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‘W Instructions for Candidates

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

2.  Attempt any five questions.

3. All questions carry equal marks.

4. Use of simple calculator is allowed.

g

5. Answers may be written either in English or Hindi; .
but the same medium should be used throughout the
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1. (a) Differentiate betwéen positive and normative
economics. Are the following statement positive

or normative?
(i) Annual GDP growth rate sliould be 8%.

* (ii), More subsidies will increase the overall

expenditure of the government. “4)
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(b) “If a certain trade is good for one person, it is

always good for the other one.” Is this statement

correct? Explain your answer. 4)

(c) Suppose that there are 10,000 workers il; Denmark
and that each of these workers can produce either

2 computers or 30 units of wine in a year.

(i) What is the opportunity cost of producing

a computer in Denmark?

. (i) What is the opportunity cost of producing

a wine in Denmark?

- (iii) Draw Denmark’s production possibilities
frontier. If Denmark chooses to consume
10,000 computers, then how much wine can

it consume without trade? Label this point

-

on the production possibility frontier.

k)

(iv) Now suppose that the United States offers

to buy 10,000 computers from Denmark in
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exchange for 20 units of wine per computer.
If Denmark -continues to consume 10,000
computers, how much wine will Denmark

be able to consume after this deal?

(10)
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(@) “afk w5 FlRew =R vw wfa @ e s e, @
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w27 FT IW WE AR

(W) W AR B I § 10,000 w0 F IR T A
WA AN TR af ¥ A @ 2 wgew W 30 afe

qET 6 IR & aHal Bl




2070

()

(ii)

(iv)

5
TS A T FUE D IeUET H A AR

a7 87

T A UF GIEH o IR 9 FEE SR

=0 87

T A STe GvEe G Y i) ai
I[P 10,000 FHLEX S ITRT HEN T 2,
W 78 B R & el Qe W 3T R
THA 87 ISR G e v W g
W A AT

I A AR B e Ton AR T A
20 T T IR FYET D 9E 10,000 FHELX
whE YT w81 AR TG 10,000
FHYET H ITAN FHEN N @ 8, W T
R & 9T I fherl AT W SN W

e ?




2070 6 ‘

2.

(a) An early mphsc;on in India destroyed the production
of oranges. Explain what happens to consumer
_surplus in the market for oranges. Explain
what happens to consumer surplus in the mz;rket
for orange juicé. Explain your answer with

diagrams. ' (6)

(b) Suppose the price elasticity of demand for salt is
| about 0.4. If one kg of salt currently costs 50 and
thé government wants to reduce its consumptiond
by 20 percent, by how much should it increase the

_ price? , (6)

(c) Using the information given in the table below,

calculate cross price elastig:ity of the good X with

‘

respect to Y (using mid-point method). How are

the two goods related? Comment. (6)
BEFORE __ AFTER
Price () | Quantity | Price (0) . | Quantity
X 200 -1 40 200 - |60 7
Y,

400  -[30. 500 20

o et et

o
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A T W & T Y T A TREE 0.4 B
IR T fohell e St S AT 350 B S AR
TS wI A 2onf§mﬁwmm%,ﬁaﬁ
o ¥ fhen gl wen wiRe?

T QT o F QT TEHAQ B SR 6,
Y 3 e ¥ aeg X o e e o) e SR
(wem - g R =1 S o )1 I Tl e TR
et 37 ol fikm

ﬁs%r  mE ¥

X 200 . 40 200 1 60

Y 400 30 500 20

P.T.O.
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3. (a) Suppose a country does not allow imp’orfs of
clothing. In its-equilibrium without trade, a j'acket

- costs 200 and the equilibrium quantify is 30,600
jackets. Once they-open for trade the market price
of a jacket falls to the world price of 160. The
number of jackets consumed in.the country rises
to 40,000 while the number of jackets produced
declines to 10,000.

(i) Draw a graph for the above situation and

label all the points clearly.

(i) Calculate the. change in consumer surplus,
producer surplus, and total surplus that

results from opening up trédc. ®)

~ (b) What is price floor? What will be the impact on

the market outcome if the government imposes a

price floor on a commodity at a price below its’

equilibrium price? : ‘ “4)

A
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(c) Using supply-and-demand .diagrams, show the
effect of the following events on the market for

cotton sarees.

(i) A bad weather condition damages the
cotton crop and simultaneously the price

of other sarees fall.

! (il New knitting machines are invented.

(6)

Y () w AR B A I wwE D W A S A
et 1w B B st G ¥, v e @
: 200 ¥ 3R GgE WET 30,000 WD Bl UH 9K W
! q R T G I ¥ A She W ST 160
‘;j o g e W AR e R Y ¥ ww T S
T T 9gT 40,000 B WY 8 Sl Ieied Sl .

S G ¥ 10,000 B VRN 81

(i) SWaw fafe & fow tw ww T sk af
gl we w ¥ daw AR
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(i) =R e ¥ ST PR, SwEE SRRy
IR Fo ARRAT ¥ yRaxtr o Wi AR

-

(@) WEE TR T 27 AR WEHR el 9w W I AgeT
T ¥ A W WEE IR A G 8 A eI
& qRO W W YT wea?
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i sl

(i) € g Wl o e R s 2

4. (a) Is it possible for a reduction in the tax rate to
increase the revenue collected and reduce
the deadweight loss? Explain in detail using

graphs. (6)
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(b) If the market for sugar has very elastic supply
and very inelastic demand, how would the burden
of a tax on sugar be shared between consumers

and producers? 4

(c) Draw a budget constraint and indifference curves
for Burger and Soda assuming both are normal
goods.. Show whét happens to the budget constraint
and the consumer’s optimum when the price of
burger rises. In your diagram, decompose the
change into an income efféct and a substitution

effect. (8)

(@) = A R AN Tt o W gfy it Ssae
g ¥ W 99T 87 U B IUART e RER ¥

W)

(@) ot 9 ® TR ¥ 9gd APER WY AR §gd
FAER AT 2, W A W AR A q Iuha AR
I @ W DY aEr e ween?

P.T.O.
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(1) =R SR G ® e a9 WO AR S 5 TN,
Ig W g Fr OF e aegd #) 9w wRie iy w i
W A T T AT A s Il @ TEE W
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IR wRer v ¥ el ke

5. (a) Differentiate between a public good and a common
resource using examples. What is thé major reason

for market failure? (6)

(b) What are corrective taxes? Is it a better way to
protect the environment from pollution than

regulations? (6)

(c) Alcohol consumption can lead to more accidents
of people who do not drfink. What kind of
externality does alcohol exhibit? Draw market for
alcohol and label the market equilibrium and the

socially efficient level of output. 6)
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6. (a) What is game of strategy? Give some examples.

“4

(b) Why are Indifference Curves bowed inward? Draw
indifference curves of perfect complements and

perfect substitutes. (6)

P.T.O.
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(cy Explain how an increase in the wage can
potentially decrease the amount that a person

wants to work. (8)
(%) Wril @ @ T B[S TeEW@

(@) S 9% SR A IR T g o 37 O &
IR ool iR & SRiM o S|

(@) a5 e B Yo ¥ 9fy gulRe w0 A 39 wE A
B T IR AR 2 P S =R w
2

7. (a) Free markets produce the quantity of goods
that maximizes the sum of consumer and

producer surplus. Explain this statement using

graph. (6)

(b) What are the actions that can be taken by players

to address asymmetric information in a game?

4)
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(c)-Suppose that a market for soap is described
by the following supply and demand functions:
Qs = 3P and Qd = 200 — P where P is price
of 'soap. Calculate the equilibrium price and
quantity of soaps. Suppose a tax of 40 is
imposed on' sellers. Solve for the new equilibrium.
What ‘happens to the price received by seller,
price paid by the buyers and quantity
sold? Calculate the deadweight loss due to this

tax. ‘ (8)

() MEE TAR IT AR W AW W I A §
N T SR SeTEE SRR @ A R st
=i § T ™ T W v @ e
ey

(@) ﬁqw@ﬁfmﬁa#mﬁammmaﬁmmﬁ-
& fog wr waE S W e 87

P.T.O.
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