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INTERMEDIATE EXAMINATION - 2019
(ANNUAL)

ECONOMICS

Note :Answer All qustions.
Total No. of Questions (F& ueHi ®I we) : 83

Time : 3 Hours 15 Minutes (W93 : 3 9= 15 fAFie) Full Marks (guri®) : 100

Instructions for the Candidates : gfienfefal & fer RAdw

1. Candidates are requiredto give their answers in their own words as far as practicable .
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2. Figures in the Right Hand Margin Indicates Full Marks .
Biftdl ik 2Rl R A g o/ gonies fRfde w21

3. 15 Minutes of Extra Time has been Allotted for the Candidates to Read the Question Paper .
39 U U3 B HYdd ugH @ o 15 Mee @1 aififRea wwg R man 21

4. The Question Paper is Divided into Two Sections :Section — A and Section —B .

¥E U9 UF S WUSI A ¥ 1 WUS — AT @WUs - B

5. In Section — A |, there are 50 Objective Types Questions which are Compulsory . Each carrying 1
Mark . Darken the Circle with Blue / Black Ball Pen against the Correct Option on OMR Answer
Sheet provided to you . Do Not use Whitener / Liquid / Blade / Nail etc on OMR Sheet, Other the
Result will be Invalid .

@ug — A, 1 50 arg] e wed g1 Wt uw sfard g, e @ o 1 eie fuiRa ®i1s9 &1 sWw
Suetel B T OMR ¥ 31 ®H QY T |l aa & e / F1d Sf@.09 F W B ff yer &
FEeTR / WRagard / @i / g e &1 SR gRa®t A wa dA w4 @ sl wanaRum s
A

6. In Section — B, there are 26Short Answer Questions , Each carrying 2 Marks , Out of which Any
15 Questions are to be Answered . Apart from this , there are 8 Long Answer Questions | Each
carrying 5 Marks , Out of which Any 4 Questions to be Answered .

wug — B, # 25 agsadia uv ¥ ude uvd @ o 2 o FRuifa &, i ) 8 15 ueni @
SER 21 A B 39a faRe 39 @wve 3 8 &id wudly uwd @A M 21 uds & ol 5 3@
fAuifRa 2, rad @ 58 4ueat @ gav = 21

7. Use of any Electronic Appliances is Strictly Prohibited .
fFf ybprR @ ARG SuBRu &1 yA yofaar afsta )
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Q.1.

Sol.

Q.2

Sol.

Q.3

Sol.

Q4.

Sol.

Q.5.

Sol.

Q.6.

Sol.

SECTION-A(wvs - 31)
Objective Type Questions/ axgfus

auite aredere & a=mia o § feaer swoas feo S & 7
(AT a1 (B) gui ATIR (C) T ST (D) Swjga |4

Which of the following is studied under Macre Economics 7
(A)National Income (B} Full Employment  (C) Total Preduction (D) All of these
(D)

Nidw FHE goa: [H9 a2 @) 9w § ?

(AygTa (B) STHFT o9 & (C) BHITT P (D) 379 ¥ H1§ T8
To which factor, economic problem is basically related to -

(A) Choice (B) Consumer's selection

(C) Firm selection (D} None of the above

(A)

A syatfiar s o aeafoues & -

(A*) TR (B) wsn. ¥ (C) Tas (D) feaw
The propounder of Law of diminishing marginal utility is -

(A) Gossen (B} Adam smith (C) Chapman (D) Hicks
(A)

fre wr B gl @ goud FH @9 & G ¥ 9fg A8 g ?

(AyrfRad awgl (B) enzwemd awl  (C) faenfaa avgy (D) 37H ¥ BIg 98
Inwhich type of goods, price fall does net make any increase in demand ?

(A} Necessity Goods {B) Comfort Goods {C) Luxury Gaods (D) None of these
(A)

d o @9 [P geR 3 B 27

(A) A (B) "im Cyw (D) 91

How many types elasticity of demand has 7
(A} Three (B) Five (C) SiX (D) Seven
(B)

- I Fem @ faer @ ga afduee o9 9 ?
(AyFreiet (B) W= (C) Rawret (D) f=

Who basically propounded the concept of law of Equimarginal utility ?
(A} Marshall (B} Gossen (C) Ricardo (D) Mil
(B)
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Q7. a8 B - " g9 R e gongs & ) e aRafia 53 o wwd 87

(A)SFIHTA (B) diclasian (C) aifieiermTer (D) &

At which time all the factors of production may be changed ?

(A} Short run (B} Long run (C) Very long run (D) All of these
Sol. (B)

Q.8. ARG U B FEE FeG § —
(A)3ToTdTel Td aTE®E Al | (B) crE®a ¥
(C) 2ToadhTa & (D) aifa Sdea @

Law of variable problem is related to -

(A} Both short run & long run (B) Lonrun
{C) Short run (D) Very long run
Sol. (C)

Q.9. H#ifgs arma A f=faiea & fFa afafaa & amm g 7
(AYATHT o (By &mad el (C) sremad arTd (D) Swfaw it

Which of the following is included in‘money cost ?
(A} Normal Profit (B) Explicit Cost (C) Implicit Cost (D) All of these

Sol. (D)

Q.10. TUES F A@F H gRgdd &1 g91g —

(ARer d aRadefia arel @« ogdt B (B) ®aet uRacelia ANl 9% 9%dl §
(C) $3a1 R Al W) 9Sar B (D) 39% | ®1F &
Change in quantity of production has effects on -
(A} Both Fixed and Variable Cost (B) Only vVanable Cost
(C) Only Fixed Cost (D) None of above
Sol. (B)

Q11. PR I9R AR=MRHA SO =& 7

(A) THTRAER (B) voifirae afyzifre
(C) (A) q21 (B) I1 # (D) 9o A
Inwhich market AR = MR ?
(A} Monopoly (B) Monopelistic competition
(C) Both (A} and (B) (D) Perfect competition
Sol. (D)
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Sol.

Sol.

Sol.

Sol.

Sol.

Sol.

qui ufqaifar & qor Rer WA e ?

(A) AR (B} MR (C) ARTaT MR (D) 374 4 PI§ T8

In perfect competition which of the following remains constant ?

(Ay AR By MR (C) Both AR and MR (D) None of the above
()

gfd fgq &1 A=foied 4 sF-a1 woq gafia awar g ?

(A) S =1(P) Bys= [%] (C)S=1Q (D) g78 @ W =

Which of the follewing function shows the law of supply 7

(A S =1(P) BYS= |KE \‘ (C)yS=1Q (D) None of these
NS

(A)

qfd # F & FRERIRId 3 BA-—H B0 § 2

(A) FeuTEH o # afg (B) WM Il ) Hl | alg

(C) 92 % wHf & e | @t (D) Soa |l

The reason of decrease in supply 18-
(A} Increase in production cost (B) Increase in price of substitute
(B} Fall in number of firms in the Industry (D) All of the above

(D)

S b Ugol dodl §. R ReR 2ex UcHl s ©Xd] &, 98 &9 91 9 deael & 7
(A) APP (B} MPP (C) TPP (D) SRIFT T4

A curve which rises first and starts declining after that is called ?
(A) APP (B) MPP (C)TPP (D) All of these

(D)

I ¥ 9iE & WEA-H G dNE U4 Gl aRgd Rl @ § SR —

(AYeredl STt 2 (B) ggal Saw € (C) ReR 3Ean & (D) 379 & &g 981
With increase in output; the difference between total cost and total variable cost -
(A} Decrease (B} Increase {C) Remains constant (D) None of these

(©)

fre groR # awg fadg urn W g ?

(AYerE wRraien (B) qoi wRrafian (C) THIfwR (D) wETfRrEr afm i
Which of the following does not characterize the business environment 7

(A} Pure competition (B) Perfect competition

(C) Monopoly (D) Moncpolistic competition

(D)
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Sol.

Sol.

Q.20.

Sol.

Q.21.

Sol.

Q.22

Sol.

TEER g fHY gerfar & 2
(A)yseares ufdha (B) faa=er geuen

(C) AR gaft (D) 39 W PIg T

What does a monepolistic market show ?

(A)Production Process (B) Distribution system

(C) Nature of market (D) None of these

(C)

tEeER & fou frafafea § o 91 o9 |98 § ?

(A) 7% Mg ffve 8t & (B) /T 9F RUIHE STcl drell B 8

(C) P fawg & Wra 2 9adl & (D) Swae W

Which one of the following is true for monapoly ?

(A} Firmis price maker (B) Demand curve slopes downwards

(C) Price discrimination possibility arises (D) All of the above

(D)

frdl avg &1 qew Fuifiz 21 @ -

(AVHT & gRI (B) it & g~ (C) ¥ a@ gfif & gR1 (D) RER g9

The price of a good is determined by -
(A} Demand (B) Supply
(C) Both demand & supply (D) Government

(€)

IR G AT B & -
(A) SR FETEFTEM geg ¥ (B) 9HF gF b (C) T g& |

Market price is associated with -

(A} Price for very short pericd {B) Normal Price
(C) Permanent Price (D) All of above
(A)

#f # oReada & A=folRea # A 319 § IR E 7
(A) SUNTHIT D1 3T H gRTda
(C) sHHE alg (D) Suya |/

Which is a reason of change is demand ?
(A} Change in Consumer's Income
(C) Population increase {D) Allof these

(D)

(D) 574 | Wi

(B) wrafaa agall & Ha § aRads

{B) Change in prices of Related Goods
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Q.23.

Sol.

Q.24.

Sol.

Q.25.

Sol.

Q.26.

Sol.

Q.27.

Sol.

TR A 9 B Pwa I9 fag w® FeAlRa @id g, <=1 -

(A) T%q @ T > I @ i (B) a5y M AT < gw] B YR

(C) axg @ w1 = wg &1 g (D) 379 ¥ PHIS T

Price of a good is determined at a point where -

(A) Demand > Supply (B} Demand < Supply  (C) Demand = Supply (D) None of these

(C)

it s s R -

(A) Srieme § IR @ TR Bl (B) awgall @1 el Fem @1
(C) WX | | &) dva ol (D) TT9IR # TE B DT B
Macro Economics studies -

(A} Employment opportunities in economy (B) Consumption Theory
(C) Elasticity of demand in Scooter (D) Price of wheat in market
(A)

WP & g Hfaied 9. P e £ °

(A) BT BT UfRATY (B) a7

(C) MEA | WG g T A (D) S9a |
Which one of the following is included in ‘Stock’ 7

(A} Quantity of money (B) Wealth

(C) Quantity of wheat stored in warehouse (D) All of these
(D)

ferarae wo fPad aftafora e 2 7
(A) GNPyp (B) NNPye (C) NNPec (D) e # T

Depreciation expenses are included in -
(A) GNPyp (B) NNPye (C) NNPge (D) None of these

(A)

g s # Feafafeg 8§ @ o wia o S g ?

(AYoTIH, Hoigdl & (B) TFTH, AWgR, 39
(C) FFIH, T4, S (D) w1, worgd, dTE, S, T

Which one is included in National Income ?
(A} Rent, Wage, Interest (B) Rent, Wage, Salary
(C) Rent, Profit, Interest (D) Rent, Wage, Salary, Interest, Profit

(D)
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Q.28.

Sol.

Q.29.

Sol.

Q.30.

Sol.

Q.31.

Sol.

Q.32.

Sol.

UH NI H HIA-1 & JhAferd Ww|ar 8 7

(Aymerfis (B) faxTra®

Which sector is included in an economy ?
(A} Primary (B} Secondary

(D)

(OGICE]

(C) Tertiary

fghaes &= & freafafag d o9 W W gftafem & °

(AYE (B) fafmior

Which one is included in Secondary Sector ?
(A) Insurance (B} Manufacturing

(B)

FH o pyE g g ?
(A} MPC + MPS = 0
(C) MPC + MPS = 1

Which one is true ?
{(AYMPC + MPS =10
(C) MPC + MPS =1
(C)

i & Pus oo FA-J §°

(AyIsh 1 A e (B) TR @) 39

Which is the determining factor for investment *?

(A} Marginal Efficiency of capital
(G) Both (A} and (B)

(©)

(C) =R

(C) Trade

(B) MPC + MPS < 1
(D) MPC + MPS > 1

(B) MPC + MPS < 1
(D) MPC + MPS > 1

(C) (A) 3R (B)EHI

(B) Interest Rate
(D) None of abave

P &1 e fagia Refafaa % Gud fig aws enfid s g 2
(B) 3T @1 IWATT & 919

(A) =1 qen ana @ 49
(C) g7r@ wen Faw = 9"

(D) TAHATHISTE

Keynesian multiplier establishes relationshop between
(B) Income and consumption

(A} Investment and Income
(C) Saving and Investment

(A)

(D) None of these

(D) T =

(D) All of these

(D) Ff&Ha

(D) Banking

(D) 574 | ®E T8
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Q.33. IR sraRrel @) geIm-
(APiT § asht 9 afg &t 2 (B) gfcf & T=ht & afg & &)
(C) qfdf Ta @1 g1 aRTeR B B | (D) 379 | I8 T
In the situation of deflationary gap -
(A) Demand increase reapidly (B) Supply increase rapidly
(C) Both demand & Supply are equal (D) Noneof these
Sol. (B)
Q.34. D F) epizoRen 4 YA € D G Pl fHG 99 Q BRI € 7
(A) OOt IR F=gerd (B) sTYrl IR =g
(C) (A) 21X (B) a9 (D) 3% | PIg T8
In Keynesian Econemics, the state of deficit demand is called as -
(A} Full employment.equilibrium (B) Non full employment equilibrium
(C) Both (A) & (B) (D) None of these
Sol. (B)
Q.35. A 9AT P NF Fe & forv FAEfeRe 7 o9 @ @iftd U U 9 wEd w7
(A) §F X H FHI (B) ot IR W ufafl wE
(C) THa PTG UG BT BH BIAT (D) Sugad wd
Which monetary measures may he adopted to correct deficient demand 7
(A) Reduction in Bank Rate {B) Buying securities in cpen market
(C) Reducing Cash Reserve Ratio (D) All of the above
Sol. (D)
Q.36. aw—fafma yonell @ f=faled 4 #9- @9 8 7
(A) TR Il (B) 3ol weA W glg
(C) i srmATTard A8 (D) SWIFrH
What are the advantage of Barter System ?
(A} Simple system (B) More mutual co-operation
(C) No Economic Disparties (D) All of above
Sol. (D)
Q.37. a1 faerd HH &1 T8 FgEA P 8 7
(Ayreg Hal, UH Hal, °g1g H=l (B) TE UL, 9T 9491, 99 Hal, 98 Hdl,
(C) Wrg H&T, 1 HET, 93 qE (D) 574 & P T
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Which is the correct order of money evolution ?

(A} Commeodity money, Paper money, Metal money

(B) Commodity money, Metal money, Paper money, Credit money
(C) Credit meney, Metal money, Paper money

(D) None of these

Sol. (B)
Q.38. FUIRE oI R FHR B A aTell TE FHN 9 A 8§ 7
(AyzITe] ST (B) &=t o (C) \rafds o (D) Sora Al
Deposits accepted by the commercial banks -
(A} Current Deposits (B} Saving Deposits (C) Time Deposits (D) All of these
Sol. (D)
Q.39. ATM &1 g0 &9 T 87
(A) T TIgw W (B) 3ifal T1EH W+l (C) dlieMes 2o 79 (D) (A) 3R (B) a1
The full form of ATM is -
(A} Any Time Money (B) All Time Money
(C) Automated Teller Machine (D) BothA &B
Sol. (C)
Q.40. |E FAEFv & gqE IRy FAEfefEd § BiF | 2 ?
(A) ®rA el nfid & (B) faeen faffa g3 4§ Reran amn
(C) STUEE Td QSR gig & IWa H (D) SURTE
Which is the major objective or credit control ?
(A} To maintain price stability (B) To stabilize exchange rate
{C) To promote production and employment (D) All of the above
Sol. (D)
QM. I=NT IF 5 - F7T AR H TR 2 7
(A) T H=1 (B) W@ Hq&T (C) foraa (D) 5774 | W+
Which type of currency is issued by Central Bank ?
(A} Currency notes (B} Credit money {C) Coins (D) All of the above
Sol. (A)
Q.42. fr=fofaa § 9 a9 oW aR § ?
(A) STIIR P[h (B) fagh &= (C) A e (D) 399 |
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Which of the following 15 an Indirect Tax ?
(A} Excise Duty (B} Sales Tax (C) Custom Duty (D) All of the above

Sol. (D)

Q.43. Tuic yig © gued Ffafsg awm g ?

(AT wifta (B) gutrma wrftat Cy{A) R (B)aFl (D) TTH | &8 72

Which is component of Budget Receipt 7

(A} Revenue (B} Capital Reciept (C) Bothe (A) and (B) (D) None of the above
Sol. (C)

Q.44. UG B & —

(A} SRTH (B) SUEIR (C) (AR (B) sHI (D) &4 & HIg 8

Direct tax -

(A) Income Tax (B) Gift Tax (C) (A) and (B) Both (D) None of these
Sol. (C)

Q45 M@ A A -V FI @ g & FF@ # gEq1 8 7
(A) Iofrme e (B)3w=a @™ (C) (A) 3T (B)2THT (D) 379 9 ®BIE T8

Which type of expenditure is made in bridge construction ?

(A} Capital Expenditure (B) Revenue Expenditure
(C) Both (A} and (B) (D} None of these
Sol. (A)

Q.46. @UR |ged &1 a9 Ad R} -~
(A) Isht & ai9-a9 9§ (B) awgeil @ @ @ foa w
(C) & Hfee qun WMWe | (D)3 wft

Balance of Trade means -

(A} Capital Transaction (B) Import & Export of Goods
(C) Total Debit and Credit (D) All of these
Sol. (B)

Q.47. ST el @ = et d fea affn fear sar 2 ?
(AYdfpT (B) SRR (C) o (D) T =i

Which one is the invisible item of Balance of payments ?
(A} Banking (B} Shipping {C) Communication (D) All of above

Sol. (D)
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Q.48. =g @ & FEfatag § dE-A 7| § 7
(A)gea wE1 & ST (B) wiedl &1 @wd (C)swn w&] @ fafd (D) swgam @it
Which one is the item of Current Account ?
(A) Import of Visible items (B) Expenses of Touris
(C) Export of Visible items (D) All of these
Sol. (D)
Q.49. Yol @ & aria PAafafea § s e 5 sman 8 2
(A) TRBRI HY (B) fastt @i (C) fad=h uwer faf=irt (D) Suda &t
Which one is the item of Capital Account ?
(A) Government Transactions (B) Private Transations
(C) Foreign Diregt Investment (D) All of above
Sol. (C)
Q.50. §fT SiruTer AT EI9OT fhw gy @Y TS ?
(A) 1990 (B) 1995 (C) 1997 (D) 2000
Banking Ombudsman scheme was announced in the year -
(A) 1990 (B) 1995 (C) 1997 (D) 2000
Sol. (B)
SECTION -B
Q.1. Write any two problems of an Economy. (1 Mark)
SRIIRT HI BIg &l AARIY fored |
Sol. (i) What to produce.
(i) How to produce.
Q.2. Mention any two factors that affect price of elasticity of demand. (1 Mark)
H11 B A Pl gAIfad w3 arell B8l |1 dwl B 9d1sy |
Sol. (i) Nature of commodity.
(i) Close substitute.
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Q.3.

Sol.

Q.4.

Sol.

Q.s.

Sol.

Q.6.

Sol.

What is the meaning of budget line ?

T ¥ F1 A4 § 7

Budget line is a line which shows all those combinations of two goods which a consumer can afford
by using his entire monetary on both the commodities. At every point on the budget line total income
will be equal to total expenditure. Budget line depends on prices of two commodities and monetary
income of consumer .

Vertical intercept of budget line represents the amount of Y commaodity that can be purchased by the
consumer if he spends his entire monetary income on'Y commaodity. Horizontal intercept of budget
line represents the amount of X commodity that can be purchased by the consumer if he spends his
entire monetary income on X commodity .

Budget line is a line which shows all those combinations of two goods which a consumer can afford
by using his entire monetary income on both the commaodities.

At every point on the budget line total income will be equal

to total expenditure. AL |

o

i

(Px x Qx ) + (Py xQyy) = M|

[#3]

Here - Px = Price of X commodity
Py = Price of Y commodity
Qx = units of X commodity ;
Qy = units of Y commodity and
M.l. = Monetary income of consumer.

=]

Units of Y Commaodity

—_

2 4 6 8 10X
Units of X Commaodity

O

Give two examples of variable cost.

qRiga eld dre & g1 STEIU i |

(i) Raw material (i) Labour

Mentionany two factors which affect the supply of a commodity.

] ® gt 1 wiE B gl BE 8 PR $ N 7

(i) Change in price of given commodity
(i) Change in price of input

What are the two main features of monopoly 7

TEIER @ 3 i fevae ®n g 7

(i) Single producer
(i) No close substitute available in market.
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Q.7.

Sol.

Q.8.
Sol.

Q.9.
Sol.

Q.10.

Sol.

Q.11.
Sol.

Who determines price under perfect competition ?

goi gfeifar § @ma Reko sF exar & ?

Y
&H A
") S, o )
8 £
a \ / o
P =
P /\ AR = MR
D,
: >X o > X
Quantity Quantity

In perfect competition market, the price of the commodity is determined by the powers of
market demand and market supply.

It means that the firms are adopting the dependent price policy, because they are producing a
very minute fraction, of the total supply of the market.

How is price affected by.increase in Demand ?

Demand of a commodity affects its price positively. Therefore as the quantity demanded increases
and supply remains constant, the,equilibrium price and equilibrium quantity, both will increases.

In the present diagram on the X axis -

Quantity of the commodity onthe Y axis —

Price of the commodity .

Quantity

What is Rent ?
Rent is any Payment to an owner or factor of production for use of the factor. Such as amount
payable to the landlord for the use of land.

Which who transactions determine Balance of Trade ?

Visible import and export of material goods.

Give two examples of Direct Tax.
Income Tax and Corporation Tax.
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Q.12.

Sol.

Q.13.

Sol.

Q.14.

Sol.

Q.15.

Sol.

Q.16.

Sol.

Q.17.

Sol.

Q.18.

Sol.

Q.19.

Sol.

Q.20.

Sol.

Q.21.

Sol.

What is meant by credit control ?
Credit control is @ major weapon of the monetory policy used to control the demand and supply of
money in the economy.

State any two qualities of good money.
{}] Acceptable to all
(ii) Curability

Write any two importance of Macro Economics.

(i} It is very important for evaluating the over all performance of the economy in the terms of
national income,
(i) It helps to bring a check on various national problems like inflation, unemployment,

balance of payment etc.

What is an open Economy ?

It is an econemy. in which there are economic activities between the domestic community & outside
people and Business can trade in goods & services with other pecple & businesses in the
international community & funds can flow as investments across the border..

What do you mean by GNP 7
Gross National Product at market price is the sum of market value of all final Goods and Services
produced by the normal residentsof a country during an accounting year .

Define Secondary Sector of the economy.
Inincludes industries that produce a finished, usable product are involved in construction. This
sector takes the out put of primary secter and manufactures finished goecds.

What is meant by aggregate supply ?
Aggregate Supply is the total supply of all final goods and services by all the producers or sellers of
the econorny at given price level.

Write two main causes of Excess Demand 7
(i} Increase in moneay supply due to deficit financing.
(i) Increase In demand due to Increase in credit-facilities.

What is meant by Monetary Policy 7

Monetary policy is @ programme of action undertaken by the central bank to control & Regulate the
demand. For supply of meney with the public & the flow of credit — to achieving predetermined
Macro economic goals.

Write any two recommendations by first Narsimham committee.
(i} SCR which are around 38 5% was bought down 28%
(i) CRR was also bought down 14% to 10%.
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Q.22.

Sol.

Q.23.

Sol.

Q.24.

Sol.

Q.25.

Sol.

Q.26.

Sol.

What is marginal utility ?

"The change in total utility with the consumption of one extra unit of the commodity, is known as
marginal utility ." or "The utility derived from the last unit of the commodity is known as marginal
utility "

MU = TU,—TUn_4

Here, MU = Marginal Utility

TU = Change in total utility

TU, = Total utility from ‘'n’ units of commodity.

What is the relationship between price and demand?
There is inverse relationship between price and demand.Expansion of demand with fall in price &

contraction of demand with rise in Price.

State the law of supply.
"Expansion in‘supply at higher prices and contraction in supply at lower prices, is known as law of

supply, when other factors remains constant.

PX SX P1
1 40 P
2 50 P,
3 60 8
= X
o Q Q qQ
Quantity

What is meant by Fixed Cost ?
The cost of production which incurred on fixed factors of production, is known as fixed cost. It does
not change with the change in output.

For example - Rent, wages to permanent employees, interest, Premiumeof insurance etc.

Explain the characteristic of Indifference curve.

(i) Points along with the same indifference curve represents the same level of satisfaction .
All the points along the same indifference curve represents all those combination of two
commaodities which provides the same level of satisfaction to the consumer.

Y
H

Units

1

> X

O x x
Units of x
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(if)

(iii)

(iv)

Different Indifference curve represents different level of satisfaction. If many indifference
curves are shown in single diagram then every indifference curve represent different level of
satisfaction.

Y
A

Units
ofy IC,
IC,

IC,

>X

Units of x
Curves nearer to origin represents lower level of satisfaction and curves which are away

from origin represent higher level of satisfaction.

Higher indifference curve represents higher level of satisfaction.

Higher “indifference curve shows higher level of satisfaction in comparison to lower

indifference curve, because along the higher indifference curve we are using more units of
Y

H

e
\A\ C

N IC,

<<

(5]

Commodity y
<

O X X, X, -
Commodity x
one commodity with the same units of another commodity or more units of both the

commodities. Therefore the satisfaction level of such combinations will be more .
Indifference curves are negative sloping. Indifference curves are always slopes downwards
to the right or negative sloping, because if consumer increases units of one commaodity, then

to maintain the same level of satisfaction consumer has to decrease the units of another

commodity.
Y
A
A
y
Units
ofy y, B
IC
X
O X X, >
Units of x
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So as the units of X is increased then units of Y has to be decreased and vice-versa. Due to
this negative relationship indifference curves are downward sloping .

(v) Indifference curves are convex towards the origin. Indifference curves are convex towards
the origin because marginal rate of substitution continously decreases. It is because as the
stock of one commaodity increases its marginal importance for the consumer will continously

Y
N
p A
E, B Convex to origin
‘é Q
£ R .4 C
3 D
S B ~—

O 12 3 4 > X

Commodity X
decreases, therefore he is ready to sacrifice lesser and lesser units of one commodity for
the every extra unit of another commodity to maintain the same level of satisfaction.

(vi) Indifference curve need not be parallel to each other.

Indifference curve may.be or may not be parallel to each other, it depends on marginal rate

of substitution. If marginal rate of substitution is same for two indifference curves then the
Y

H

faere 9i¥'S ate 3 qeret sifhfaas
TRAY AU, ATee UUE, ide-di,

TSIehd, Sited, Al 2o, de-3 3T

Ao udten usal U= 3 & f3e...
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Commodity Y

Ic,
o Commodity X

slope of the curves would be same and the curves would be parallel to each other. But if
marginal rate of substitution is different then curves would be non—parallel to each other.

(vii) Indifference curves never intersect each other. Two or more indifference curves never

intersects each other, because every indifference curve shows different combinations of two
goods which represents different level of satisfaction.
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(viii)

> &
=
S
Q
£
8v A
Y, C
IC,
Y, B
IC,
O X > X
Commodity X

If two indifference curves intersect each other then it will discard the basic assumption, that

higher indifference curve shows higher level of satisfaction

Indifference curves never touches any of the axis. Indifference curve do not touches any of
the axis, because if indifference curve touches any of the axis then it would mean that the

quantity of‘one commodity becomes zero.
Y

H

Commodity y
O

IC,

?» X
O Commodity X

If indifference curve touches X axis then it means that units of Y commodity becomes zero
and if indifference curve touches Y axis then it means units of X commodity becomes zero.
As ordinal approach considers that consumer is consuming two or more commodities at a
time.

Q.27. What are the exceptions of Law of Demand ?

Sol. The reasons responsible for this are as follows :

(@

(ii)

Giffen goods : There is a positive relationship between price of commodity and demand of
Giffen goods (such as Maize, barley, etc.), which means that there is a fall in demand of
giffen goods with the fall in its price and vice-versa. As the price of Giffen goods decreases
consumer shift the resourses from Giffen goods to normal or

superior goods and as a result demand for Giffen goods decreases even with the decrease

in their prices.

Prestegious goods (Goods of distinction) : There are many consumers which purchases
certain goods only for their prestige or to use those goods as to show their status (as a

status symbol).
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Q.28.
Sol.

(i)

(iv)

(v)

For eg. Jwellery, precious stones, old paintings, etc. As the price of these goods increases
they become more prestigious and that's why these type of consumers increase their
demand and as the price of these goods decreases they become less prestegious or
becomes a normal goods and that's why they will decrease their demand.

Necessay Goods : The demand of necessary goods is less affected by the change in price,
such as demand of food grains, salts, demand of medicine for patient, etc. The demand of
these goods does not decrease with the rise of price and demand of these goods does not

increase even with the fall in their price.

Addiction : When the consumer becomes an addict of using a particular commodity or
particular trademark or particular brand then his demand remains unaffected even with the

change in its price because he require a definite amount at definite time.

Expectation of further change in price in near future : As price of the commadity rises
and there ig expectation of further rise in price in near future then consumer will demand
more units of the commodity presently even with the increase in its prices (because the
consumer prefers to purchase the commedity when the commodity is cheaper).

But if the price of the commodity falls and there is expectation of further fall in price in near
future, then the consumer will decrease the demand presently even with the decrease in

prices.

Explain the law of Diminishing Return.

Law of diminishing returns :- In short run period, when other factors of production remains

constant. If MP decreases with the increase in units of variable factor, then it is termed as law of

decreasing returns.

Assumptions -

(i)

(i)
(iii)
(iv)
v)

This law is enly related to short run period.

One factor of production is variable while others are fixed.
Units of variable factor are homogeneous and divisible,
Management and production technique will remains constant.
QOutput is expressed in physical terms not in

Y

F. 9
Fixed | N [TP| AP | MP
Factors|{(V.F) Sutout
BE B 1 [40] 40 ] 40 e
1 | 2 |70]35] 30 AP
N 3 |0 30| 20 MP

> X
1 4 100] 25 10 Units of V.F.
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Q.29.

Sol.

Q.20.

Sol.

When this law applies to a firm its MP and AP of variable factor both decreases, with the increase in
units of variable factor, but MP is lesser than AP.
Therefore AP and MP both curves are downward sloping.

Explain the meaning of average cost. In short-run, why is the cost curve U shaped 7 Discuss.

“The cost of all types of means of production which incurred on the preduction of single unit of
output, on an average, is known as AC." It is the sum of average fixed cost and average variable
cost, therefore it is also termed as average total cost or per unit total cost. It can be calculated by

dividing the total cost by the total number of units proeduced.

AC=AVC + AFCORAC =TC/Q

Q [ AFC [AVC | AC \

0 |==of - | -- 1 . TIC

1| 106+ 100 | 200 AC= - AC
2| 50 |-g0 | 140 =AVC +AFC

3| 333 |80 | 1133 Cost

a| 25 | 8o 105

5| 20 | sa | 104

6| 166 | 90 | 1066

7 | 143 | 9711114 >
8| 125 105 | 1175 o Output

The slope of AC curve is just like ' shaped due to implementation of laws of returns in the firm.
Initially when law of increasing returns applies to the firm, its AC decreases When law of constant
returns applies AC reaches to its minimum point and later with the increase in output, law of
diminishing returns applies and that's why AC increases.

Explain the Income method for calculating National Income.

Income method involves the following steps :

{n Identification and Classification of Producing Enterprises : First of all the producing
enterprises in the domestic territory is identified which employ different factor input. Then all
the producing enterprises are broadly classified inthree —

(a) Primary Sector: Those producing enterprises are included in this sector which
produces goods by exploiting natural resources, such as land, water, forest, mines
etc. This sector includes agriculture and allied activities, fishing, forestry and
logging, mining and quarrying.

(b} Secondary Sector: Those producing enterprises which uses the produced goods

of primary sector as a raw material for production process, are included in
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Q.31.

Sol.

secondary sectors. Such as construction; manufacturing; water, electricity and gas
supply.

(c) Tertiary Sector: Those producing enterprises which produces services for primary
and seccndary sector is included in this sector, such as banking, insurance,

transportation, communication, trade and commerce, etc.

() Classification of Factor Income : The income received by different facters in these

producing sectors is classified in following groups :

(a) Compensation of Employees : |t is the Economic Return which is given to the
Labourer for their labour services which includes VWages and Salaries in Cash |
Payment in Kinds, Employers Centribution in Social Security Schemes, etc.

(b} Operating Surplus: It refers the Income from Property and Entrepreneurship. It
occurs in Private and Government Enterprises which includes Rent , Rovalty |
Interest and Profit (Dividend + Corporation Tax + Undistributed Profit) .

{(c) Mixed, Income : It refers to the Income of the Self Employed Person which uses
means«of production owned by himself such as income earned by doctor from his

own clinic, etec.

(1) Calculation of Domestic Factor Income (NDPge) : All these factor income is added at
individual enterprises level and then by adding factor income of similar enterprises we
receive factor income of industry and by adding factor income of all the industries we
receive NDPe.. While calculating domestic income we have to add all factor income which is
generated inside the domestic territory whether it is generated by normal residents or nen

residents .

(V) Calculation of National Income: National Income can be obtained by Adding Factor
Income from Abroad and Deducting Factor Inceme to Abroad.to NDPg. .
NMNPe- = NDFee + Net Factor Income from Abroad Net Factor Income from Abroad: It refers
to the difference between the income received from abroad for rendering factor services by
normal residents and the income paid for the factor services rendered by non—residents in

domestic territory of a country.

Explain the concept of Domestic Product. Distinguish between Gross Domestic Product and Gross
National Product.

Domestic preduct is the sum of value added by all the producers in the domestic territory of a
country during a year. It means all value-added activities which are performed within the domestic
territory would be included, whether this activity is done by the Indians or foreigners.
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Q.32.
Sol.

Gross Domestic Product

Gross National Product

Domestic product is the sum of value added by
all the producers in the domestic territory of a
country during a year, whether the value added

is done by Indians or foreigners.

Naticnal product is the sum of value added by
the Nermal residents of a country whether with
in the domestic territory or out side the

domestic territory.

It is an Territorial concept because it define

with the reference to domestic territory.

It is an Economic concept because it define
with the reference to productive efforts of

Normal Residents.

It does note include Net Factor Income from
Abroad.

It includes Net Factor Income from Abroad.

How employment is determined by savings and investment ?

The Equilibrium Level of cutput of an economy can be determined by AD.{C+ Iy and AS.{(C + S)

approach or by l'and S approach. Both these approaches provides the same conclusions. By S and

| approach, the economy will be in equilibrium at that income level where saving and investment are

equal or saving function curve intersects the investment function curve.

Y |C |8 | Efect on empt/
output/ Income
O 28|-20| 10 B T
4 H0(-10 10| aD-aAsctpe T
83| &b o 10 income T
1201110 [ +10| .. 10 —» Equitibium 2D - AS
160|140 [+20| 10 B
200170 (+30( 10 D« ASCUPLE L
240 | 200 (+40| 10 |
fcome «

» Y1
£ S
o
8
z 2 .
Q) 1 ]
E 1
Z 0 / >
> Y
= / National Income
28
-l
&

Y'\f

In the present diagram S8 is the saving function curve, which shows the desired saving at each

level of income by all the savers of the economy. Saving function clrve starts from below the origin

because at lower income levels savings are negative (because consumption is more than income).

As the income increases saving will also increases. That's why saving function curve is upward

sloping.

Here we assumes that firms plans to invest the same amount at different level of income

{autonomous investment), therefore investment curve is parallel to X axis.

At ‘E’ point in present diagram | = S, which shows the equilibrium point of economy. So at output

level 'OY’ planned saving and planned investment are equal to 'EY’. In the present example when

income was Rs 120 crores saving and investment are equal to Rs 10 crores each. Therefore Rs 120

crore is equilibrium level of income of economy.
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Q.33. What do you mean by inflation ? Does it affect price and output ? Give reason.

Sol. Inflation is a sustained increase in the general price level of goods and services in an eccnomy over
a period of time.
Bue to inflation the general price level rises, each unit of currensy buys fewer goods and services;
consequently, inflation reflects a reduction in the purchasing power per unit of money — a loss of real
value in the madium of exchange and unit of account within the economy.
In the situaticn the rising prices stimulate the preduction of all goods — both of consumption and of
capital gocods. As producers get more and more profit, they try to produce more and more by
utilising all the available rescurces the their disposal.
However, such favourable effects of inflaticn upon production are not always found. Sometimes,
production may come to a standstill position despite rising prices, as was found in recent years

in developing countries like India.
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