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(a) Show how the impact ofper unit excise tax depends on

elasticities of dernand and supply.

r<Rfil dfts fu frs ron cfr {Pfc Fn6T gffi 6r
wrq dirr ft $ m ftii q{ tilf( qrf,r tt 7

(b) What is the difference between-

t{&ildfuT d wr siil( t:
(i) Accounting Frofit and Economic Profit

+sr*lor mq +r qrtfo' ilE
(if Walmsian Stability and Marshallim Stabilibr?

sl-dfffi 1qrfr€ *r qdRr{ tqrfuflr
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Nort; :- Answers may be written either in English or in Hind|
but the same medium should be used throughout
the paper.

ffi: tv wrw w wt otlfr q Ffr ffi gq qM
t Affi; dA-{ iltf, satT or qqq w * dqr
EIESI

The paper is divided inlo three Secliow. Questions from' each. Sectiot should be attempted together.

All questions are compulsory.

Marks are indicaled against each queslion.
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l. (a)

o)

(c)

srcnox a (ws u)

If the demand frmction is given by Qo = 70 - l0P: and

supply function.is given by Qs = -200 + 80Px, find

equilib,rium price and quantity.

qfr frlr rmFr QD = 70 - l0P: ofn {fd r5d;T Qs =

-2OO + 80 Px t d rgrr +trc sr qr*r rm
Afrcr s

Calculate cross elasticity of demand between Lemon and 
,

Tea and state the type ofrelationship:

Goods Before After

Price Quantity Price Quantity

Lemon(Z) 10 20 20 15

Tea (X) 20 40 20- 35

ff{ ftr siq S frq qi,r e1 fti( vts a,r cft6-d-{

fr1frs fir d-dq ft1fu{q 6r vdq ffiq'
{€( T6il Erc d

*qil qFII qfrsm qFII

ffq,ra 10 20 20 15

q-q (x) 20 40 20 35 s (

Prove that in the case of two straight line demand curves,

with the same point of origin on the prices axis, at any

given price the elasticity is the same inspite of different

slopes.'

or (w<t)

(a) Derive LAC from short run plant cuwes. Also explain why

LAC curye is flatter than short run cost curves.

erflrsfu {fd rftt fr 66qsq diccr {rq fr
qrqr frfuq fu fus onur LACT,6, erqrqE wrt
s-*T t i[k*, s[Er *dr t I 7'/2

(b) Write short notes on:

FrqftfuE q{ {fuq ftcqM ftfuq:
(i) Fixed Cost vs. Sunk Cost

Rrrr arro s7qftTr{ ffrt
(ii) Private Cost vs. Social Cost

ffi wro varq{rqrfuo f,H-d

(iii) Accounting Cost vs. Economic Cost.

frglq{"r irFkt {,irq wffi-o urq-d t 7%
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4
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(b)

5448

Explain and derive diagrammatically the long run

supply curve of a constant cost industry under perfect

competitive market.

qrsr dftc *{ eridq 6c t ftqr drrrd ts*..T +

T,f efrrrtff qrdr-{ + CItrf,, {qffi $f qm +1

g[< dftvr 7%

Derive the supply curve ofa p.rice taking frm as well as of

the industry in the short run.

+1qd ttsrfrq'{ otrmq fr ererqfutv*q q'rtffi

+m qc< dfrSt 7%
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or (vqq|
(a) What is the difference between expansion path and

isocline? What will be the sbape of isoquant when MRIS

is cmstant and MRTS is zero?

ErRIRqq sIR s{Effffir5{ 6 rllrt iFII skR €? 3lr{ffftre

d srffi f,r rlrft qs rlnrs Rq{ t +{ MRTs {q
ti 7y,

(b) Ibovc thst the slope ofisoquant is equal to the ratio ofMP"

and MP(. Explain why MRIS,. is lilrely to diminish as

moc md more labour is substitutcd for oapital.

k€ dfrs fu q5ffid d are ur,*rur*t
ardcrd A {{rfi tt arrcfi dfqs fu fu's mtq
lvnrso+ qd fr tqr{r t ufi-fi qfrr+,rk*' arq +1

Efr + fut yfuqrfud frar qrfl g, 7%

fus mhc ffr d fitfi tqr d.r +*1* ii;s t, er6T
frrc oftr y{ u{rq {qH kg t mdr t, ff.r$ qird
vr frq {qH Etff t srt d-6 fo;q d1 s

or (emtr)

(a) Differentiate between Cross Elasticity of Demand and

Income Elasticity of Demand with numerical example.

d,r d sn( dt{ sft{ fq +1 enq dq t ot-rr {flIc
dk {fu6 wr6{vr Afrsl s

(b) From the supply schedule given below find price elasticity

of supply for a movement from:

(i) PointAto C

(ii) PointC toAand

(iii) Midway between A and C.

PointsABCD
Prlce6543
Qx 600 550 4s0 300

ftt fi T{$ q-g$ t Xffm fird Htq lrrrtutua
.ft + ftrs sp6 frftq:
(D i+g Atc
(iil k< ct e *r
GrABtrc * {-q dr
ftgABCD
*Td6s43
Qx 600 550 450 300 s

(c) Prove that supply curve given by :

(i) Qsx: 100 Px has unit elasticity

(ii) Qsy = 296 a 100 Py is inelastic.
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Explain the shapes of short-run cost curves. Analyze the

relationship between Avrrage Cost (AC), Average Variable

Cost (AVC) and Margtunl Cost (MC).

ffirEfu Errrd r*i m {rca} +1 qrsr dfrsr *ffil
Hn-f, (AC),qtffi qffi arq-c(rvcl*r *qia m.rr
(r"tc)+ *q {dE 6r ffiqq dfrqt 7%

If rc = (50 + O (90 + Q), where TC = total cost, Q = units

of goods produced, find TFC, AFC, TVC, AVC, AC,

MC.

qE rc = (50 + e (90 + e), qdt Tc = En EmiT, e =
{E fr smRil qftt t, *rrc,arc,rvc,Avc,Ac,
Mcfr} Frfr dfqgr 7%
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tu€ frec tu tld +o:
(i) Qsx= tooPxff {k d-q t
(ii) Qsy = 2oo + 1oo Py erotqrftc t r 5

2. (a) Consumer is better offwith cash subsidy than with excise

subsidy. Explain why grants are always given in the form

of excise subsidy rather than cash subsidy.

scqtffr tmg ffirfir *t s-flq{ sdrqilr + t6ri
qr+cr tr qrsr dfrq lo fr'c anq org<m ute
Ednfir nEFrflr * rcc d Rsr qldr t q F t-q rurmr r

*wdr 7%

(b) 'A Giffen good must be an Inferior good but an Inferior

good need not be a Giffen good." Explain this statern€nt

using the concept ofincome and substitution effect ofprice

ohange.

"i4s-{E€ q'o sPqr {q *ff ilGc v{g qEqr q€
6i Frs-{ E€ €t{r snqr++ rS }y' frrc cM=T +
crq ofu vftsrq-r rqrq d {,5-trrT 6r v-fr.r 6''$ ss
mqq fr qrsr frfuqt 7/z

or (em<r)

(a) Explain, price effect is summation of income effect and

substitution effect in case ofa Normal good.

zqrei dftq fu d{d IIc64 qqpq {€ A +'{ d ertq (

vqrq fi{ cfu{qrr{ raIFI iE'I r{a,tr{ t r 7%

(b) Monica spends her entire income ofRs. 600 on goods X

and Y. The price of good X is Rs. 30.00 and price of good

Y is Rs. 10.00. If she consumes l2X ar.d 24Y, is she in

equilibrium? Show'it diagrammatically.

5448 4 200

it{6r qqff 600 €ct d fft onrffi o1x*t v
aqql c{ .q-d 6( tfr tr <q x* akc ao.oo uo

drr y* sft{f, ro.oo r" t t qR ir6 l2x *{ 24Yfr1

sre 6'{fr t fr zsr 16 fi.qffi d t I gil oflUq cc
+ rqRfd dftqr 7%

Srcron s (urs c)

3. (a) Show that in a linear homogeneoirs Cobb-Douglas

production function X = AL"Kor

c-d$il dfus ffr tfu-6 c-qrftq 6f{-s.trt E{r<{
t5.tr{ X=ALaKE,

(i) Ifall inputs are increased in the same proportion then

output also increases in the same proportion.

qR (fr ftfu qqn oi-Jcrd fr {6r frc fi( *
fufq fr {qr< €rgcrd t vE qrtr tr 3%

(ii) The average and marginal product depends on the input

ratio
K
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ellvt ftt frqi,t wr< frtvr Wq( f * m
6'rdr tt 4

(b) Explain the statement, "If production function exhibits

constant retums to scale, the returns to variable factor will

always be diminishrng. "

${r i5trT +1 asrgr dfrq : "qR gffiqn s-tr{ Rs{{

qrc-ft vftq''-d c-dRfil 6'((r t * qffi 6IC6 vfts-f,
q?-{ Erfrqrt G.n r' 7%
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