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Q2: Explain the fallacies in each of the following statements. 

a) GNP is always greater than GDP 
b) NNP is always greater than GNP 
c) Personal income is always greater than national income 
d) National income is more than NNP 

 
Q3: Answer the following questions.  

(a) Explain the meaning of value added. What is its importance in measurement 
of GDP?   

(b) A miller buys a KG of wheat from a farmer for Rs. 30, grinds it into flour and 
sells it to a baker for Rs. 60. The baker combines the flour with other 
ingredients and makes a loaf of bread. Then baker then sells it to the grocery 
store for Rs. 90. The grocery store then adds Rs. 10 and sells it to a customer. 
What is value added at each stage? What is GDP? 

 
Q4: Which variable(s) result in movement along the LM curve and which variable(s) 

result in shifts in the LM curve? Go through your answers graphically. 
 
Q5: What is Inflation? What are its types? What are factors which affect demand pull 

inflation and cost push Inflation?  
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