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SECTION A

1. What are the intercepts of budget line on X-axis and Y-axis? (1)

2. Price elasticity of demand has a minus sign in it . What does it show? (1)

3. Define budget line. (1)

4. In oligopoly, are products differentiated or homogenous ? (1)

5. By spending his entire income only on two goods X and Y, a consumer finds that Marginal Utility of
X / Px > Marginal Utility of Y / Py . Explain how will the consumer react? (3)

6. Draw Total Revenue curve and marginal revenue curve of a firm which is free to sell any quantity of the
good at any given price. Explain. (3)

7. Draw average total cost, average variable cost and marginal cost curves in a single diagram. Also, explain
the relationship between ATC and AVC. (3)

8. What happens to the demand for a good when consumer’s income changes? Explain. (4)

9. Define production function. Distinguish between short run and long run production functions.

Or (4)

Instructions:

1. All questions in both the sections are compulsory.
2. Marks for questions are indicated against each question.
3. Questions No. 1-4 and 17-20 are very short answer questions carrying 1 mark each. They

are required to be answered in one sentence.
4. Questions No.5-7 and Q. 21 are short answer questions carrying 3 marks each. Answers to

them should not normally exceed 60 words each.
5. Questions no.8-12 and 22 are also short answer questions carrying 4 marks each. Answers

to them should not normally exceed 70 words each.
6. Questions no. 13-16 and 23-24 are long answer questions carrying 6 marks each. Answers

to them should not normally exceed 100 words each.
7. Answers should be brief and to the point and the above word limit be adhered to as far as

possible.



Define cost. Distinguish between fixed and variable costs. Give one example of each.

10. Explain the meaning of opportunity cost with the help of a production possibility schedule. (4)

11. Large number of technical training institutions have been started by the government. State its economic
value in the context of production possibilities frontier. What impact will this move have on the PPC? Show
with the help of a diagram. (4)

12. Given below is a cost and revenue schedule of a producer. At what level of output is the producer in
equilibrium? Give reasons for your answer. (4)

Output(units) 1 2 3 4 5 6 7
Price(Rs.) 10 10 10 10 10 10 10
Total Cost(Rs) 13 22 30 38 47 57 71

13. (a) What will be the effect of a rise in the price of Coca Cola on the demand for Pepsi. Draw an
appropriate diagram.

(b)At a price of Rs. 5 per unit of commodity A, total revenue is Rs. 800. When its price rises by 20 percent,
total revenue increases by Rs. 400. Calculate its price elasticity of supply. (3+3)

14. (a) State three characteristics of indifference curves .
(b) What is maximum price ceiling? On what type of goods is it normally imposed? (3+3)

15. (a) There are a large number of firms in a perfectly competitive market. Explain the significance of this
feature. (3+3)

(b) Explain the significance of the feature of ‘product differentiation’ in monopolistic competition.

16. Explain the chain of effects leading to change in equilibrium price and quantity of a normal good due to
increase in income of its consumers. (6)

SECTION B

17.What is meant by ‘consumption of fixed capital’? (1)

18. What are goods which are not used in the production of other goods called ? (1)

19. Define flow variables. (1)

20. Define national income. (1)

21. Explain the components of domestic factor income. (3)



22. Distinguish between “real” gross domestic product and “nominal” gross domestic product. Which of
these is a better index of welfare of the people and why? (4)

23. Giving reason explain how should the following be treated in estimation of national income: (6)
(a) Payment of corporate tax by a firm
(b) Purchase of refrigerator by a firm for own use.
(c) Expenditure by a firm on payment of fees to a chartered accountant

24. (a) If the real GDP is Rs. 400 and nominal GDP is Rs. 450, calculate the Price Index (base=100)
(b) Calculate ‘Net National Product at Market Price’ from the following: (2+4)

Sr. No. Items Rs. In Crores
(i) Closing Stock 10
(ii) Consumption of fixed capital 40
(iii) Private final consumption expenditure 600
(iv) Exports 50
(v) Opening Stock 20
(vi) Government final consumption expenditure 100
(vii) Imports 60
(viii) Net domestic fixed capital formation 80
(ix) Net current transfers to Abroad (-)10
(x) Net factor income to abroad 30


