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7. Explain the process of det:e'r,minatio%l of consumer
equilibrium by using utility theory in case¢ of (i) single

good, (ii) more than a single good. What are the
shortcomings of this theory? (10,10)
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. 8. A competitive firm can earn only normal profit-in the
- long run. Explain by using suitable diagram.
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Instructions for Candidates

1. Write your Roll No. on the top immediately on receipt
of this question'paper.

2. Each question carries, equal marks.
3. Answer aﬁy five.

4. Answers may be written either in English or Hindi;
but the same medium should be used throughout the

paper.
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Differentiate between price elasficity of demand and

income elasticity-of demand. Explain the factors which

affect the value of the price eldsticity of demand.
(10,10)
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Explain the concept of returns to scale. With the help -

of iso-quants explaih constant, -incréasing and
decreasing returns to scale respectively. (5,15)
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How does the shape of the long run supply curve of

" the competitive firm change with the changes in cost
conditions? 20y
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. Show with the help of diagram the re‘lationsﬁip between -

various short period cost curves. Why is the short run
average cost curve U —shaped? (10,10)
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“Price effect is a summation of income effect and
substitution effect.” Explain diagrammatically in case
of a, ' : ) '

(i) Normal good a;1d,
(i) Iﬁferior ng&. | (10,10)
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Write short notes on any two of the following :

(a) Production Possibility Curve

" (b)-Producer’s Surplus
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