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      Q1. Why does an indifference curve slope downwards?     1 

Q2. Why should a consumer buy more of a commodity even when marginal utility from every                
successive unit tends to decrease?      1 
Q3. What is the behaviour of average revenue in the market in which a Firm can sell more only                   
by lowering the price ?    1 
Q4. What is implicit cost ?    1 
Q5. Give two examples of fixed cost.     1 
Q6. Draw average variable cost, average total cost and marginal cost curves in a single diagram.                
Why is average cost curve u-shaped?    3 
Q7.Distinguish between increase in demand and increase in quantity demanded of a            
commodity.   
3 
Q8. From the following information about a firm find the firm's equilibrium output in terms of                
marginal cost and marginal revenue. Give reasons.                                                                3 
 

Output(Units) Total Revenue(Rs.) Total Cost (Rs.) 
1 
2 
3 
4 
5 

6 
12 
18 
24 
30 

7 
13 
17 
23 
31 

 
Q9. Indian markets are flooded with cheap electronic gadgets from China. Due to border              



disturbances India Bans trade with China. How will this move affect supply of electronic goods               
in India? (Use diagram). How will it benefit Indian producers?    4 

or 
Will the seller always be ready to sell more of a commodity at a higher price in the market ?                    
Explain. 
Q10.  State giving reasons whether the following statements are true or false: 
      (1) When there are diminishing returns to a factor total product always decreases . 
      (2) Total product will increase only when marginal product increases.                             4 

            Q11. Explain the assumptions on which a Production Possibility curve is based.   4 
Q12. Which technology of production would you prefer in rural India, ‘labour intensive’,              

which would curtail the problem of unemployment to a certain extent or ‘capital intensive’,              
which is highly productive.  4 
Q13. Define a budget line . When will it shift to the left?  4 
Q14. What happens to the demand for a good when consumer’s income changes? Explain using               
diagrams.  4 
Q15. Complete the following table.  4 
 

Price Output Total Revenue Marginal Revenue 
7 

…. 
…. 
1 

…. 
2 
3 

…. 

7 
10 
…. 
…. 

…. 
…. 
-1 
-5 

 
Q16. (a) Explain the effect of proportion of income spent on a good on its price elasticity of                  

demand. Use suitable examples. 
(b)A consumer buys 14 units of a good at the price of Rs. 8 per unit. At a price of Rs. 7 per                        

unit, he spends Rs.98 on the good. Calculate price elasticity of demand by percentage              
method. Comment on the shape of demand curve based on this information.             (3+3=6) 
 

Q17 Explain the conditions of consumer’s equilibrium in case of (i) single commodity and (ii)               
two commodities. Use utility approach.            6 

Or 
   How is price elasticity affected by : 
      (i) Number of substitutes available for the good.  
      (ii) Nature of the good. 
 

Part B – Macro Economic Theory 
 
Q18. Answer the following in a single line. 
        1. Define imputed interest. 
        2. GDPmp = NDPfc + ---------+ ----------. 
        3. Give an example of a Govt. receipt that increases liabilities of the govt. 
        4. Give an example of a commodity that is intermediate through the year and final at the                
end of the year. 
        5. Define Indirect Taxes.                   (1x5=5) 
 
Q19. How can the problem of under estimating National income be avoided?    3 
Q20. Distinguish between Net Exports and Net Factor Income from Abroad.    3  



Q21. Explain the difference between the real and money flow using a two sector model of the                 
economy.  

or  
Distinguish between gross domestic product at factor cost and net domestic product at market              
price.    3 
Q22. What is the significance of Fiscal Deficit? If Primary deficit is zero then will it be good                  
for the economy?                3 
Q23. Calculate Net Value Added at factor cost by firm A . 
                                                                                                                (in Rs  lakhs) 
   1. Sales  to firm X                                                                                  400 
   2. Purchases of raw materials from B                                                       100 
   3. Imports of raw materials                                                                     100 
   4. Imports of machinery                                                                           80 
   5. Depreciation                    45    3 
 
 
Q24 .  Calculate NNP at market price using Income and Expenditure method. 

 
(in Rs  crores) 

1. Compensation of employees                                                           13363 
2. Government final consumption expenditure    3801 
3. Indirect taxes                                                                                 3864 
4. Gross fixed capital formation                                                           6305 
5. Mixed income of self employed                                                      16112 
6. Rent, interest , profits                                                                     5044 
7. Changes in inventory                                                                      1039 
8. Exports of goods & services                                                           1771 
9. Imports of goods & services                                                           1816 
10. Private final consumption expenditure                                             29163 
11. Net factor income from abroad                                                      (-)284 
12. Subsidies                                                                                        337 
13. Depreciation                                                                                  2217              (6) 
 


