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Attempt any five questions.
ANl questions carry equal marks.
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(a) Explain with the help of an example, the relation
between elasticity of demand and total expenditure

on the commodity. (5)

(b) A wheat producer is willing to supply 100 quintals
of wheat at a price of Rs. 110 per quintal. If the
price increases to Rs. 120 per quintal he is willing
to supply 125 quintals of wheat. Calculate the
pric¢ elasticity. (5

(c) State the factors responsible for shifts in the
demand curve. Illustrate your answer with

examples. &)
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2. (a) Define price elasticity of demand and Cross Price

elasticity of demand. (7.5)

(b) Given a straight line demand curve, show that
price elasticity of demand varies from zero to
infinity. (7.5)
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3. (a) Using the indifference curve analysis distinguish
between the income effect and substitution effect

when price of normal commodity ‘X’ falls. (10)
(b) Explain Price Consumption Curve. (5) '

P.T.O.
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4. (a) Explain the law of variable proportion through the
behaviour of both total product and marginal
product. (10)

(b) Explain the relationship between average cost and

marginal cost. 5)
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5. (a) Explain the firm’s equilibrium with the help of
isoquants and isocost line. (7.5)

(b) Distinguish between returns to scale and Returns

to a variable factor. (7.5)
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6. What are the main feature of oligopoly ? Why is
equilibrium under oligopoly unstable ? (15)
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7. Under both perfect competition and monopolistic
competition the number of firms is large and entry
is free. Explain why in the long run firm produces an
optimum output under perfect competition, but has
excess capacity under monopolistic competition.

(15)
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Write short notes on any twe of the following :
(2) Price Discrimination
(b) Production Possibility Curve

P.T.O.
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(¢) Diminishing marginal rate of substitution

(d) Comparative advantage C(7.5+7.5)
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