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1. (a) Discuss how rent control affects the housing
market in both the short run and the long run.
Support your answer with a demand and supply
diagram showing the difference between short-

run and long-run effects. (6)

(b) Discuss why government intervention is sometimes
required to improve market outcomes. (6)

(¢) With the help of a diagram, differentiate between
a shift in the supply curve and movement along
the supply curve. Explain with the help of an
example. (6)
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2. (a) With the help of a suitable diagram, explain the
decomposition of price effect into substitution
effect and income effect for an inferior good.

9)

(b) What is the income consumption curve? Draw
indifference curve diagrams showing the income
consumption curve in the case of (a) a normal

good, (b) an inferior good. (9)

3. (a) Explain the relationship between Total Product
(TP), Average Product (AP) and Marginal
Product (MP). What are the shapes of these

curves? ()]

(b) The following table gives the total cost schedule
of a firm. Calculate the Total variable cost (TVC),
Total Fixed Cost (TFC), Average variable cost
(AVC), Average Fixed Cost (AFC), Average cost
(AC) and Marginal cost (MC). 9)
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5. (a) Discuss the difference between the Law of

Unit of | Total Variable Proportions and the Law of Returns to
Output | Cost TVC [TFC [ AVC [AFCMC | AC Scale in terms of their time period, number of
0 10 variable factors, behaviour of output, and
1 30 applicability. Support your answer with suitable
examples and diagrams. (9)
2 45
(b) Discuss how the price elasticity of demand and
g 53 supply determines the incidence (burden) of
4 7 70 taxation on consumers and producers. Illustrate
your answer with diagrams showing the distribution
. 0 of the tax burden. (9)
6 120
6. Write short notes on any three : (6+6+6)
4. (a) Derive a short-run supply curve of the firm (a) Consumer surplus and Producer surplus

operating under perfect competition. Explain why
the short-run supply curve of a firm always slopes e SomupnTis sl Disecanotiies of So s

upward. 9) (¢) Determinants of price elasticity of demand

(b) Why should a perfectly competitive firm continue (d) Circular flow of income

to stay in business even when it earns zero

economic profit (normal profit) in the long run? 1 (%) frmar-fgan (W #9) &1 HEw aeR W AT
Support your answer with suitable economic R Efepter A T WWIE g 27 ‘ffﬂ-—&ll‘}ﬁ %Btlﬂﬂﬂ
reasoning and a diagram showing the long-run FNE N A A FeUHTA AUT Sl B AHIE!
equilibrium of a competitive firm. (9) HR we Fifor) (6)
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