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11. Explain why in the short run equilibrium of the

perfectly competitive firm price is equal to marginal

cost, while in the long run equilibrium price is equal

to marginal cost as well as average cost. (6)

12. Why do the average and marginal revenue curves fbr

a tirm in a competitive market horizontal? (6)
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13. Why do firms enter an industry when they knotv that

in the long run economic profit will be zero? (6)
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SECTION A

Attempt any two questions

1 . Answer the following questions :

(a) Explain the effect of an imposition of a tax on

manufacturers of drugs using demand-supply

diagram on the price and quantity traded of the

illegal drugs market. (6)
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sE! x 6r w<r+r u'd qrft yif' vfrstff q{ trt &qR 6tr

{+ A ri irfrqr t, rFC, rvc, AFC, AVC, AC *{
MC rfr ry-a 6{q

qE sq x tqor qrfiR {s 40 wt *, tr wt tn{ d ffi
ill'{r i6T vFnrFr qm qrRs? qrqt d&tr .

Quantity (Q) Total Cost (TC)
0 80
I 100

ll0
3 t32
4 160

5 210
6 270

SECTION D

Attempt any three questions.

10. Under what conditions will a firm shut down

temporarily? Explain. (6)
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ffifud c{i} * vfi A&s:

(w) ffi * cRE-d qt( m fr lM * ft er fru

*? tqnnt- fr qwmr t qcaEsr

(a) rn frfrv fr qo q{ s} qFrd m (L) uk tS (K)

6rvlftrr.,d ro 1ftc inecge (r) orr*rc<o'rft

lr vs s'{ ffiR-d s.rrFr r6iFr c-< rff i, t}

q*erq s-fr ir,r (fi-6'<oT Ama fi&v:

(i) v = ;i.6-

(iDY=i00L+50K

Consider a competitive firm producing Good X. From

the table given below. calculate TFC. TVC. AFC,

AVC, AC, and MC.

If the market price of Good X pen is Rs.40,

should the firm be producing any quantity? Explain.

(12)

(b) Explain why the Production Possibility Curve

(PPC) is bowed outward (concave to the origin).

What will be the shape ol the PPC if the

opportunity cost of Good Y in terms of Good X is

constant? (6)

ffifr( cri i sft Afrsr

(r) riq zar* * <rqr { 6rt-{R 6 *{d iflt{ crdr rr

cFr-ff[ffi i[t€ sr sc*{ ttt Ev e<r* + ffiflrfr

ct 6( dr[+ * cqra * qrer qtr

fi) rranv ft'rsr<q qqrfir <-r (PPC) arr{ d tk
d gor Esr * ({d fr ft r&<)r ffi eq x *
tr { sq Y qt utRR Errrd fu{ I * ppc m

gron wr *rr?

2. Answer the following questions:

(a) Does a price ceiling fixed by the government

always change the market outcome? Give reasons

for your answer. (6)
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(b) Consider the following demand and supply

equations, where Q, is the quantity supplied, Q, is

the quantity demanded and P is the price of the

commodity:

Q.:2P-100

Q, = zoo P

(i) Solve for the equilibrium quantity and price.

(ii) Suppose a tax of Rs. l5 per unit is imposed

on buyers, making the new demand curve

as: Q, - 200 - (P t l5). Calculale the tax

revenue earned by the government.

(3+3)

ffifut c{i * Tili Afus,

(sr) ar irc.6n Em ftdRo 1u frqr Et.{n qrdt * cfom

d €dft *? sc+ sin + 6riur ailgl

(a) fr*rRtur ctr ft il1ftl qffi q( hR 61, s6r

a. sr$ fr qrar *, QD rr.r d rrt qnr * uk p

rg 6 6rrr t:
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(e) srFt+' drq qti +ff fltt + ftq rrtr qtq v sqr

* ft Bl? cq' s'{ + sfiFt, ft ier <u 6 rror;n

qi qR tme roo,ooo wil * fik E{* qt arrr& qr

lqilFr 30,000 wt *r mEo q} um ct I rq6{ q{

to,ooo tq+ d qt qq rff * w}h' crfr6 €q s.{

6 t€qd 6r rtr tr

8. Answer the following questions:

(a) What is the relationship between returns to scale

and economies of scale? Explain with the help of

diagram(s). (6)

(b) Suppose a firm produces l0 units of output (Y)

using two inputs Labour (L) and Capital (K).

Derive the equation of isoquant when the firm is

having following production lunctions : (3r 2-6)

4

I

11
(i) v = p2.11:

(iD Y: l00L + 50K
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using two inputs Labour (L) and Capital (K).

Suppose the price of capital increases. Illustrate

the change in least cost combination of L and K

using isocost and isoquant diagram. (6)

(b) Distinguish between economic profit and

accounting profits. Which is higher and why?

Calculate economic and accounting profit of a firm

if revenue is Rs. i00,000 and alt its costs being

paid are Rs.30,000. Firm is saving Rs. 10,000 by

not hiring a manager as the owner herself is looking

after the firm. (6)

ffifuc c$i d sfr{ ABs:

(w) i urrrc xt (L) nk {S (K) 61 3qch e-d gs

Y A roo r+rgA w vflr<q q,l+ sr& v6 s'{ c(

fun otr {rt des {ff fr frrd aq ur& *r qrcrrrr

*rqqsere wkeqrsqfur6{A L *( g$qrrr
aIIr{ (+tr{ + cRrfr d waRr
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Q.:2P-100

QD=2oo-P

(i) s-g-d-{ rTer *{ *{-d * fts Ed 6ir

(ii) cFr ARs ffi c( rs rA 6r ur nR {+c

tI{r.rT tlrfl t, frt(t rd crrr s5' q,{& *:

QD = 200 - (P + 15) | II{lE',R ERr qfrtd 6(

rltrFr 6 wm frfrgr

3. Answer the following questions:

(a) Calculate cross price elasticity of demand between

the following pairs of goods and examine how the

goods are relatcd in each case, when the price of

Gcl pen changcs lrom Rs.5 to Rs.2:

(i) Gel pen and Ball point pen

(6)

t2

l

(ii) Gel pen and Refill Ink
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ffifur c{+ t irfr{ A&s:

aq* * ffitur G A {q rf.r 6 li'( ff{rd *q
d :rqqr cil tt{ vi+ fr r+q, qrc& d {mq +t
ffid t, q{ +{ t{ d fr{d s rct t 2 dqt I
qsa wft t:

(i) +d i-{ *( dfrsric q;r

(ii) +d +{ ${ fifr-€ Eo.

Oood Pric€ per uoit Good Qumtiry
Initial Pricc 

-
New Pricc lnitial

Qulnlily

Ccl Pen 5 2
Ball Poirt

Pen
t0

Ocl Pen 5 7 Rcfill Ink t0 t5

(b) It is observed that at the existing equilibrium

demand is highly inelastic while the supply is highly

elastic. If the buyers have to pay a tax of Rs. T

for each unit they buy, who will bear the higher

burden of tax: buyer or seller? Explain why.

(6)
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(c) cft ft {e o( ift{ + stuffi d <rf} + ftv qo
qqqn qr ffigr

(q) Tfr{ * frs cf{ *r $ d wEkd qq-e arr dfrq,
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(t) ua rrr dRv, s+ !q+ fr Bri-1fr ffi tr zoo. rffq

+ q.k flt{ ftar- + qw *t eEtfr, vc su sq+
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SECTION C

Attempl any two questions

7 . Answer the following questions :

(a) Consider a firm producing 100 units of Good Y

6
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(d) Find the equilibrium consumption of burger and

. movie for Naveen, when he spends his entire

rncome.

(e) Now suppose, he gets a scholarship of Rs.200:

How would Naveen's consumption of burgers and

movies changje, when he spends his entire income?

(f) Continuing with Part (d), now suppose the price

of burger falls to Rs. 20. How would Naveen's

consumption of burgers and movies change? Will

he be spending his entire income?

(l+1+1+2+3+4)

a-ftr, q+.qi'*o en * qrs sS q'.tt + frs \16'qqra +

600\. *r s€ s{ tt +{ fr-fr H vrar I + E+str a q{ft

qts 6r orcr il crft fr ff{d so dc} *t {ft t-+,a fr
*ra roo wt +r ffifr{d v{i- + sfl{ t '

(ir) {A-{ * qsre vffii d iIRR-{d d&sl

(e) m er Hril 6t fr{ vt Tfr ft-{-c + fts flt( tnl EtTtIR

frqr vr t-oar l?
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6 +€r rcr * ft +Wr wgil{ vt qtl irflDt' *{€R

+u-{R- sqffi lrefrt'at+sn*r irR€ffi* T rqt

6r s"( t{r g, y$o E6r€ + frc t rei6t i, 6(

q'r aEo'ct{ *t qrq 6trtt: qterc sr B*'dr? {csEs

dr

SECTION B

Altempt any two questions

' i 4. Answer the following questions :

(a) Consider a consumei consuming two goods X and

Y. where X is an inferior good for him. Suppose

the price of Good X rises. What would be the

effect of this change on the consumption of Good

Y. Illustrate with the help of diagram(s). (8)

(b) Eiplain what would be the shape of the

.indifference curves when marginal rate of

substitution between two goods is zero. (4)
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kd yri * sst fr&s:

(sr) w Bq*ftr vt ft-qR qt * n <q* x efu y qr

sq*.r 6-ror *, u-sf x s{+ frq h<tn <q *r rm

dfrs ft qE x fr fiqa qa urft *r sff qMq o'r

Y qq d w*q qt wr yqrs qtrnr trerr*n- q1

q-6rqdr t v{flr{sr

(e) qr@r qt fr cE n qES + fr nfrerrv,{ fr ffd
Ei rtor +fr * + irqrfi-rdr triF 6r qFFR wr *rnr

5. Answer the following questions:

(a) Using indifference curves analysis, explain the

labour-leisure choice of an individual when the

wages change, and the resulting shape of the

labour supply curve. (8)

(b) A consumer spends his entire income on buttermilk

and biscuits. Can both be inferior goods at the

same time? Explain. (4)

9

(ir) v*rft.+n ffi F{esq 6r sc+.r ali Ev, r-f(t +

qftq-{qA+rnffiqfud 2m-w{6Erc{E B*( m

ffi a-* + cRrtrft ilr.FR d qrqr qir

(e) Ro. sq+fir irrft $ e,lr€ am ft ftqr w w{
or *qr *r wr ++ sa' t q{c + ftfq sqq A r.o'ff

i? qrqr otr

Naveen, a college student has Rs. 600 a week to

spend. Whenever he goes to watch a movie, he always

buys two burgers. The price of the burger is Rs. 50

and the price of a movie ticket is Rs 100. Answer the

following questions :

(a) Draw Naveen's budg€t constraint.

(b) Find the rate at which burger can be traded for a

Movie ticket?

(c) Draw few inditTerence curves for Naveen showing

his preferences over burger and movie.
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