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e Answer All Questions, each carry equal marks.

Q1: A demand schedule for pens of Economics students at AS College is presented in the

following table:
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“Find the following;

i) Price elasticity of demand when the price changes from Rs 5 to Rs 3 and Rs 3 to Rs S



i1) Price elasticity of demand considering the average price of Rs 5 and Rs 3.
iii) Price elasticity of demand when the qixantity demanded increases from 60 units to

100 units and when it decreases from 100 units to 60 units

iv) Price elasticity of demand when the quantity demanded is an average of 60 units and
100 units.
V) Why does the demand curve slope downward?

Q2: Suppose a tank manufacturer is producing in the short run where equipment is fixed. The
manufacturer knows that as the number of labourers used in the production process increases
from 1 to 7. the number of chairs produced changes as follows: 10, 17, 22, 25, 26, 25, and 23.
i) Calculate the marginal and average product of labour for this production function.
i) Does this production function exhibit increasing returns to labour or decreasing
returns to labour or both? Explain.
i) Explain what might cause the marginal product of labour to become negative?
1v) Why does a profit-maximizing producer would produce in stage-II and not in stage-I
or 1117 Explain.
V) What is the difference between Marginal Rate of Technical Substitution and Marginal
Rate of Substitution?
Q3: Explain the concept of “Qptimum Firm” using a suitable illustration and graph. Why is the
LAC curve considered an envelope curve?
Q4: The market demand and the supply functions for a particular good in a perfectly competitive
market are
Qp =80000-9000P

Qs=20000+6000P



1) Find the market equilibrium price.

it) Using the market equilibrium price, prepare a market demand and supply schedule at
the prices ranging from Rs 8 to Re 1.

i) Why is a perfectly competitive firm considered a “price taker and not a price maker”?

iv) In what respect monopolistic competition differs from perfect competition?

V) Using a suitable graph, show the price and output determination in the short run in a
perfectly competitive market.

Q5: What is the importance of distribution in economics? Discuss Marginal Productivity Theory

of Distribution using suitable illustration.
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