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SECTION A (~ ~) 

1. (a) Suppose the demand function is Q0 x = 300/P x derive (5) 

(i) Individual demand schedule 

P. T. 0. 
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(ii) Individual demand curve 

(iii) What type of demand curve is this ? 

(iv) What is the value of elasticity of demand ? 

(b) Calculate cross elasticity of demand between Lemon and Tea and state the 

type of relationship. (5) 

Goods 

Lemon (Z) 

Tea (X) 

Before 

Price 

10 

20 

Quantity 

20 

40 

After 

Price 

20 

20 

Quantity 

15 

35 

(c) Prove that the supply curve passing through the origin has elasticity equal to 

one. (5) 

OR 

(a) From the two demand schedules given below using total expenditure method 

determine the elasticity of demand. (5) 

Price (P) 4 3 2 1 

Quantity (Qx) 120 150 200 300 

Quantity (Qy) 225 325 500 1100 

(b) Define cross-elasticity of demand. An individual spends all his income on 2 

goods X & Y. If a 50% increase in the price of the good X does not change 

the amount consume of Y, what is the price elasticity of good X. (5) 

(c) Prove that supply curve given by: 

(i) Qsx = 1 000 Px has unit elasticity 

(ii) Qsy = 2000 + I 000 Py is inelastic 

( M) ~ fcfi" ~ CfiFJ "t Q0 x = 300/P X' ~ ~ : 

(i) aqfulCfl ~ ~ 

(5) 
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( ii) ~lf R=n Cfi ~ crsfi 

(iii) ~ ~ crsfi (fiT~ Cfm t 7 

( iv) ~ ctT ~ CfiT ~ ~ t 7 

~(z) 

~(X) 

10 

20 

3 

20 20 15 

40 20 35 

(~) ftr.g: ~ fcfi ~ (origin) ~ ~ "S3U ~ crsfi ~ ~ ~ cfi (FJFf (equal to one) 

~tl 

(ar) ~-a llf err~ 3lj~J~4r ~~~~(fiT m ~ ~ ~ ctt ~ ~ 
~I 

~(P) 4 3 2 1 

~(Qx) 120 150 200 300 

~(Qy) 225 325 500 1100 

(~) ~ ctT ma--~ (Cross-elasticity) "CfiT ~ ~ I ~ cx:ffin ~ ~ 3Wf 

"CfiT err ~an X aft< Y W ~ Cfi«JT t I ~ ~ X cfi ~ ~ 50% cf.~n?r~ W ~ 

Y tfi ~ ~ m qf{qJ.i -;fflT m, "ffi ~ x ctt ~ ~ Cfm t 7 

(i) Qsx = 1000 Px ~ ~ ~ ~ t I 

(ii) Qsy = 2000 + 1000 Py ~ t I 

P.TO. 
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2. (a) Consumer is better off with cash subsidy than with excise subsidy. Explain 

why grants are always given in the form of excise subsidy rather than cash 

subsidy. (7 .5) 

(b) Draw indifference curve between T-shirts and Pepsi for Karan who has 

stronger preference forT-shirts and for Varun who has a stronger preference 

for Pepsi. (7 .5) 

OR 

(a) Explain, price effect is summation of income effect and substitution effect in 

case of a Giffen good. (7 .5) 

(b) Monica spends her entire income of Rs. 600 on goods X & Y. The price of 

good X is Rs. 30.00 and price of goodY is Rs. 1 0.00. If she consumes 12X 

and 24Y, is she in equilibrium. Show it diagrammatically. (7 .5) 

(ar) ~~~~~(60Tt~~~~cfi1~~fcfi 

~~~ ~. ~~ ~cfi, ~~ tl 

(Gf) ~~~~~il-~cfi~t~CWJT~~~~ 

m cfi ~ t, cfi ~ \3~1ffi"1 CfSfi ~ 1 

( ar) ~ ~ fcfi ~ ~ cit G-m ~ ~ ww:r 3Wl ww:r WlT ~ ww:r <liT 

~ (Summation) t I 

~ ~~ 3Wl ~600ctn-~ X~ YlR~~t I Cffif X <liT~ 
~ ..,:) ...:> e-. 

~ 30 ~ ~ Y <liT~ ~ 10 t I ~ CJ5 12X ~ 24Y <liT~~ t "ffi CJ5 

~ cit ~ ~ t I ~ )@fi!Gia ~ I 

SECTION B (~ a) 

3. (a) Show that in a linear homogeneous Cobb-Douglas production function 
X= ALaK~ 
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(i) If all inputs are increased in the same proportion then output also 

increases in the same proportion. (3.5) 

(ii) The average and marginal product depends on the input ratio K . ( 4) 
L 

(b) Distinguish between returns to a factor and returns to scale. Is the following 

proposition compatible ? 

Decreasing returns to scale and decreasing returns to a factor. (7 .5) 

OR 

(a). What are Ridge lines? Only those portions of the isoquants lying between 

the Ridge lines are relevant to production. Explain. (7 .5) 

(b) Prove that the slope of isoquant is equal to the ratio of MP L and MPk. 

Explain Why MRTSLK is likely to diminish as more and more labour is 

substituted for capital. (7 .5) 

(&} R•@~~ fcfi ~-~ cfi ~ ijlitldl~ ~ 3c<!t~<1 CfiTli X= ALaK~ t 1 

(i} ~ 3fl1TCf tr+IR" ~ ~ ~ ~ ~ "ffi 3c<ll~<1 ~ ~ ~ ~ ~ t I 

(ii} ~ ~ ~ ~ 3fl1TCf ~ ~ lR ~ Cfi«<T t I 

(~) ~ CfiRCfl cfi ~ ~ ~ cfi ~ (Returns to a factor and returns to scale} 

~ aRR ~ 1 ~ Hk"f.tfctla !>lltatfclCfll ~ (compatible} t ? 

~ cfiT ~fij+J("'i ~ ~ ~ CfiRCfl CfiT ~ ~ I 

(&} £9d~((q(~ (Ridge lines}~~? £9d~((q(~aiTcfi~tr+JR"+Jr.rraiT (Isoquants} 

cfi ~ 3R1llif m 3c<ll~<1 cfi ~ q{g;ij~ ~ I q$r ~ I 
"" 

(~) ~ ~ fcfi ij+Jf"'i+JI'ill ( Isoquant} CfiT GR>r MP L ~ MP K cfi ~ cfi ~ iffir 

t 1 "WISC~ fcfl~ MRTsLK ct ~mcfit~ t~-~ ~ct ~ 

~ 3lfUcfl ~ CfiT ~~ ~ t I 

P.TO. 



-----·-·---

5733-A 6 

4. (a) Explain the shapes of short-run cost curves. Analyze the relationship 

between Average Cost (AC), Average Variable Cost (AVC) and Marginal 

Cost (MC). (7 .5) 

(b) If the average cost curve is U-shaped, explain the slope of total cost 

curve. When is the long run total cost curve a straight line through the 

origin? (7.5) 

OR 

(a) Derive LAC from short run plant curves. Also explain why LAC curve is 

flatter than short run cost curves ? (7.5) 

(b) What is an Engel Curve ? Explain the relationship between Engel curve and 

demand Curve. (7.5) 

(3T) ~-~~~ctt ~Cfil·~~ ~~. ~ qf{qJ'1:in~ 

~ ~ ~ ~ cfi ~ CfiT ~~cliSIOJ cR I 

(~) <iR ~ ~ Cffii <i- WfiR CfiT t, "ffi ~ ~ Cffii cfi ~ CfiT ~ ~ I ~ 

M-~~ Cffij~-ij--mm~~ mort? 
co-

(3T) ~-~w~-ij-LAC~~~~~~~fcn~-~ 

~ ~ cfit ~ ~ LAC crni ~ 3lfi:tq:) w:nc ~ ~ .g 7 

SECTION C (~ ~) 

5. (a) Explain and derive diagrammatically the long run supply curve of an increasing 

cost industry under perfect competitive market. (7.5) 

(b) "Long run equilibrium for a firm under perfect competition takes place when 

price is equal to the minimum Long Run Average Cost". Explain. (7.5) 



\ 

5733-A 7 

OR 

(a) Show how the impact of per unit excise tax depends on elasticities of demand 

and supply. (7 .5) 

(b) What is the difference between : 

(i) Accounting Profit and Economic Profit (3.5) 

(ii) Walrasian Stability and Marshallian stability (4) 

(3f) ~: Slfd'!lifl~~~~~~~~-~~crsfl~~~~ 

~ "<<cn~G!a ~ 1 

(~) "~ S1Rt4lf1'1dl ~ aRnffi~~CfiT~-~~cMt~i?TaTt~~ 

~~~~~~~m1"crulor~1 eo-

(2000) 
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