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Instructions : (1) Answer the following questions.

4.

(2) Figures at the right indicate marks.

Explain the law of demand on the basis of law of diminishing marginal utility. 14
OR

Explain the consumer’s equilibrium with the help of budget line and an indifference

curve. 14
Explain any three characteristics of an Indifference curve. 14
OR
Prove that Price effect = Income effect + Substitution effect. 14
What is price elasticity of demand ? Explain its various types with help of diagrams. 14
OR
What is income elasticity of demand ? Discuss its various types. 14
Explain the Law of variable proportion in detail. 14
OR
Write a note on internal and external economies and diseconomies of scale. 14
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5. State whether the following statements are true or false : (Any 7)

(D
)
3)
4
)
(6)

(7
®)
©)

Utility means, a good or service’s capacity to satisfy human wants.

When MU is zero then TU is maximum.

Marshall could not explain the behaviour of the demand for inferior goods.
Keynes developed indifference curve analysis.

Opportunity line is positively sloped.

The effect of change in consumer’s Real income due to change in its demand is
known as price effect.

Income elasticity of demand for an inferior good is negative.
For a luxury good income elasticity of demand is positive and greater than 1.

When demand for a product is elastic, Ed >1.

(10) In short run all factors are variable.

(11) Various returns to scale emerge in the short run.

(12) Return to scale are related to the change in the factor proportions.
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Note : The marks of the question are indicated on the right side.

1. Discuss the definition of Economics given by Robbins critically. 14
OR

1.  What is micro economics? Discuss its scope and limitations. 14

2. What is Utility ? Discuss the characteristics of Utility. 14

OR

2. Explain the law of demand from the law of diminishing marginal utility. 14

3.  Explain the meaning of demand, discuss the determinants of demand. 14
OR

3. Explain the law of demand, discuss its assumptions and exceptions. 14

4. What is supply ? Discuss the factors affecting supply. 14

OR
4.  Explain average fixed cost, average variable cost with the help of a diagram. 14
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5. Write the answer to the following questions in one or two sentences : (Any seven)

(1
)
3)
4
)
(6)
(7
®)
©)

Who said that economics is the science of wealth ?
What is economics ?

What is income effect ?

What is substitution effect ?

What is supply in economics ?

Discuss the exceptions to the law of supply.

What is the price elasticity of demand ?

Give the meaning of income elasticity of demand.

What is production in economics ?

(10) Give the meaning of production function.
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