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1. Answer the following questions (any ter) : 

la) what is the problem of choice'? 

1x10=10 

Distinguish between a firm and an 
industry. 

Mention one feature of capitalism. 

(a) state one feature of economic goods. 

(Turn Over ) 



( 2 ) 
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What is cross demand? 

Wite the demand function. 

What are complementary goods? 

A Draw the demand curre of Giffen goods. 

What is the shape of perfectiy inelastic 
suppy cune? 

What is producers' surplus? 

Deine opportunity sets. 

What is inoome consumption curre? 

Metion the concept of market demand. 

Distinguish between stock and suppiy. 

Define imperiect competition 

(p) What is derived demand? 

(q) 

3 ) 

State one character of labour market. 

What is meant by property rights? 

2. Answer the following questions in short 
(any fie: 
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(a) Distinguish between positive economics 
and normative economics. 

2x5=1O 

What is economic problem? 

(c) Write any two features of basic 

cOmpetitive model. 

(d Why is the cross elasticity of demand 
for substitute goods alwavs positive and 
negative for complementary goods? 



(e) If price elasticity of demand for milk is 

equal to unity (-1) and if at the price 

of 40 per litre a household demands 

40 litres milk, then how mnuch milk 

will be demanded at the price of 60 

( 4 ) 

6) 
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abt fRTR 40 fD0Y S114 D0RT0 , (O8 

(g) Why is the supply curve of labour 
upward sloping? 

Why do two indifference curves not 

intersect each other? 

Distinguish between fixed and variable 
COsts. 

Mention two government policies to 
enhance competition in the market. 

Why do input demand curves shift to 
the left? 

( Continued ) 

3. Answer the following questions (any four) : 
5x4=2O 

(a) What is price rationing? Explain the 
impact of price rationing on the market. 

(b) 

5 ) 

(e) 

) Explain the characteristics of a mixed 
econonmy. 
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1+4-5 

How does the profit motive drive the 
market system? Discuss. 

(d) What is price mechanism? How does 
price mechanism allocate resources? 

frogA A? 

5 

1+4=5 

What is budget line? How do changes 
in income and prices affect the budget 
line? Use diagrams. 1+2+2=5 

( Turn Over ) 

per litre? 



(6) 

Show that a monopolist always operates 
on the elastic part of the demand curve. 
Why? 3+2=5 

(g) Establish the relationship between 
average cost and marginal cost. Why 
does MC curve cut AC curve from 
below? 
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3+2=5 

(h) Explain the various factors determining 
the demand for labour. 

4. Answer the following questions (any four) : 

,(d) What are the fundamental economic 
problems of an economy? How can 
various economic problemns be explained 

through the use of production possibility curve? 

5 

10x4=40 

4+6=10 

(Continued ) 

(7 ) 

(b) How is efficiency of market linked with 
producers' and consumers' surplus? 
Explain. 

(c) Explain the various factors determining 
individual and market demand. 

(d) What is substitution effect? Explain the 
concept of substitution effect with the 
help of Hicksian and Slutsky method. 
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(e) Explain the process of consumer's 
optimum choice with the help of indif 
ference curve approach. 

10 

1+5+4=10 

Derive long-run average Cost Curve 

from short-run average cost curves. 
Give reasons for the U-shape of long 
run average cost curve, 

10 

10 

8+2=10 

( Tum Over ) 



( 8 ) 

(g) Explain the behaviour of a profit ma 
mizing firm in the short-run. 

(h) Discuss the rationale behind the 
regulation of monopoly practices. What 
role do antitrust policies play in 
monopoly regulation? 

Describe the various applications of 
elasticity of demand in economics. 
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7+3=10 

Explain how wages are determined in a 
competitive labour market. 

10 

10 

10 
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