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The figures in the margin indicate full marks
for the questions

1. Answer the following as directed : 1x8=8

wors fAIARs Mo epiie Tee i

(a) Define indifference curve.

Sqeors @[ g |

(b) Slope of the budget line is positive.
(Write True or False)

R (IR U 4N | (351 ¢ farmy foran)

(c) When total product is maximum,
marginal product starts declining.
(Write True or False)

Qe 1 Tesim SAw =, AfEF Teom g
3’30 4(F | (3151 =1 fay feram)
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(2)

(d) Diminishing MRTS results in isoquants
being convex/concave to the origin.
(Choose the correct option)

ERZPNE MRTS I I AWM ({3 (FH1
oifS Tae fomen =7 |
(wm Rewch! AfR Sfeean)

(e) State briefly the essence of Say’s law
of market.

IS (5'F R 71 I 50 S 741

( What kind of inflation is caused by
an increase in wages and import
prices?

TR WF G W " T o
IS =7 7

(99 In a perfectly competitive market,
average revenue = :
(Fill in the blank)

o A &S, TE o = n
(410 3% 27 )
(h) Adam Smith advocated autarky as

an economic policy.
(Write True or False)

W Py JET I|ER O gLafes afe
f2orest fReaet sfafRet | G & fwy o)
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(3)

2. Answer any six of the following questions :
2x6=12
o RS R i W T firan

(a) Give two examples of fixed costs.

& T 7o1 Sz o

(b) Define expansion path of a firm.

G ASF STRPIR 47 Siges) Ty |

(c) Distinguish between average revenue
and marginal revenue.

T S < AT TRR &e 1L il |

(d) Explain the effect of income change
and price change of a good on the
budget line of a consumer.

TCSIE] W@ ([FIF @4FS 9 s Se b
NN 7] RIS 2o T I

(e) Draw the indifference curves for
perfect  substitutes and  perfect
complements.

e Rew W s AfRems AR e
@41 W 4 |

(/  What is normal profit?
el =S &2
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(4)

(g) State and explain the equation of
exchange.

R N Sea IR [0 40

() What is the difference between
precautionary motive and speculative
motive of demand for money?

WR v Tedel SfeHm HE  FEAILS
SfSRA TS A1 2

(i) Briefly state the components of Keynes’
aggregate effective demand.

@R TP T SR S G TCEY
EaIl

() What is comparative advantage in
production?
TR TR SR 2

3. Answer any four of the following questions :

5x4=20
o 2NE@RR R @i vkt T fra

(a) Prove that the marginal rate of
substitution (MRS) between two goods
is equal to the absolute slope of the
indifference curve and also equal to
the ratio of marginal utilities.

oM T4 @ Ry AR ReER Aifee 2R
(MRS) R/ @R SICeife oe e =1
oIfEF TOAASR SefeTSCar 3 |
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(5)

(b) Explain the following properties :  2%x2=5
S TR 0

(i) Indifference curve slopes from left
to right.

TRCrs @ AETRR o[ FIFEE oS
IAE |

() Two indifference curves cannot
intersect.

7ol e (912 Fofo FRI I |

(c) When are L-shaped isoquants obtained?
Explain.

L-S$feq SWCAM (31 (FOF |1 I® 2
[ FQ0

(d) State and discuss the law of variable
proportions.

AfRadae srere RRGT e s Scam
Lol

() Why is the average revenue curve
under monopoly downward sloping?
Discuss.

GHOHI TGRS T S 91 R = [Fo
ST B9 |
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(6)

() Illustrate the factors that cause
demand-pull inflation.

sREe RS REbe I FRAIR I
0

(g9 How does Keynes’ theory differ from
the quantity theory as a theory of
demand for money?

UK vifn g R (FRE oGl AR oI
] I 42 2

(h) Discuss the  benefits of free
international trade.

T RO 5T FRYCIR AL 1 |

4. Answer any two of the following questions :
10x2=20
O 2P R e o T o

(a) Explain consumer’s equilibrium with
indifference curves. Also show that price
effect is the sum-total of income and
substitution effects. 5+5=10

fAer® @9 TS TorereR ST
39| TS @Y @ R AR/ (AR T F
Reae aorT W |

() Explain in detail the laws of returns
to scale. 10

Teome TR ofore Rfdchr Rpoera wm
2l
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(7)

(c) Explain the credit creation process
of commercial banks. How does the
Central Bank influence the capacity of
credit creation by the commercial
banks? 6+4=10

AT @ wq IR afFEd A =T
@I QT IMRTT @ A1 R wore
R g RER 33 2

(d) Discuss the classical theory of full
employment. Examine Keynes’ critique
of the classical theory. 6+4=10

A famer fs ogbr wcemw w0
(TT CGBR SRS @I ITHCEABAEN
T 40|

(e) Distinguish between the static and
dynamic gains from trade. Discuss
how trade helps achievement of gains
from consumption and gains from
production. 4+6=10

TfdeR BT W SN reERT Te] 2w
e 3911 fiwR R Sogenr s we
TAT TS SSTS 727 ¢, SICATS 7 |
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