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1. Answer the following questions (any ten) 

1x10 100 

(a) What is ordinal utility? 

(b) State the law of equimarginal utility. 

(c) Define indifference map. 
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What is the marginal rate of substitution (d) 
between two perfectly complementary 

How do you calculate the marginal rate of 
( 

technical substitution? 

goods? 

curve for perfect 
(m) Draw an isoquant 

complements of factors. 
e) What is substitution effect? 

Mention the 'Giffen paradox'. for 
(n) Mention one important 

decreasing returns to scale. 

reason 

(9) What is meant by production? 

(o) Define variable factors. 

h) Give one example of implicit cost. 

(p) What are iso-utility curves? 

What is meant by a person be risk lover?(i)

Why is average revenue curve of a firm 

under perfect competition horizontal? 
Why is the long-run average cost curve

U-shaped? 
TT 7 T U-gffa ? CAI 19 ? 

r) Why are selling costs not incurred in 

(k) What is iso-cost line? 
perfect competition? 
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2. Write short answers of the following questions 

(any fve) 

) Show that average cost is the 

combination of average fixed cost and 

average variable cost. 
2x5-10 

What is meant by the slope of an iso-cost (a) 
line? 

(g) What is strong ordering? 

T ? 

and 
b) Distinguish between gross demand and (h) Distinguish between risk-averter 

(h) 
net demand. risk-neutral individuals. 

1- T 

c) Can we apply the law of diminishing

marginal utility to money? Give reason. 
State the two conditions for equilibrium 

( 
of firm under perfect competition.

(d) State Slutsky's equation. What is a marginal firm? 

(e) If B=x Py +y Py where B represents 

money income of the consumer, Pz and 

Py represent prices of goods x and y 

respectively, 

equation. 

3. Answer the following questions (any four 
5x4-20 

T ( CPIAI BA0) : 

find the slope of 

explain the principle of 
(a) Briefly 

diminishing 
substitution. What role does it play in 

shaping indifference curves? 

rate of marginalT B = x P +y Pu , TT B TT 

T, PT P x y T 7, 3+2-5 

(Turn Over) 
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(e) Examine the following data on outputs 

What type of returns to 

and inputs. 
scale does it represent and why? Give 

2+3 5 
arguments 

income-consumption curve? (b) 
Derive income-consumption 
What is 

curve for 

1+4-5 normal goods. 

Captal (A) (K) Labour ) L)Output (Te MF7) (Q) 

3 
8 

5 

16 10 

(c) Explain the revealed (c) preference 12 32 
hypothesis. 5 20 

24 
40 64 

expansion 
path? Derive 

What is 
Fill in the blanks in the table below (d) expansion path with the help of diagram. 

1+4-5 1+1+1+2=5 

Average Average 
fixed 

cost () 

Output Total Total Total 
variable variable fixed 

cost () 
cost () 

cost () cost () 
Derive average fixed cost curve from total 

(g) 
fixed cost curve. T(T) 

50 

70 

100 

(h) Can a firm under perfect competition 

operate in the short-run when it is 

making 
condition with the help of diagram. 

120 

4 135 
explain the 150 losses? If so, 

6 160 1+4-5 

165 

Turn Over) 
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(d) State and prove Samuelson's 

fundamental theorem of demand. 

Mention any two limitations of the 

8+2-10 theorem. 

4. Answer the following questions (any four 
10x4-40 

(e) What are the assumptions of N-M utility 

function? How can N-M utility index be 

constructed to explain the choices by an 

individual under risky and uncertain 

situations? Explain. 

(a) With the help of indifference curve 

analysis, derive individual and market 
demand curve. 6+4 10 2+8-10 

N-M Tf9OI F7R 4 R ? 

(b) Explain Slutsky substitution effect for a 
rise in price and for a fall in price. 

5+5-10 

State the law of diminishing returns. 

Why do diminishing returns to a variable 

input occur eventually? Can they become 

negative? If so, why? 4+3+2+l=10 
(c) What is by inter-temporal 

choice? Explain inter-temporal choice of 

2+8 10 

meant 

consumption. 

TCT T7T? 
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g)What are increasing returns to scale? 

Show them on an isoquant map. Explain 

the causes of increasing returns to scale. 

Distinguish between market price and 
normal price. Explain the determination 
of market price in the very short period 
under perfect competition. 1+5+4-10 4+6 10 

PATTATGeT7AT4T ? -TeI7 ATAÍD 

(h) 
marginal product of a factor? As outpuut 

is increased, marginal cost first falls and 

then beyond a certain point it rises. How 

would you explain it? 

Define marginal cost. How is it related to 

1+5+4 10 

TC? 

What is meant by firm's equilibrium? 

Explain how a firm arrives in equilibrium 

2+8 10 in the short-run. 
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