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(a) Distinguish between a movement along the demand

curve and a shift of the demand curve. Explain

the causes of each with suitable diagrams.

(e)

(b) Define cross elasticity of demand. The demand

for good X changes in response to a change in the

price of good Y, as shown below: (9)

Price of Y ({) Quantity Demanded of X

20 50

25 60

Calculate the cross elasticity of demand between

X and Y. Are the goods X and Y substitutes or

complements?
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(a) What is price floor? Discuss how imposing a

price floor above the equilibrium price affects

market outcomes. Use a diagram to support your

explanation. (9)

(b) Explain the concept of an indifference curve,

including its definition and key properties usiug a

suitable diagram. (9)

(a) Why does the labour supply curve bend backward

at higher wage levels? Discuss the role of the

substitution effect and the income effect in

determining the labour supply decisions ofworkers.

(e)

(b) Discuss the interrelationship of short-run cost

curves-Total Cost, Average Cost, Average

Fixed Cost, Average Variable Cost, and Marginal

Cost. How do they reflect the law of variable

'proportions. (9)
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4 (a) Discuss the meaning of isoquant and iso-cost line.

How does their interaction help in determining the

optimum combination of inputs for a producer?

(e)

(b) Discuss the long-run average cost curve. With

the lrelp of a diagram, explain how economies and

diseconomies of scale influence its shape. (9)

(a) Explain the main features of perfect competition.

With the help of a diagram, discuss the short-run

equilibrium of a firm under perfect competition.

(e)

(b) Explain the shape of indifference curves for

perfect substitutes and perfect complements.

Illustrate each with an example and justify why

they fall into these categories. (9)

(a) Why are firms in a perfectly competitive

market unable to earn supernormal profits or incur

losses in the long run? Explain with the help of a

diagram. (9)

(b) A firm produces output using a single variable

input. The following table shows the units of

input employed and the corresponding total product

(rP) : (9)

Units of Labor (L) Total Product (TP)

I 5

2 t2

., l8

4 22

5 21

Calculate the Average Product (AP) and Marginal

Product (MP) for each unit of labour. Plot the

TP, AP, and MP curves on a diagram. Identify

the unit of labour at which AP is maximum and

the unit at which MP becomes zero.
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