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General instructions:

1) All questions in both the sections are compulsory.

2) Marks for questions are indicated against each.

3) Questions 1 -5 and 17-21 are very short answer questions carrying 1 mark.

4) They are to be answered in one sentence each.

5) Questions 6-10 and 22-26 are short answer questions carrying 3 marks each. Answers to them should not normally exceed 60 words each.

6) Questions 11-13 and 27-29 are also short answer questions of 4 marks each. Answers to them should not normally exceed 70 words each.

7) Questions 14- 16 and 30-32 are long answer questions of 6 marks each. Answers to them should not normally exceed 100 words each.

8) Answers should be brief and to the point and the above word limits be adhered to as far as possible.

9) All parts of the question should be answered at one place.

INTRODUCTORY MICRO ECONOMICS
1. What causes a downward movement along a demand curve of a commodity?[1]                                                                                                                                                            

2. Define fixed cost.







      [1]

3. What is an oligopoly?






      [1]

4. When supply of a good rises due to its own price, what is the change in supply called?
    





     

      [1]

5. What is meant by normative economics?




      [1]

6. What is meant by an economic problem? Why do they arise?

      [3]

7. Explain the inverse relationship between price of a commodity and its demand. 








                  [3]

            8. Explain the effect of the following changes on the demand for a commodity by 

            an individual household, with the help of diagrams:

                 1 A rise in money income of the household in case the commodity is inferior

                 2 A favourable change in taste





           

                                                             OR

             What is meant by price elasticity of demand? How does nature of a commodity 

             and expenditure on it affect elasticity of demand?



      [3]

9. What will be the price elasticity of supply at a point on a positively sloped          

  straight line supply curve?






      [3]

10. Complete the following table:





      [3]

	Output
	Price (Rs.)
	Total Revenue
	Marginal Revenue

	4

5

6

7

8
	   9

   --

   --

   6

   5
	36

--

42

--

40
	4

--

--

--


11. Explain the difference between ‘decrease in supply’ and ‘decrease in quantity supplied’ with the help of a supply schedule.




      [4]





OR

     How is equilibrium price determined under perfect competition? 

12. Explain the relation between marginal revenue and average revenue when a firm is able to sell more quantity of output

(i) at the same price

(ii) only by lowering the price.





      [4]

13. Is it enough to say that profit is maximised when MC=MR? Explain with     

    reference to imperfect competition?




     [4]
14. For a consumer to be in equilibrium why must marginal rate of substitution be 

    equal to the ratio of prices of the two goods?



[6]

15. Explain the implication of the following features:


[6]

     (a) Freedom of entry and exit of firms under perfect competition

     (b) Product differentiation under monopolistic competition

     (c)  Indeterminate demand curve under oligopoly.

            16. Giving reasons state whether the following statements are true or false:
[6]

            (a) When there are diminishing returns to a factor, total product always decreases

            (b) The difference between average total cost and average variable cost is constant

            (c ) A producer maximises his profit when total cost and total revenue are  equal

            (d) When total revenue is maximum, marginal revenue is also maximum.

            

  INTRODUCTORY MACRO ECONOMICS
             17. Why are subsidies treated as revenue expenditure?


[1]


 18. What is meant by statutory liquidity ratio?



[1]

             19.  Ten U.S. dollars are exchanged for five hundred Indian rupees. What is the 

                   exchange rate for Indian currency?




[1]

             20. State the two components of money supply.



[1]


 21. What is marginal propensity to consume?



[1]


 22.  Calculate net value added at factor cost from the following data:
[3]










     Rs. Lakhs


(i) Purchase of machinery to be used in the production unit

100


(ii) Sales







200


(iii) Intermediate costs





  90


(iv) Indirect taxes






  12


(v) Change in stock






  10


(v) Excise duty






    6


(vi) Stock of raw material





    5

            23. Will the following be included in gross national product ? Give reasons for 

               your answer:








[3]

(a) Services of owner occupied houses

(b) Transport expenses by a firm

(c) Purchase of machinery by a factory

24. Distinguish between current account and capital account of balance of payments account. Is import of machinery recorded in current account or capital account? Give reasons for your answer.




[3]

25. Define foreign exchange rate. Why does the demand for foreign exchange rise when its price falls?







[3]

26. How does money solve the problem of double coincidence of wants?
[3]

27. Explain the ‘controller of credit’ function of central bank.

[4]

28. What is a government budget? Explain the meaning of revenue deficit, fiscal deficit and primary deficit.






[4]

29. Giving reasons categorise the following into revenue expenditure, revenue receipts or capital expenditure:





[4]

(a) Corporation tax

(b) Grants given to state governments

(c ) Repayment of loans

(d) Dividends on investments made by government

 30. Draw a straight line consumption curve. From it derive a savings curve   

     explaining the process. Show on this diagram:



[6]

(a) the level of income at which Average propensity to consume is equal to one

(b) a level of income at which Average propensity to save is negative

      31. Explain the equilibrium level of income with the help of savings and Investment 

          approach. If planned savings is greater than planned investment, what adjustments       

           will bring about equality between the two?




[6]






OR

       Explain the meaning of underemployment equilibrium. Explain the fiscal measures to     

        make the economy reach full employment equilibrium

32. Calculate Gross National Product at market Price and Net National Disposable 

  Income from the following data:








      Rs. Crores


[6]

1. Net current transfers from abroad


         (-) 5

2. Profit






70

3. Consumption of fixed capital



30

4. Rent







40

5. Indirect taxes





20

6. Interest





          100

7. Royalty






10

8. Compensation of employees


          600

9. Subsidy






  5

10. Net factor income from abroad


       (-) 25  
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