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Instructions for Candidates

1.  Write your Roll No. on the top immediately on receipt of this question pe;per.

2. Attempt any FIVE questions only.
3. All questions carry equal marks.
4. Answers may be written either in English or in Hindi; but the same medium should
be used throughout the paper.
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1. (a) What do you understand by production possibility curve ? How does
production possibility curve help in explaining the central problems of an

economy ? ‘ (10)

(b) Find the equilibrium market price and equilibrium market quantity for the

following demand and supply function :
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demand function: P =a - b.Q

supply function: P =c + d.Q 5)
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Discuss the control of prices. Explain the consequences of price flooring and

price ceiling. _ (10)

Describe consumer surplus. How is the consumer surplus affected by an

increase and decrease in price ? Draw appropriate diagrams. 5)
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(b)
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Prove that the two parallel straight line demand curves have different elasticity
at a given price. (10)

Explain the relationship between price elasticity of demand and total

revenue. 3)
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4.

(a) Distinguish between law of diminishing Marginal Utility and the law of Equi-
Marginal Utility. (7.5)

(b) Draw an indifference curve and explain why indifference curves are convex
to origin ? (7.5)
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(a) Derive demand curves with help of an indiffence curve and budget li_ne.
(10)

(b) A Person spends all his income of Rs. 800 on two commodities X and Y, the
prices of which are Rs. 25 and Rs. 40 respectively. Construct the budget
line and calculate the slope of the budget line. 5)
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(a) Distinguish between returns to a factor and returns to scale. (7.5)

(b) How is the long run average cost curve derived from the short run average
cost curves ? (7.5)
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(a) Describe the equilibrium conditions of a firm under perfect competition in the
short run. (10)

~(b) Why is it said that the equilibrium condition of a firm under perfect competition

in the long run is allocatively efficient ? %)
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’ 8. Write notes on any two : .

| (a) Price Mechanism and its role in efficient allocation of resources
(b) Elasticity of demand at different points on the straight line demand curve

(c) Derivation of Supply curve of a firm and industry under perfect
. competition (7.5,1.5)
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