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12. Explain how is the short-run supply curve derived for

(a) A Competitive firm

(b) I'hc competitive market

Can this curve be downward sloping? Give reasons.

(6)

{6 qr{rd fr sre- irsfu ar1ffi rm fr-q,rm'R Et r< *tt
+

(q) v+ cRRrff E{

(re) xRmff <ron

wr qE qr6 fr+ d ft Bs'r E€rr * qq-dr ii qnur qorqh

13. Explain the concepts of Economies and Disecbnomies

of scale. (6)

ffi * ffitn ft Fcc-dr d orsqnulrcil fr qrcqr

dfrqr
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Eri A fraF&r

r Eq y:Fr- q'r * Aa+ A scr Rq w ffu1ft6 errq qq orril
iltrqr+ frRsg r

z. cms{t?r<qs* r qrft Eiif q+Eazrcfi sM + |

s. ids sI,a sfu qt*{icl-,rraqi r y-dq cr+t2 siciql
*r

a. <ieet*{tftacr+Ed6ite-Aq.yr<e gdqT *r )

{q yFr-wr 6r rrR er*ff qr E& ffi v6' "* 
I q6q, tfu{

trft vli qr qnqc v+' ff *<r qrGq I

sECrIoN A (<iR ir)
Answer any two out of the three questions

(a) If markets are usually a good way to organize
economic activity, why do we sometimes need
government?

(b) What would be the effect of a price ceiling of (i)
Rs. 150 and (ii) Rs. 80, in a market with th. )
following demand and supply curve

Qd= 1000-5P (Qois quantity demanded and p is
price)

Q.:5P (Q.is quantity supplied)
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sECrroN D (TG q)

Answer any three out of the fotr qucstions

qrt + + Ard'in-{ rsi'8 r.n ffiq,r

10. What is normal profit? Why in the long run, firms in
a perfectly competitive market earn normal profits?

(6)

qrqrq $r @r i? A{-i{q& i, {,til: cRsrff qrdR i s"{
qrqF;q imt d oqrft *?

1

5

11. (i) Does a competitive firm's price equal the

minimum of average total cost in the short-run,
long-run, or both? Explain using a diagram.

(ii) Under what conditions will a firm shut down

temporarily? Explain using a diagram. (3,3)

(i) wr cRetf s{ fr *{d ir€- Brcfu, ffd- reE qr

+n + *{d Ea drrrd + ;qiilq d cncr *fr *?

erfrcs fi sq+rr 6[+ rrrsr{r

(ii) fr-{ qRffi n +{ F{ orer& w + d€ A vrc?t?

srts ct gqftr qi{+ ffi{Eir
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(m) e-a <ntv f6 altd, cM errr srfum-cq c-,A srfr w,'{

+ frs Brflrse urlH +m riR er< fuqr vr c-m- *r

(re) 'qR rsr++ d aa vMfro dFftr setre;t 6 e-$o

afrftff E-6r{ d ffid ilrre qr *{ *, * m verrr
d Aa vM*+ drra a6r efu of verft-e ssrcr
frqrert fttfud 6re ffid arrrr d rrur<r fi q-6t

lr ' er sm e€ 6?r-{ t T6r< I qr orrrq-< ? Brci sf,r
A {q?f{ t onq qff{sr

(a) Discuss the concepts of break-even point and shut-

down point. ls it possible that a firm will continue

to operate even when it is making losses?

(b) Why is the long-run average cost curve U-shaped?

Is it possible for the LRAC curve to have a flat
bottom? (6,6)

(o) no-fu+ ffd qlr rre-siFr ffic d reqrw$ qi

s-{i Sfrsr er qa rnre * fr +€ s{ qA t A+
q1 fr orr o.{r qrt rla?

(re) ff{- w<fu *w arrn rfi u- srrfi'R qr d *n *?

TFII LRAC tl-fi tFI ((IT' ilM +{T 1I$I{ *?
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(c) Does a floor price fixed by the goyernment always

change the market outcome? Give reasons for your

answer. (4,4,4)

(q) qR srmR inq-fr{ q{ ilrffim rrRfrh d q-qfud ot+

t6r V6 ir€fi nt-6,r *, + E] s'rt-sit rc+n fr
3{rq{.l6-dr tFfr *ft +?

(<) ffifrmrm *{ in$q-nqr+sMRd (i) lso w+

sti (ii) so nA m xg frqr 6I qqr Yrns *rn?

Qo = tooo-sP (a cr.I * .r{ qr* I ft p *r-t
*)

Q, = sP (Q, 3lr{il * 'r{ 
qra t)

). (a) When my income was Rs. 10000 I spent 40% of

my income on food, when my income doubled, I

spent only 20o/o of my income on food. Calculate

my income elasticity of demand for food.

3

)

9

P. T. O.

(rr) er vcor< a<r ftfRe qm qu slm qr6R + qfonq

oi cco trr *? lrc+ gt-r * fts q.nor fffrsr
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(b) Diamonds are an item of conspicuous consumption.
Why does the Indian government not levy a high
rate of tax on the sale of diamonds to reduce their
consumption and to generate revenue?

(c) What are the alternative policies that a government

may use to control drug abuse? Explain using
diagrams. (4,4,4\

(o,) u-s it snq roooo Eqi *, + d+ o{Tft srrn 61 40% )
qtq-+ qt q$ fuqr, vs it irr< +g+ a .r{, + ft
ir.r+ inc or *+a 20% +w{ qr qd frqrr rtrr
* cr.r + tt enq alq fr rrsr+ dftqr

(lE') fR frfrrq w*rr d <q *r qrcftq q-roR €R Eft €Td
+ sq q.l+ *r nee Be< 6r++ fts t-i-d G-ff
q{ 3Er Er 6,1 t6.r d T& a{ffi +?

(r) ar?-O q{S + g€sftr d ffi( qt+* frq q-.6R

ERr $c{r{ vr+ qrft ffi6 *M eqr i? t{qltq-cl-

6r sc+{r qG qrsrE}r

(a) Explain graphically the concepts of consumer
surplus and producer surplus. Consider a market
for apples. What happens to consumer and
producer surplus with the increase in the supply
of apples?

(c.) 5a vsrE, ffe sflr< *r *rc scqre s-fr + +s
@r tstr +? s[H 6 q-6rqdr t crarqSr

(ts) Ec+ cFdr'd{ d ffirenrw fr aqnqr dGgr wr ft+ ff
rtt flft-+r q-e+ cRq-d d RrR d Evrtft ll sq-+

itR sq dfrqr qE lrc Ecse d o 
=s'rEd 

6r sc+rr

ft.qr urn i, * W sflre q ir{cm R"n{qr

cFI Em-r{qr Ed TFIIE

0 0

I 7

2 t2

3 l5

4

5 16

(a) Show how short-run supply curve can be derived

for a perfectly competitive profit maximizing firm.

(b) 'If the total variable cost of production is the sum

of the marginal cost of each additional unit of
output, we can calculate the marginal cost by
taking the total variable cost of production and

dividing it by the quantity of output produced.' Do
you agree or disagree with this statement? Give
reasons in support of your answer. (d,d)

i

u
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(i) 3r+6 * ftq ffic qrn s-{r{r

(ii) crt frfrg stti-o o M< <ri ql E-o-e 3;r<r
B, * qa irfutd{ B-il+ da \frr €A-{ q-6-nr *?

v6 Brt€ d varqm t qrsr{r

sECrIoN c (rfu ()
Answcr any two out of the three questions

d-{++ffi*pr'+'*wnffi<,r

(a) What is the relationship between total product,
marginal product, and average product curves?
Explain with the help of diagrams.

Lahour Units T0tal Prod uct

0 0

I 7
'l t2

l5
4 l6
5 l6

(b) How does a tax on a good affect the price paid
by the buyers, the price received by the sellers,
and the quantity sold? rc,6)

(m) svutmr i{eriq *i :.flrf,dn iredq + $-qtrRWS d
t(sror gnr eTffr(r +{ * ftS vs. cl,,rR rr( G-qR

d&sr fu d 3n$ + gB + qnr sc+nr *i
vflr(-6 B{Eris qr wr *<r *?

(ta) ffi q\l rR rfit rcQ-q1} Erir $mT 
,qt nt frc-d,

Barot em xR *'rr{ fr{d *{ *ff zr$ qr*r si
+t yrnR-d qrn *?

sECrroN n (cae a)
Answer any two out of the three questions

fr{ ++ Ada r,.+'d yar flr?sr

(a) Define Indifference Curves. Explain the properties

of an lndifference curve?

(b) Do you agree with the statement that for a

consumer to maximise her utility her indifference
curves should intersect her budget constraint? Why
or why not? Explain.

5

)

7

4

))

(6,6)

P.T.O.

(b) Explain the concept of diminishing returns. Does

the table given below indicate a situation of
diminishing returns? Explain your answer. Estimate

total product if 6 units of labour input are used.

3
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(a) vaflaar rm !+ qfr{rfrd dftrsr sa'fi-{dl Er + {fr
fr qrcqr dfrq?

(rs) @r 3rq E€ 6v.r t vrm I m ft.O sq*<r d
sqff sqdtFrdr 6) ireq-d{ 6A + fts 3a-S s{rfiTdr

qm' 6] Bs+ {ff Yfuiu * qrr<r qGs ? d qr eit-

a&? rrsreil

A consumer consumes two goods X and Y' Suppose

the price of good X decreases. Explain the income

effect, substitution effect, and price effect

(a) When both X and Y are normal goods

(b) When X is an inferior good.

(c) Draw the demand curves for good X when X is a

normal good and when X is a giffen good'

(s,s,2)

w sq*<r i qqs] x lfu v qr sqrlhl q"car *r cr+ Afrq

fr aq x * ffrt qt * urft *r srq qqn, qfttvtqt vqre

*r 1u mre fr qrcqr dfrqt

(o) qe x *r Y ffi qrqrq uq( d'

(e) we x w qEqr c< il

(T) qq x * fts tr s-fi T{r{, qq x \r'n {rcrq sq

d gfrr we x \rff.ffi{ q< frr

(a) Explain the equilibrium condition of a consumer

with the help of the indifference curve and the

budget constraint.

(b) Ashok buys only two goods, hot dogs and

hamburgers. The price of a hot dog is Rs l and

the price of a hamburger is Rs. 2, and his income

is Rs. 20. Explain the slope of a budget line'

(i) Draw the budget constraint for Ashok.

(ii) Suppose Ashok chooses to consume 6

hamburgers then what is the maximum

number of hot dogs that he can buy? Explain

with the hetP of a diagram. (6'6)

(o.) u<r$-+er qqi *( irtre <ru + (6r+f,r t 3qqtfrr fr
{-E-d-{ fuR d qr(qr dfrqt

(€) s+6 +sd a q<{ reQ-{dr +, * gn ua Mtt
de gr * *rt r wi *r +q-qll{ d ffrt z wt
+, *i s€d lrr.I 20 \qt qg-c tqr fr aom fr
qrqr dftqt

6

) )

5
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