Q. 10.What is economic model? How does economic model
construct? Explain briefly.
Or

Briefly discuss the role of market clearing condition
in constructing market model.

Or
Discuss basic market models with their basic
characteristics.

Or

Analyse the role of market forces for analysing

equilibrium position.

Answer : ‘

An economic model is an organized set of relationship
which describes the functioning of an economic identity. In
other words, a model is a set of economic relationships which
is generally expressed through a set of mathematical
equations. If in an economic model the set of equations are
organised with respect to the market forces then it will
become a market model. Each equation should involve
different types of variables like price, demand, sppply etc.

An economic model is mainly constructed with the help
of three variables for a single commodity. These variables

are considered as quantity demanded of the commodity (0, ),

quantity supplied (Q,) and price of the commodity (P). On

the basis of quantity demanded and price, Fhe Qemand
function can be constructed. As there exists Inverse
relationship between price and quantity demandfed, therefpre
the demand function is identified as a decreasing function
of price. Mathematically, it can be represented as
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