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SECTION A

Marks

CO

Q1 The marginal revenue (MR) curve of a perfectignpetitive firm

A.
B.
C.
D.

is horizontal at the market price

lies below the firm’s demand curve

increases at increasing rate as output expands

is downward sloping as price must be reduced tarsaie output

CO2

Q2 Which of the following statements is positivelysis?

A.
B.
C.
D.

Public demand for an increase in minimum wage rates
Income tax should be increased to reduce the iofigiroblem.
An increase in tobacco prices will reduce the deshfantobacco.
Sales tax on sports items should be reduced.

CO1
CO2

Q3 Relationship between Revenue and Price elasti€iDemand

A.
B.
C.
D.

MR = AR (1-1/ep)
MR = AR (1+1/ep)
MR = AR (1/ep)
MR = AR (1/-ep)

CO3

Q4 Under the perfect competition a firm will be in Edarium when :

A.
B.
C.
D.

MC = MR

MC cuts the MR from below

MC is rising when it cuts the MR
All of the above

CO2
CO1

Q5 A firm encounters its “shutdown point” when:

Cowx

average total cost equals price at the profit-mé&siirg level of output
average variable cost equals price at the profitimiing level of output
average fixed cost equals price at the profit-mazimy level of output
marginal cost equals price at the profit-maximiziexg! of output

CO3

SECTION B

Q1 When the price per carton of Coco Cola fromIeso Rs. 14, the quantity demang
increases from 200 to 300 Carton per month. Owther hand, the demand for Pe
falls from 250 to 200 cartons per month.

ed
DSI 10

Co1




(a) Calculate the price elasticity of demand using Method formula.
(5Marks)

(b) Calculate the cross elasticity of demand betweetcoCGoola and
Pepsi. Based on the answer, explain the relatipnis&iween the
two. (5 Marks)

174

Q2 Draw a diagram to shows how the market pricgetermined by the interaction pf co1
demand and supply S CcO?2
Q3 Distinguish Between Point Price elasticity &nd elasticity of Demand. 5 Cco3
SECTION-C
Q1 Explain the equilibrium of a consumer with tiedp of the cardinal utility approach, 10 COo3
CO2
Q2 What is movement of demand & Shifting in su@pBriefly explain Extension &
Contraction of Demand and increasing and Decreasisgpply. lllustrate your 10 Co1
answer by diagram. CO2
Q3 What is Price elasticity of Demand and prommwicelasticity of demand? Explain
different degrees of price elasticity of demanldisirate your answer with the help |of 10 CoO4
Diagram. CO3
Q4 Compare the firm equilibrium of a perfectly quetitive market and monopoly 10 CO3
market by using appropriate diagrams. CO2
SECTION-D
Q1 What is mean by production function? Distingulsetween short run production
function & Long run production function. Explainweof return to variable factor & CO4
law of returns to scale. lllustrate your answeipbieally. 15 ggi
Q2. Define Price discrimination .Suppose a monpdoin faces two markets with
different demand curves for its product. Explainli&strate how a discriminatory cou
monopoly firm would determine its profit maximizirgitput, divide its total output 15 co3

between the two markets & determine price for the arkets

COo1






