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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. What is a market economy?                                                                                       (1) 
2. Define Production function.                                                                                        (1) 
3. What happens to equilibrium price if there is a decrease in its demand and increase  
    in its supply?                                                                                                               (1) 
4. Define budget set.                                                                                                      (1) 
5. What is meant by increase in supply?                                                                        (1) 
6. Differentiate between explicit cost and implicit cost.                                                  (3)  
7. State any three factors that cause an increase in demand of a commodity.              (3) 
8. If the price of a commodity falls from ₹60 to ₹58 per unit, its supply contracts from 
    400 units to 450 units. Find out the price elasticity of supply.                                    (3)                                            
                                                              (OR) 
    Due to 10% rise in the price of a commodity, its quantity supplied rises from 400 to  
    450 units. Calculate its price elasticity of supply. 
9. Explain the geometric method of measuring price elasticity of demand.                   (3) 
10.How is production possibility curve affected by unemployment in the economy.      (3) 
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    Explain with the help of diagram. 
11. Define Marginal cost. Explain its relation with Average Cost.                                 (4) 
12. A consumer consumes only two goods x and y. At a consumption level of these  
      two goods explain the equilibrium condition of the consumer.                                (4) 
13.Under perfect competition the seller is a price taker, under monopoly he is the price                 
      maker. Explain.                                                                                                        (4) 
                                                                     (OR) 
     Mention the principle features of oligopoly. 
14.What is producer’s equilibrium? Explain it through marginal cost and marginal    
      revenue approach. Use diagram.                                                                            (6) 
15.(a) What is budget line? What does the point on it indicate in terms of prices? 
     (b) A consumer consumes only two goods x and y. Her money income is ₹4 and 
         ₹2 respectively, answer the following questions. 

(i) Can the consumer afford a bundle 4x and 5y?  
(ii) What will be the MRSXY  when the consumer is in equilibrium? Explain.            (6) 

16. Market for a good is in equilibrium .What is the effect on equilibrium price and  
      quantity, if proportionate increase in market demand is greater than increase in  
      market supply? Use diagram. 
                                                              (OR) 
      Explain the following situations with the help of diagram:                                        (6) 

a) Effect of change in demand on the equilibrium price, when supply is constant. 
b) Effect of change in supply on price, when demand is constant. 
c) Effect of simultaneous change in demand and supply on price. 

                                                SECTION-B 
17. State the relationship between APC and APS.                                                        (1) 
18. The price of US dollar has fallen from ₹50 to ₹48. Has the Indian currency 
appreciated (or) depreciated.                                                                                         (1) 
19. What is meant by cash reserve ratio?                                                                      (1) 
20. Define multiplier.                                                                                                       (1) 
21. Mention any two non-tax revenue receipts.                                                              (1) 
22. How can budgetary policy be used for reducing inequalities in income and wealth? 
                                                                (OR) 
      State any three objectives of government budget.                                                   (3) 
23. In an economy income increases by ₹10,000 corer as a result of a rise in   
investment 
expenditure by ₹1000 corer. Calculate   

(a) Investment multiplier         (b) Marginal propensity to consume.                         (3) 
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24.State the demerits of floating foreign exchange rate.                                                (3) 
25.How does money solve the problem of double coincidence of wants?                     (3) 
26.Can an economy be in equilibrium when there is unemployment in the economy?  (3) 
27. Distinguish between balance of payments on current account and balance of 
payments on capital account.                                                                                         (4) 
28. How do open market operations work as a method of credit control?                     (4) 
29. In an economy  C=500+0.75Y and I=800.(here C=consumption & I= investment) 
Calculate the following: (i) equilibrium level of income   (ii) consumption expenditure at 
equilibrium level of income.                                                                            
                                                                 (OR)                                                               (4) 
     Calculate  multiplier  when MPC is  (i) 0   (ii) 0.6   (iii)1  and(iv) 0.9  
30.Explain the process of credit creation by commercial banks.                                    (6) 
31. Classify the following into revenue receipts and capital receipts ; justify your answer. 
 (a) Recovery of loans.             (b)Dividends on investment made by government 
 (c) Customs duty                     (d) Sale of public undertaking                                       (6) 
32. State the meaning of inflationary gap and graphically represent the concept. Explain 
    any one fiscal measure to remove this gap. 
                                                                  (OR) 
      Draw a straight line consumption curve, from it derive saving curve and explain the  
  (a) level of income at which APC=1 

   (b) level of income at which APC is negative                                                              (6) 

                                     
                                                                            




