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(a) What do you mean by production possibility frontier ? Explain the attainable and non-
attainable combinations with the help of production possibility frontier. (10)
(b) Define Scarcity, Choice and Incentive. Explain with suitable examples. (8.75)
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2 (a) Graphically explain the concepts of consumer surplus and producer surplus ? (6)

(b) What do you understand by Price floor and Price Ceiling? How the minimum wage affects the
labour markets ? Use Diagrams. (12.75)
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3 (a) The average annual income rises from $25,000 to $38,000, and the quantity of bread

consumed in a year by the average person falls from 30 loaves to 22 loaves. Calculate
income elasticity of bread consumption by Mid - Point method. (8)

(b). Define price elasticity of demand. Explain the midpoint method and Total outlay method
of measuring it with the help of diagram. How do the two methods differ from each other?
(10.75)
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4. Explain the properties of Indifference Curve. Show the separation of price effect into
income effect and substitution effect in case of an inferior goods? (18.75)
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5 (a) Show the relationship between short-run and long run average Cost Curve. (8.75)
(b) Show graphically the relationship between Total Product, Average Product and Marginal
Product. (10)
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6. What is perfect Competitive Market ? Explain how Price and output is determined under
Perfect Competitive Market ? Explain short run and long run analysis with diagrams. (18.75)
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