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(c) Explain whj correlation does not always imply
causation. Identify cause and effect relationship
(if any) in the following cases :

(i) Drought and rise in price of rice.

(ii) Female education and lower fertilitv rate.

(6)
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(a) Explain the prificiples of economics. (6)

(b) Your total benefits from consuming different

quantities of burger each week are shown in the

following table.

Burgers (per week) Total benefit (( €quivalenll Marginal BEnefit

0 0 x
150

2 250
320

4 370

5 400

6 420

(i) Complete the marginal benefit column.

(l)

(ii) The price of one burger is {50. Use the

Principle of Optimization at the Margin to

find the optimal number of burgers to

con su me each week. (2)

(iii) Will your answer for (ii) romain same if
you use optimization by levels principle?

Explain. (1)

(iv) If the prize of burger rises to t70 then

find the new optimal number of burgers to

consume each week. (2)

15

rc(Q) : 300 + 0.2 Q' ' MC(Q) = 0.3 Q

(i) w,tr fr *ffi qRs-ff arrrd + fts {ffsitr
ftftsr

(il) rerm (q) * rronr qt i q{ uu d
sk6ffi 6'A * fts sflIkd Etffr

(iiil v.{ ERr frs rrv anr fr rrqil qt qR qa anr

ftl B{ft6d{ si+ sre cfuM 6T vf,Ird{ trtttI

. ir a'q1 q,{ 6r{ 6"c<r qlt lrirt qt qe d
VKft?

(a) Draw graphs for each of the following cases and

explain the final effect on equilibrium quantity and

price for cars in the perfectly competitive market.

(i) High interest rate on car loans. (2)

(ii) Simultaneous increase in income of ihe

consumers and a restriction on.the inflow

of foreign labor employed in the car

industry. Q)

(iii) Expectation that cars will become cheaper

next year. Q)

(b) Differentiate between private, public and club

good. Give examples. (6)
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(b) What do you 'mean by a game of strategy? Give

some examples. (6)

(c) The price of a good in a perfectly competitive

market is {50. A producer has the following total

cost and marginal cost functions.

TC(Q) = 300 + 0.2 Q2 MC(Q) : 0.3 Q

(i) Write the equation for the firms average

va'riable cost. (1)

(ii) Compute the output (Q) that the firm will
produce to maximize Profit. (l)

(iii) Calculate the profit made by the firm if it
produces the p(ofit maximizing quantity.

Will the firm continue to operate or will it
shut down? g)

(sr) *q c+c flr l? ft-+ qRtuM i ds qiq frqrd A

drsrn ?

(E) {urfth + Aa + q-fi 6'qI HI-o{ i? EB Ydlrtrl

ffFqr

ft) $ rm$ srqn t c6 aq d frrt {50 *r v*,

ffiil A ffifr6 Ed arr6 *( fu( f,FIit r61Fr

*r

(c) Write a short note on Opportunity Cost. You loan

a friend t10,000, and at the end of 1 year she

writes you a check for t10,000 to pay off this

loan. Il'the annual interest rate on your savings

account is 6 percent, what was your opportunity

cost of making this loan? (6)

(ir) otnra * Md d qrqr dfrqt

(e) l.**, rma ffirrl-ffirrl qrdr { q.t( qT} + fiqd A+

qr& Ed aI,{ frq ilR6r t s$q qq *r

Total henefit ivslen

3007

6

3

B

2
3

4
5

)
0
r50
2.50
1rn

3'.10

400
420

(i) ffi qs oi'"m * gn ott
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3qfr{ qtl

Marginal Benefil
x0
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(iii) qE ffT RR ft-drfr Enr sIqilT 6r Bc+{ ot+
* n) cur (ii) * frs f,Frirr wR qqm rtmi
sq dfrvr

(ir) cE qft cr zgcr irfim 70 wi * ur<r t, <}

r*o c.trr 3cq)rr ql+ + frs Ef( d r{
fq<q t@r am d&qr

(r) u-+m anrc vt qfrR M ftRqr ilc vs.ft{ hf
{ro,ooo rnr aq tt l, *t r c{ * rd i qE flq6}
g{ zq :6r $rdrr 6r;r r+ mg Ro,ooo ql im Fr€{t .

*r qR flc+ c+d €I* q( qrffiq' qrq < e cfr{ril
*, i rs EUr 6l fl+ d srqd iffigt mrrc qr ff? -

(a) There was a severe drought in Madhya pradesh

that damaged wheat crop last year. The price of
wheat doubled in the first three months of this
year-

(i) Explain the increase in wheat prices using
supply and demand diagram. (3)

(ii) How will this drought affect the equilibrium
price and quantity of bread? Draw a supply
and demand diagram for the bread market
to explain your answer. (3)

13

(s) ffi frfrs Etq * frs il{t *t crrr r{pt E€ ysR

*:

Price (t) Demsnd
20 100 0
30 90 0
40 80

60 60

0

20
70 50
80 40 40
90 30 50
t00 60
1r0
t20

10 70
0 80

50 't0 t0

l0

(i) iltn ffis ft qm qron f ltdd{ *qd d(
qfurur aqr qa irErlo c<rwr

(ii) qqn As uri srt cs qRq|q, 3qART ffiltq,
3iqr{s' il&ic iltr ts t( fir S rrum qi,
qF 1iq ra floo rn QqRfl frqr rrq *r urq

frr
.(q) vro sk qrdr * {-q qrqn rroq fr qrqr qlr qr

qrr+r * frs cq, ff cqq { rwr *t w-or i gun
q.ccT (q{ l?

(a) What is the Coase Theorem? Under what
conditions will the Coase Theorem break down?

(6)

P.T.O.
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Pdce ({)
20

Demand Supply
100

90
80

0
30 0

0
50 70 l0
60 60 20
70 50

40 40
30 50
20 60
10 70

0 80

30
80

90
100

0
120

(i) Draw the graph and state the equilibrium

price and quantity and the total surplus in

the glass market. (2)

(ii) Calculate the new quatrtity that will be

traded, consumer surplus, producer surplus,

and dead weight loss if a price floor is set

at t100. Draw graph. (4)

(c) Explain the trade-off between equity and

efficiency. Is it possible for the government to

improve equity and efficiency at the same time?

(6)

(r) wor< c) Rrcr vr cFr& ?} d qrs{cs-dr al *? w
TrE d <u[{dr t ffrqr qqR c( ffi& t cqs d
c{t{sr

(b) What is an indifference cdrve? Can two

indifference curves intersect? Explain your answer.

(6)

(c) Consider a perfectly competitive market for a good

has reached its long-run equilibrium. At equilibrium,

what is the economic profit for each firm? Can

the individual firms produce at minimum average

total cost and make maximum economic prbfits?

Explain using graph. (6)

(u) M <n ra ctrr } Aqur qm cp qr, m i(A
s"cc wk * rr{ ffr E{ c'{ + c6e fi-{cfi-n + t(
* era alg* fr ryl

(i) w$ fr qrrr nt€ Er 3q+Ir mt gq nE fr
ffcdf t Efr d qrer qtr

(ii) qE {tar fu * R-EG-{ frq-d ft qRcM d +*
nqrkd qtr? sq*vs< d qrsr 6,dtg tg

srqR * fts sr$ qk qm stq q-{qr

(c) \$ v<rft{fl {fi wI *? wr A v<rfi-{dr {fi vffi€
fi q6'fi ti ifltr{r Yfr{ RE Erfusl
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(s) frre 
"q 

+ fru ro pt ffiwfi qrdn qr hqr qt
d qc+ 4ffi6 rEa-c cr rgs lrqr ir vgn-< w,

n-+6 q,'{ + Rs ilffi am mr *? Hr $iFr-stlrrT

ud amr *w aa arqir qr BftrdEr fi qo.fr I rk
ffi6nq Blrffiq irlrl 6.n {6& *? urq d q-armr t
IFEIrTqI

(a) Why is the long run supply curve.horizontal?
Explain using graph. (6)

(b) What is tax incidence? Draw a graph to show tax .

incidence if the demand is more elastic than the

supply for a good? (6) -

(c) The following table shows Priya and Sonia's total
expenditure on chocolates

Totil Expcnditur€ (p€r nonth)
on chocolates

Price ({)

(i) Use the mid-point formula to calculate the

price elasticity of demand for both Priya

and Sonia when the price of chocolate
increases from 40 to 50 rupees. (3)

11

(rr) q{oT * qrt +€ ffi *<.ffi+ w €{ tr+ + Rc

r00o aqt *r rr< flfrg +€ q6- 6r.f6r {00 I st
iir+td rn {g (2oo * r

(i) qsc Erer-dr 16r Sd{ str Fnq otr

(ii) ce ffid d d{n l5o (6 FR mq A qrre

crq-dr + *i qre cR{dq fur

(iii) Ttrc qrErfl + cft{dTfu fr +€ fro 6
ffqn t}g* * vr* c{ *rnr

iv) rF vrd BWr {6fr{ 2ooo nq} A vrfr * R}

Ttre d qrqdr i n+ sA cfr+f{ 6} qd(r

(u) wr E{ srq fr ffic leqfr sT fuftur o.t qo.+

*? sct s-fr{ d qrer dfrsr

(a) Why does the government need to subsidize

education? Show the effect of a subsidy on the

education market using a graph. (6)

(b) Suppose the supply and demand schedules for glass

are as follows:

6 3007

a

3

5

Priya $onia

50 900 500

40 800 600

P.T.O.
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rc frrl q i-C v-drh * frs zoo i<t qql+ 6 qq'

E-cr* + frs 25e qvM A 5-dr+ 6 qrarl.s-dr Br

frq drk6r <{Fe t fr flfrsr *( rrq Rs rs qA

i- ffi ter efu oto w qrq qt v+t *:

(i) srRfl *t rre * frq l-flrc{ sqrfiI q* q{Er

(ii) snfran d v{ +€{ q<rt fr s{fi trt kT -FIt

*t

(iii) @r srRrrr ft nq ffi cs qrt fr r.qc 6A
+ flqrfud a ffifr *? qR Er, + v+* qrqn

fr nit qqr +ft stBs?

(e) 'qrm qqEt ,rc qrsR * s-Em-{ d ++ nqrkd

qrft *? qr rffi q+tc cs$ + qH i *? 6tq
tr

(ii) Explain why Prila woqld spend more on

chocolates, while Sonia would spend less

when the price of Chocolate increases.

(3)

(a) ffir ffi a-r frft-w w} *tr *? urq'd {6rrdr

t qq-srcsr

(s) 6lnrn *, 17 ffi ss( d qr$ * Ertt { rm
d skq' +fiR A+ rR q{Flttr M + frs {6 um'

{flqr

(v) ff< uRm ffie qt ffqr qt{ *frat * 5a ar< d
?ul'ft t

Total Expenditure (per month)
on chocolates

Price ({) Priya Sonia

50

40 800 600

(i) rffi{ fr ffc( 40 t so rq+ il6'qa-i c{ ffqr

d{ Afur ffi d ci{r * fr{d Ar fr rrunr

6A + fts rq-fi'E qr or ot*rr dfrvt
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Hou$ spsrt AIisha
(Poster)

Alisha
(Calls)

Raj
(Posteo

R8j
(Calls)

2 5 5 2

2 4 l0 10 4

3 6 l5 15 6

4 8 20 20 8

5 l0 25 25 l0

3007

(ii) r{flEs fr ffqr ;ffie v< s{tu*.rc-{ d 6tft,
. Hsfr ffid* ffqtqatqt*Rqrqcrq{

otrftr 
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4 (a) Alisha and Raj ate both students working for the

college fest. Alisha and Raj can only work for 5

hours a day. The college President informs them

that they need to create 200 posters for display

and call 250 companies for raising funds in next

l0 days. The following table shows how many

posters and calts Alisha and Raj can work on in
a given number of hours :

Hours spelt Alisha
(Poster)

Alisha
(Calls)

P.aj

(Poster)
P€j
(Call0

I 5 5 2

2 4 l0 t0

6 t5 l5 6

4 8 20 20 8

5 l0 25 25 10

(i) Create a production possibilities curve for
Alisha and Raj. (2)

(b) How does a minimr)m wage affect the labour

market equilibrium'/ Are economists in favour of
minimum wage? Give reasons. (6)

(c) Varun has 1000 rupees to spend on Cold drink

and Popcorn. Suppose the prize of Cold drink is
tl00 and price of popcorn is {200. (6)

(iii) Show the change in the budget constraint
that would occur if the price of cold drink
doubled.

(iv) Show the change in the budget ionstraint
that would occur if his income increased

to { 2 000.

(v) Can we determine Varun's final
consumption? Explain your answer.

4

(ii) What is Alisha's opportunity
creating one posl e r?

cost of
(2)

(iii) Can both Alisha and Raj benefit from
helping each otherl If so, what should be

their terms of trade? (2)

P.T.O

I
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(i) Construct and draw the budget constraint.

(ii) Show the change in the budget constraint
that would occur if price of popcorn
dropped to ? 150.

(er) aftm *t rre ffi 6ieq +€ t fts qrc qi+ sr+

ore *r infrm *r rre Fq + *q-d s Q ff qrq qt
q-si+ +r 6Y*fl * slrq + l-e qR-d frqr fr inr&
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