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Time : 3 Hours Marks : 100

N.B. i) All questions are compulsory.
ii) Each question carries 20 Marks.
iii) Draw diagrams wherever necessary.
iv) Use of simple calculator is allowed.
Q.1) Attempt any two of the following.

Nov. 2013—

PPAPERIL (), P, Code: 22694

a) Explaith'he following properties of indifference curves:

1) An indifference curve is convex to the origin.
(i)  Two indifference curves can never intersect.
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b) The table given below shows the marginal utility derived by Alice from two goods viz:

pizza and burgers.

Quantity MU of pizza MU of burger
T 90 50
e # 80 40
3 70 30
4 60 20
5 50 15
6 40 10

The price of a pizza is Rs.2 and of burger is Rs.1. She has an income of Rs.11 to be spent on the

two goods.

From the above table answer the following: (i) Given her income, what quantities of both goods
will Alice purchase to maximize her utility? (ii) What is the maximum total utility obtained from

the two goods?(iii) State the law of equi-marginal utility.

c) What-isshe income effect? Graphically explain the income effect for a normal good and

an inferior good..

Q.2) Attempt any two of the following.

a) Define production function. Explain the law of returns to scale.
b) Explain the producer’s equilibrium with the help of isoquants.
¢) The table given below shows the total product schedule of labour:

Units of labour Total Product (TP)
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55
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From the above table: (i) calculate the average and marginal product (AP & MP). (ii) Plot the
table graphically and explain the relationship between TP, AP & MP with the help of a diagram.

Q.3) Attempt any two of the following.

a) Graphically explain the relationship between Average & Marginal cost.
b) Calculate the following costs from the table given below: TC, AFC, AVC, ATC & MC.
Plot the table graphically and explain the behavior of all cost concepts from the diagram.

" Units of Qutput [[FC [TVC
i 0 50=| 0
1 50-| 10
2 50-1-30
3 50 | 60
4 50 { 100
5 50150
6 50°1 210

c) Explain the relationship between AR, MR and TR in a competitive market.

Q.4) Attempt any two of the following.

a) What are the features of a competitive market?

b) What is normal profit? Explain the equilibrium of a firm under short run with (i) Super
normal profit, and (ii) shut down point.

c) Describe the concept of consumer’s surplus diagrammatically.

Q.5) Write a short note on any two of the following.
a) Concept of strong and weak ordering in consumer preferences
b) Cobb-Douglas production function
c) Equilibrium of a firm using TR and TC
d) Perfectly competitive markets have allocative efficiency in resource allocation
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