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The figures in the right-hand margin indicate marks 
Candidates are required to give their answers in 

their own words as far as practicable. 

1. Answer any ten questions: 2x10-20 

a) What is social opportunity cost? 

b) What is marginal cost? 

c)What is the law of demand? 

d)What do you mean by price elasticity of- 

demand? 
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e) Distinguish between houschold denmand and e) m) Distinguish between average product and 

market demand. marginal product. 

What do you mean by conpetitive market? n) Distinguish between short-run and long-run 

production function. 

Define Inditerence Curve, 

h) If there is an increase in the money income of o) What do you mean by diminishing rate of factor 

the consumer, what will be its impact on the substitution?

consumers' budget line? 

Answer any four questions: 5x4-20 

i) What do you mean by 'stability of equilibrium'?

a) Explain the determinants of household demand. 

What is consumer surplus?

b) What is meant by equilibrium price? How do 

the forces of demand and supply determine the 
What is the difference between household and 

equilibrium price in a competitive market? 
firm? 

Explain. 

1) What do you mean by revenue and prolit of a 

tim? 
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10x2-20 Answer any two questions 
c) Mention any four factors, other than the price 

of a product, which influence the supply of a 

3. 

commodity. 
a) Discuss consumers' optimum choice under 

budget constraint. If price of any one of the two 

commoditics consumed by the consumer 

change, what would be its impact on the 

d) Suppose the price-elasticity of demand for a d) optimum choice? 

commodity is equal to one. When the price is 

Rs.4, the demand in the market is 300 units. 

What amount will be demanded if the price falls 

to Rs.3? 

b) What is an isoquant? Why is it convex to the b) 
origin? Explain with the help of this curve how 

a firm attains equilibrium, assuming that the 

prices of the factors are given. 

Discuss the relationship between marginal cost 

and average cost curves with the help ofa 

diagram. 

c) Explain, with the help of diagrams, the notions 

of the average cost, the average fixed cost and 

Distinguish between returns to scale and returns the average variable cost of a firm in the short- 

to a variable factor. run. 
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d) With one variable factor of production, identify 

the three stages of production according to 

returns to the factor and hence explain why 

efficient production takes place in the second 

stage. 
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