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ECONOMICS

Paper: ECO0300104

( Intermedlate Economics I

Filll Marks: 60

Time : 2Yz hours

The figures in the morgin indicate full marks
for the qtestions

a

1. Answer the following as directed

vqgfrnz-<lr-{fu*1111frUs-<fisr :

(a) Define indifference curve.

fr<,r+ cflr< riBI frTI r

A2sl23a

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

k-{ c{{1-{ ulE {{'lsf I ('tFI cl frqr frfl)

(c) When total product is maximum,
marginal product starts declining.

(Write True or False)

c{E$ {b Gqtl {adm q{, flB-s Gq"flk gH
q'<tq q-r< I ('tur 54 fiq fr1T)

1 x8=8
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(d) Diminishing MRTS results in isoquants
being convex/concave to the origin.

(Choose the correct option)

FRFF{r{ MRTS T <16I ffiqOflq{ C{1i CSE'E

$B bsqTqreE ET 1

(rgq fr$Edr <rR bfre<r)

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

rqFK o'< ftRl Tq Toflrbr u1t+ G-em< o<l r

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

qS ws qtqHfr q1 TRr :FqE ft fifi
Wr€&<lr

(g) In a perfectly competitive market,
average revenUe = -_-.

(Fill in the blank)

"I.r trrez{tm TqFTE, flg qT = 
-- 

I

(-nft,ft T.r q{I)

(h) Adam Smith advocated autar:kv as
an economic policy.

(Write Tru.e or False)

'sqr fueq rFdq rr<qFr qa qqftqftp ffi
Rutz"t R'tp aRq* | (.f,Fr cq frq fr1T)

A25leBa
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2. Answer any slx of the following questions :

2x6=\2
\e-q?{ g:f6il{{ fr ron{t eBF t-s< fi$ :

(a) Give two examples of fixed costs.

frq <i{< $r &r<t fiv r

(b) Define expansion path of a firm
q?F'g&sT{-{ {rq'rlK6f teK r(Et ftnT I

(c) Distinguish between average revenue
and marginal revenue.

flg qK qTT eIB-$ qn"-{ {rEE 'nql+i frqr r

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

b"14-ot..:q E{ C<{i-{ \€'KE q:s 1ffi qrF qA
qlrfu qq tffiq< gEr< qri$I $-{I I

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

ryTf fr--{-s qwT-T.F "tR"g+ {qfr{ fr"<"FF
cffi qi$-{ T-{t r

(f) What is normal profit?

EI-sTR-s qts ft r
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(g) State and explain the equation of

exchange.

frnrr qftsqq oz-fl'{ TR <fi$T q{l I

(U What is the difference between

precautionar5r motive and speculative

motive of demand for moneY?

T?r{ Drfu rE+\9-l s&sm qr+ Tq{Isw
q&em< qrqg "[?Fsi fr r

(t) Briefly state the components of Keynes'

aggregate effective demand.

6+Ql< r{5 .e-oal DIRI'F qi'K<r< uTfs Brfl<

qfll

0 What is comParative advantage in
production?

bq{la{ EE-{tT{r 1Rn ft t

3. Answer arty four of the following questions

\e-ffi gltt"{tfi R c+rzqt ufiffi t-sq ftil ,

5x4=2O

(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.

eqrq q{I ff ${ qNfi{ R.{-fl-{< etB+ eK

(MRS) fr<"r+ 6flr< qrc'tfr-$ UFK $II;I qFF

$Es btruf}sn qflre<I sm I
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(b) Explain the following properties :

sE-{ <{a{T Tft{ft T-{I :

(t) Indifference curve slopes from left
to right.

fr_<tr 631r T16TH.{ ffir ffiE ,rB
Tr{I

(O TWo indifference curves cannot
intersect.

f6H ftlrflT cEqR rffi nR< c+r$-c r

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

L-qT&{ wGqom{ cr{t csfu c'fF[ <tlr ?

$T$l qq I

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

"rffiA-q lq-tqts Rftcbr $s rR qrq'rD-{

T{t r

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

qr-oBu rEl?he= q9 qR c{-{t fiTrnfr < frtr
qrrflFII g?il 

|

2Yzx2:5
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A Iflustrate the factors that cause

demand-pull inflation.

uRklqfis igr€e qi{Ee r<l rmtril< <'fiI
T<I I

(g) How does Keynes' theory differ from
the quantity theory as a theory of
demand for money?

{nr< DIRn EE Rflr't c+?qr Eqeh "rRqlq Eq<

ffi frrr< Ierc ?

(h) Discuss the benefits of free

international trade.

1o f{erfi-$ nfiqrr $nz<< qlz-qlu-lt r-fl |

4. Answer any tttto of the following questions :

lOx2=2O
\5q< e:rc r{'< fi cqrq $m c-c< frn :

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

fi-<"f+ 6q?il{ ?TF t1Z-s{w6 sFq}tlli T,T3IT

T-<t I Erfcs fi$e<l fi ,i< dsrt t<q ql qf+

ft"-$H-{ gsl-<T ffi r

(b) Explain in detail the laws of returns
to scale. i0
Bqtrq rtcr< s&qq frft6T fr^gsue< vmit

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

irft&rs frfi,-{ s{"t I,E sffit rt?m T:il I

mftt ms+ qlfi&,r$ 6{K'E q6t fE qEors
ftqr< ersrq frsF Eq r

(d) Discuss the classical theory of full
emplo5rment. Examine Ke5mes, critique
of the classical theory. 6+4=10

1.f fizrTlr cffits Eqeh qnEiu{r +-{t I

cft-<tfts \5gebm sfl?ts- cEEq q:{rqr'-{nfl{
tfrxt re-qt r

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

qilEqrT Rq one flf\rqq qtgr<;E{ {ffi +6of61

fr-qtq TTr r qfltqR frtrq t"tc_"lq{ qts qrr
Eq'pqrr qrs q-'fis q-qr{ T-F[, qreqlnlT T-{T I
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