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General Instructions:

(i) All questions are compulsory. 
(ii) Marks for questions are indicated against each question.  
(iii) Questions No. 1–5 and 17–21 are very short-answer questions carrying 1 

mark each.  They are required to be answered in one sentence each. 
(iv) Questions No. 6–10 and 22–26 are short-answer questions carrying 3 

marks each.  Answers to them should normally not exceed 60 words each. 
(v) Questions No. 11–13 and 27–29 are also short-answer questions carrying 

4 marks each.  Answers to them should normally not exceed 70 words 
each. 

(vi) Questions No. 14–16  and 30–32 are long-answer questions carrying 6 
marks each.  Answers to them should normally not exceed 100 words 
each. 

(vii) Answers should be brief and to the point and the above word limit should 
be adhered to as far as possible. 

…………………………………………………………………………………………………    
.                                                    SECTION-A 

1) Define a budget line                                                                                        (1) 
2) What is meant by inferior good in economics?                                               (1) 
3) In which market form a firm cannot influence the price of the product?         (1) 
4) When does a firm earn profit?                                                                         (1) 
5) What happens to equilibrium price of a commodity if there is an increase in 

demand and decrease in supply?                                                                   (1) 
6) Define utility. Explain the relationship between TU and MU curves.              (3) 

                                                        OR 
State any three assumptions of law of diminishing marginal utility. 

7) At a market price of ₹10, a firm supplies 4 units of output. The market price 
increases to ₹30. The price elasticity of supply is 1.25. What quantity will the 
firm supply at a new price?                                                                              (3) 

8) Explain the concept of short run and long run.                                                (3) 
9) State three causes for rightward shift in demand curve.                                  (3) 
10) ‘A firm under perfect competition is a price taker’. Explain.                             (3) 
11)  Define opportunity cost. An economy produces just two goods, wheat and 

rice. The following table shows its production possibilities. Calculate the 
marginal opportunity cost of wheat for various combinations.                         (4) 
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 Wheat(in 
tones) 

     0      1       2       3       4       5 

Rice(in 
tones) 

    900    800     680      520      340      100 

12)  Explain consumer’s equilibrium in case of two commodities with the help of 
schedule and diagram.                                                                                  (4) 
                                                        OR 
 Explain any four factors affecting the price elasticity of demand. 

13)  On the basis of the information given below determine the level of output at 
which the producer will be in equilibrium. Use the marginal cost-marginal 
revenue approach. Give reasons.                                                                    (4) 

Output       1       2       3       4       5                 6 
  AR(in ₹)       7       7       7       7       7     7 
  TC(in ₹)       8      15      21      26      33    41     

14)  Why does the difference between ATC and AVC decreases as the output is 
increased? Can these two be equal at some level of output? Explain.            (6) 

15) How are the equilibrium price and quantity affected when:                            (6) 
i) Both demand and supply curves shift in the same direction. 
ii) Demand and supply curve shift in the opposite direction. 

                                             OR 
Define equilibrium price. Explain the three situations under which equilibrium   
price will rise. 

16) A consumer wants to consume two goods X and Y. The prices of X and Y are 
₹4 and ₹5 respectively. Consumer’s income is ₹20. 
i) Write down the equation of the budget line. 
ii) How much of good X can the consumer purchase if she spends her 

entire income on that good? 
iii) How much of good Y can she consume if she spends her entire income 

on that good? 
iv) What is the slope of the budget line?                                                   (6) 

                                        SECTION-B 
17) What is meant by double coincidence of wants?                                            (1) 
18)  State the meaning of hedging.                                                                       (1) 
19) What is autonomous consumption expenditure?                                          (1) 
20) Mention any one secondary function of money.                                              (1) 
21) When is aggregate supply perfectly inelastic?                                                 (1) 
22) Distinguish between Stock and Flow.                                                             (3) 

                                                     OR 
State the differences between intermediate goods and final goods. 

23) Give the meaning of revenue expenditure and capital expenditure with 
examples.                                                                                                        (3) 

24) How is exchange rate determined under a flexible exchange rate regime?  (3) 
25)  From the following data calculate  (a) GDPMP      (b) NNPFC                                    (3) 

                                                                                             (₹in crores) 
i) Net domestic product at MP                                        64,800 
ii) Net indirect taxes                                                           6,833 
iii) Net factor income from abroad                                       (-)132 
iv) Depreciation                                                                    4,367 
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 26) If MPC is 0.9, what is the value of multiplier? How much investment is needed 
to increase national income by ₹5000 crores? Calculate.                              (3) 

27) In an economy public goods like parks, roads etc., are provided by the 
government. These type of activities are not undertaken by private sector 
either because of lack of profit or risk involved. Discuss.                               (4) 

28) Explain any two quantitative measures taken by RBI to correct excess 
demand.                                                                                                          (4) 
                                                         OR 
What are the monetary measures should be taken to correct deficient 
demand? 

29) Discuss the objectives of government budget as under:                                (4) 
a) Economic stability 
b) Reallocation of resources 

30) Explain the functions of a commercial bank.                                                   (6) 
31) Given consumption function C=100+0.75Y and investment expenditure is 

₹1,000 crores. Calculate:                                                                                 (6) 
a) Equilibrium level of national income 
b) Consumption expenditure at equilibrium level of national income 

                                                  OR 
          In an economy S=-50+0.5Y is the savings function and investment       
expenditure is ₹7000 crores. Calculate:  

a) Equilibrium level of national income 
b) Consumption expenditure at equilibrium level of national income. 

32) Calculate GNPMP and Personal Disposable Income from the given data:       (6) 
                                                                                              ₹ incrores 

a) Subsidy                                                                                           20 
b) Net factor income from abroad                                                    (-)60 
c) Gross national disposable income                                              1050 
d) Personal tax                                                                                  110 
e) Savings of private corporations                                                       40 
f) National income                                                                             900 
g) Indirect tax                                                                                     100 
h) Corporation tax                                                                                90 
i) Net national disposable income                                                   1000 
j) National debt interest                                                                       30 
k) Net current transfers from abroad                                                    20 
l) Current transfers from government                                                  50 
m) Miscellaneous receipts of the govt. administrative dept.                  30 
n) Private income                                                                                700  




