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How does excess capacity arise in monopolistic

competition?

Meena is very fond of eating gulab jamun and her
demand for gulab jamun is more in winter season.
Considering the above information true, show
how will her demand curve for gulab jamun

changes during monsoon?

Mr. A sells cupcakes at the price of Rs. 50. He
employs 10 workers in his shop. Each worker is
paid Rs. 200 per hour. What is the marginal
productivity of the 10" worker, if Mr. A is a profit

maximiser. {3=0)

“Negative substitution effect does not always result
in a downward sloping demand curve.,” Explain

with the help of diagrams. (9)

What will be the shape of indifference curves if
you measure number of one rupees coin on the x
axis and number of two rupees coin on the y axis?
If the consumer derives more marginal utility from
spending one rupee on y good than spending one
rupec on x good, is this a state of rest for the
consumer? [f not, then how will the consumer

reach a state of equilibrium? (9)
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“The law of variable proportion determines the

shape of short run cost curves”. Explain.

Why are isoquants downward sloping and convex
to the origin?

A producer employs Labour (L) and Capital (K)
to produce commodity X. The MRTS, , is 3 and
marginal productivity of labour is 3. What is the
marginal productivity of capital? {3=6)
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The figure above shows hypothetical MC, AC, and
AVC curves for a “representative” firm; di to d4
(and MR1 to MR4) are alternative demand (and

marginal revenue) curves that might face the

P.T.O.



