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5. . Use of simple calculator is allowed.
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(¢) How business economics differs from micro and

macro economics. How it serves the need of

individual businesses. (6+3)

(d) Explain the role of price elasticity of supply in

business decisions and strategies. (9)

(a) Explain the derivation process of Engel’s Curve
from ICC for Necessity goods, Inferior goods and

luxury goods. (3+3+3)

(b) Ram divides his income in consumption and
savings, what will be the impact of increase in
rate of interest on his savings? Explain with the

help of income and substitution effect. (3+6)
OR

(c¢) Explain managerial implication of Income and

substitution effects in business decision. (9

(d) What is Indifference Curve? explain its properties.
How does understanding consumer equilibrium
through Indifference Curve and Budget Line
analysis help businesses in pricing and product

positioning strategies? 2+3+4
£ g
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(a) Show that the long run average cost (LRAC) curve
of a firm is the lower envelop of short run average
cost (SRAC) curves. Why does the LRAC curve

" doesn’t touch the minimum point of all the SRAC

Curves? (5+4)

(b) Explain law of variable proportion? Does it hold

true in real business life. Explain. (7+2)

OR

(c) What are the properties of Isoquants? Discuss
the possible shapes, which the isoquant may
assume depending on the degree of substitutability.

(4+5)

(d) Derive traditional LAC curve from short run
average cost curves and explain their relationship.

Why is it known as planning curve? (7+2)

(a) Explain different type of Price discrimination(

possible under monopolist competition. (3+3+3)

(b) Perfect competition leads to optimum size of the
firm. Discuss. Do you agree that a competitive
firm provides an effective service in helping the
allocation of resources consistency with consumers
preferences and with interest of resource owners?

(3+6)
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OR
(c) Discuss the-long run equilibrium of the monopolist.

Will the monopolist earn only normal profits in the

long run? (5+4)

(d) What is collusive oligopoly? Describe cartel as a
form of collusion. Explain determination of price

and output under cartel. (3+3+3)

Explain any three of the following :
(i) Prisoner’s ailemma

(ii) Peak load pricing

(iii) Rent control

(iv) Kinked Demand Curve

(v) Excess capacity (6+6+6)
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