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1. Answer any FOUR questions.
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3. Answer may be written in English or Hindi but the same medium should be followed

throughout the paper.
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1. (a) Explain the concept of Production Possibility Curve ( PPC) . How does PPC help in
explaining the concept of scarcity, choice and opportunity cost ?
(b) Find equilibrium market price and equilibrium quantity for the following demand and
supply function:-
Demand function P =200-3Q
Supply function Q=2P-8 (10,8.75)
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2. (a) What do you understand by price controls?. Explain the consequences of effective
(i) price ceiling, and (ii) price floor.

(b) Describe consumer surplus and producer surplus. How are the consumer surplus and
producer surplus affected by decrease in equilibrium price due to shift in supply curve?
Explain using appropriate diagrams. (10,8.75)
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3. (a) Discuss the concept of elasticity of demand. What is the relationship between elasticity
of demand and total revenue?

(b) The demand of a commaodity X decreases from 15 units to 10 units due to an increase
in price of another commaodity Y from Rs. 30 to Rs. 50. Calculate elasticity of demand
using average method. Comment on the relationship between the two commodities.

10,8.75
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4. (a) Explain law of diminishing marginal utility and law of equi marginal utility.
(b) Using indifference curve analysis, explain consumer equilibrium. Describe the effect on
demand of an inferior good when the income of the consumer increases. (8.75,10)
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5. (a) What do you understand by economies and diseconomies of scale? Explain using

isoquants.
(b) Describe total product, average product and marginal product of a factor of production.
What is the relationship between them? Use suitable diagrams. (8.75,10)
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6. (a) Explain all equilibrium conditions of a firm under perfect competition in the short
run.
(b) Describe the equilibrium condition of a decreasing cost industry under perfect
competition. (10,8.75)
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