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i (c) Explain why 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) Fefnale education and lower fertility rate.
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g (a) Explain the principles 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 (% equivalent) | Marginal Benefit

0 X

130

250

320

370

| Blwicn —~lo

400

(i)

(ii)

(iii)

(iv)

Complete the marginal benefit column.

(1

The price of one burger is ¥50. Use the

Principle of Optimization at the Margin to.

find the optimal number of burgers to

consume each week. (2)

Will your answer for (ii) remain same if

you use optimization by levels principle?

Explain. (1)

If the prize of burger rises to I70 then
find the new optimal number of burgers to

consume each week. 2)
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TC(Q) .= 300 + 02Q? ° MCQ) = 0.3Q
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7. (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. 12)

(ii) Simultaneous increase in inéomc_ of the
- consumers and a restriction on.the inflow
of foreign labor employed in the car
industry. a2y

(ili) Expectation that cars will become cheaper
next year. L A2)

(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 + 02Q> MC(Q) = 0.3Q

(i) Write the equation for the firms average

variable cost. (1)

(i) Compute the output (Q) that the firm will -

produce to maximize profit. (1)

(iii) Calculate the profit made by the firm if it
pro'duces the profit maximizing quantity.
Will the firm continue to operate or will it
shut down? _ (4)
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(c) Write a short note on Op;()ortunify Cost. You loan
a friend 10,000, and at the end of 1 year she
writes you a check for ¥10,000 to pay off this
loan. If the annual interest rate on your savings
account is 6 percent, what was your opportunity

cost of making this loan? (6)
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Burgers (per week) | Total benefit (Z equivalent) | Marginal Benefit
0 0 X
1 150
2 250
57 320
4 370
s 400
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2. (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 USil.’lg'
supply and demand diagram. (3)

(i) 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)

3007 13
(@) #= AR ww & g gl sk T woh @ wER

¥
[ Price (3) | Demand | Supply
120 AL IO 0
[30 190 [0
|40 80 |0
ks L 70 10
60 60 20 |
70 50 30
80 40 40
90 30 50
100 20 60
(110 10 70
| 120 | 0 80

(i) W% @ife R Fa Tor ¥ GG FEa AR
aRamT o e SR g '

(i) =mR fFg FM @ A 9l Iesiear st
JEeE R AR I} AT diw W A W,
af? e 99 100 W Fuika fea w2 ww
ECiiped

(9) wWE AR e B €9 AR GH @ A WY
m%ﬁ?wﬁm%maﬂtmiw
w49 27

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

(6)
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Price@ | Demand Supply
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(i) Draw the graph and state the equilibrium
price and quantity and the total surplus in
the glass market. (2)

(ii) Calculate the new quantity that will be
traded, consumer surplus, producer surplus,
and dead weight loss if a price floor is set
at ¥100. 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)
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(b) What is an indifference curve? 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 ihdividual firms produce at minimum average
total cost and make maximum economic profits?

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

- Explain using graph.

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

(6)

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

Total Expenditure (per month)
on chocolates
| Price ® Priya Sonia
50 900 500
40 800 600

(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)
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5. (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:
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Hours spent | Alisha Alisha Raj Raj
(Poster) (Calls) (Poster) | (Calls)
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3 8 20 20 8
¥ 10 25. 25 10 ‘
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(iij Explain why Priya would spend more on

chocolates, while Sonia would spend less

when the price of Chocolate increases.

: V)
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T 2
Total Expenditure (per month)
on chocolates
Price () Priya Sonia
50 900 500
|40 800 7600
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4. (a) A]is_ha_anq Raj are both students working for the
ccollege 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
10 days. The following table shows how many
pos'ters and calls Alisha and Raj can work on in

a given number of hours :

Hours spent Alisha Alisha Raj Raj
(Poster) (Calls) (Poster) | (Calls)

1 2 5 5 2

2 g 10 10 4

3 6 15 15 6

4 8 20 20 8

5 10 25 25 10

(i) Create a production possibilli'ties curve for
Alisha and Raj. : (2)

(i) What is Alisha’s opportunity cost of

creating one poster? ' S 2.y
(iii) Can both Alisha and Raj benefit from
helping each other? If so, what should be
their terms of trade? (2)

oo 9

(b) How does a minimim wage affect the labour
market equilibrium? Are economists in favour of

minimum wage? Give reasons. (6)

(¢) Varun has 1000 rupées to spend on Cold drink
and Popcorn. Suppose the prize of Cold drink is -
%100 and price of popcorn is %200. (6)

(1) Construct and draw the budget constraint.

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

(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 constraint
that would occur if his income increased
to 32000.

(v) Can we determine Varun’s final

consumption? Explain your answer.
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