditure  excceeds  the

equilibrium level of expenditure.

o View Text Solution

33. What is the meant by excess demand in

Macroeconomics?

° View Text Solution



https://dl.doubtnut.com/l/_cHekl45yMnLD
https://dl.doubtnut.com/l/_xanu0kdKLn5Q

34. Define inflationary gap.

o View Text Solution

35. What does inflationary gap measure?

o View Text Solution

36. Name the situation under which aggregate
demand is insufficient to eliminate involuntary

unemployment.



https://dl.doubtnut.com/l/_B9fdg6T78lcP
https://dl.doubtnut.com/l/_v2heNEVLGFfd
https://dl.doubtnut.com/l/_UB3M3jlplzX2

View Text Solution

37. Give meaning of deficient demand in

macroeconomics

o View Text Solution

38. Define deflationary gap.
Or

Give the meaning of deflationary gap.

o View Text Solution



https://dl.doubtnut.com/l/_UB3M3jlplzX2
https://dl.doubtnut.com/l/_mpq0ataqmma7
https://dl.doubtnut.com/l/_vmq1XENR5Yjf

39. What is the impact of excess demand and

deficient demand on the price level?

o View Text Solution

40. State the impact of excess demand on

production and employment.

° View Text Solution



https://dl.doubtnut.com/l/_vmq1XENR5Yjf
https://dl.doubtnut.com/l/_QtfskkQJP5lc
https://dl.doubtnut.com/l/_Eh9deljFET6V

41. What is the impact of deficient demand on

production and employment?

° View Text Solution

42. When does the situation of deificient

demand on production an employment?

o View Text Solution



https://dl.doubtnut.com/l/_OGnVPr4fo7Y9
https://dl.doubtnut.com/l/_y1sP3zQrczeD

43. State two measures by which a central

bank can attempt to reduce the inflatinary

gap.

o View Text Solution

44. How does the instrument of open market

operating help during deficient demand?

° View Text Solution



https://dl.doubtnut.com/l/_77keaofVRYQ5
https://dl.doubtnut.com/l/_1EvCXsWfSMQx

45. What happens when the credit availablity

is restricted and credit costiler?

° View Text Solution

46. what happens when the credit availability

is restricted and credit made costiler?

o View Text Solution



https://dl.doubtnut.com/l/_hyBzgV6aNOBu
https://dl.doubtnut.com/l/_CDfpysT9FpTE

47. What is the impact of decrease in margin

requirements?

° View Text Solution

48. Does the situation of excess demand arise?
How do you measure it ? Show it with the help

of a diagram.

° Watch Video Solution



https://dl.doubtnut.com/l/_JZ9O5pjAKtKX
https://dl.doubtnut.com/l/_fjj9qgObMm7q

49, What is the impact of excess demand on

output, employment and prices?

° Watch Video Solution

50. Explain the meaning of inflationary gap
with the help of a diagram.

Or

Explain the meaning and implications of

inflationary gap.

° Watch Video Solution



https://dl.doubtnut.com/l/_jXGpg5pfccA6
https://dl.doubtnut.com/l/_gfhRmbuLupZO

51. Explain the meaning of deflationary gap

with the help of a diagram.

o Watch Video Solution

52. Explain the situation of deficient demand

in an economy with the help of a diagram.

° Watch Video Solution



https://dl.doubtnut.com/l/_gfhRmbuLupZO
https://dl.doubtnut.com/l/_FA7Af3WIGsH3
https://dl.doubtnut.com/l/_jTDBIH1rNt0Y

53. Explain the role of bank rate in dealing

with the problem of deficient demand.

° Watch Video Solution

54. How can a central b ank control excess
demand in an econ omy by making changes in

the legal reserve requirements?

° Watch Video Solution



https://dl.doubtnut.com/l/_woMSxHXuhIuo
https://dl.doubtnut.com/l/_8QPuJ4Qq1YqN

55. Explain any two measures to remedy the

problem of excess demand in an economy.

° Watch Video Solution

56. Decrease in the money supply helps in
controlling the situation of excess demand in

an economy Comment.

° Watch Video Solution



https://dl.doubtnut.com/l/_QU2TA8uWNfyr
https://dl.doubtnut.com/l/_ingGK3uE46NP

57. Would you advocate expansion or
contraction of money supply during ex cess

demand?

o Watch Video Solution

58. How can increase in the government
expenditure solve the problem of deficient
demand?

Or


https://dl.doubtnut.com/l/_P4Yu58LG5gq1
https://dl.doubtnut.com/l/_IHVS7e5kVf1z

Explain how can government spending be

helpful in removing deficient demand.

° Watch Video Solution

59. Discuss the role of government in
correcting excess demand with the help of a

diagram.

° Watch Video Solution



https://dl.doubtnut.com/l/_IHVS7e5kVf1z
https://dl.doubtnut.com/l/_mpqgk2C4Q8gA

60. Explain the role of margin requirements in

dealing with the problem of excess demand.

° Watch Video Solution

61. What role does government expenditure
play to control deficient demand in a three-

sector economy? Use diagram?

° Watch Video Solution



https://dl.doubtnut.com/l/_53ElFIZW6Amr
https://dl.doubtnut.com/l/_h49GBjk4CHtg

62. Explain the role of "open market

operations" in controlling the inflationary gap.

° Watch Video Solution

63. How does increase in taxes help to control
the situation of excess demand?

OR

Explain the role of taxation in reducing excess

demand.

° Watch Video Solution



https://dl.doubtnut.com/l/_d7fB8mp0HzOt
https://dl.doubtnut.com/l/_XxTLlERn36zv

64. What is meant by Repo Rate? How does
the Central Bank use this measure to control

inflationary conditions in an economy?

° Watch Video Solution

65. Explain how controlling money supply is

helpful in reducing excess deman d.

o Watch Video Solution



https://dl.doubtnut.com/l/_XxTLlERn36zv
https://dl.doubtnut.com/l/_Kx9FyA61knEZ
https://dl.doubtnut.com/l/_DCecYa6hnVe8
https://dl.doubtnut.com/l/_0GYDiqEwHxNO

66. What is meant by Margin Requirements?
How does the Central Bank use this measure
to control deflatioanry conditions in an

economy?

° Watch Video Solution

67. What is meant by inflationary gap ? State

three measrues to reduce this gap.

o Watch Video Solution



https://dl.doubtnut.com/l/_0GYDiqEwHxNO
https://dl.doubtnut.com/l/_atjbYLvxQuGg

68. Explain the concept of infaltionary gap
with the help of a diagram. What is its impact
on output, employment and price level in the

economy?

o Watch Video Solution

69. Explain the problem of excess demadn in
an economy with the help of a diagram.

Explain the role of bank rate in correcting it.

o Watch Video Solution



https://dl.doubtnut.com/l/_IjikvIoqEWam
https://dl.doubtnut.com/l/_plTjHMwVsenf

70. Explain the concept of excess demand in
macroeconomics. Also explain the role of open
market operation in correcting it.

OR

What is excess demand in macroeconomics/
show the same in a diagram. Explain the role

of open market operations in reducing it.

o Watch Video Solution



https://dl.doubtnut.com/l/_plTjHMwVsenf
https://dl.doubtnut.com/l/_c0EZmW9wJSXi

71. Discuss, in brief, the meanings of deficient
demand and deflationary gap with the help of
a diagram Also, discuss the effect of deficient
demand on output, employment and price

level.

o Watch Video Solution

72. Explain the role of the following in
correcting deficient demand in an economy (i)

Open market operations. (ii Bank rate.

| & |


https://dl.doubtnut.com/l/_zwT8KOXZk1Mf
https://dl.doubtnut.com/l/_3iHBXL9Xt6wm

| ¥ Watch Video Solution |

73. How does money supply help in controlling

the situation of dieficient demand?

o Watch Video Solution

74. Explain the role of the following in
correcting excess demand in an economy (i)

Bank rate (ii) Open market operations.

o Watch Video Solution



https://dl.doubtnut.com/l/_3iHBXL9Xt6wm
https://dl.doubtnut.com/l/_T353OFXi3wbK
https://dl.doubtnut.com/l/_t8SiLO4RTyp9

75. Explain the concept of deflationary gap
Also explainthe role of margin requirements in

reducing it.

o Watch Video Solution

76. Explain the concept of deficient demand in
macroeconomics. Also explain the role of Bank

Rate in correctint it.

o Watch Video Solution



https://dl.doubtnut.com/l/_C0NGsNpvwQc5
https://dl.doubtnut.com/l/_FmAEhj4gDb8n
https://dl.doubtnut.com/l/_01iW19FEYQAm

77. Explain the concept of inflatioanry gap.
Also explain the role of legal reserves in

reducing it.

o Watch Video Solution

78. Explain the meaning of under-employment
equilibrium . Explain two measures by which

full employment equilibrium can be reached.

o Watch Video Solution



https://dl.doubtnut.com/l/_01iW19FEYQAm
https://dl.doubtnut.com/l/_yyWlLrGewTGj
https://dl.doubtnut.com/l/_9e8dAN6bZKax

79. Distinguish between infltionary gap and
deflationary gap. State two measures by which

these can be corrected.

o Watch Video Solution

80. Explain the meaning of infaltionary gap an

d eflationary gap with the help of diagrams.

° Watch Video Solution



https://dl.doubtnut.com/l/_9e8dAN6bZKax
https://dl.doubtnut.com/l/_Hoq4yRp57E6t

81. Explain the meaning of inflationary gap and
deflationary gap . Explain any one measure by

which these gaps can b e reduced.

o View Text Solution

82. Explain the concept of infaltionary gap

Explain the role of Repo Rate in reducing this

gap.

o View Text Solution



https://dl.doubtnut.com/l/_kU318k6XNL9G
https://dl.doubtnut.com/l/_xcgipjCOexdZ
https://dl.doubtnut.com/l/_MNtQiVOQ2gzu

83. What is excess demand? Explain the role of

Reverse Repo Rate in removing it.

° View Text Solution

84. What is inflationary gap? Explain the role

of Cash Reserve Ratio in removing this gap.

o View Text Solution



https://dl.doubtnut.com/l/_MNtQiVOQ2gzu
https://dl.doubtnut.com/l/_yBI2X9tmTSOA

85. How does change in taxes help to control

the situation of excess and deficient demand ?

° View Text Solution

86. Explain the situation of deficient demand
in an economy. Also explain the role of Repo

Rate in correcting this.

° View Text Solution



https://dl.doubtnut.com/l/_7vIy8H3nzPlD
https://dl.doubtnut.com/l/_mRpfq9XMW75w

