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Candidates are allowed additional 15 minutes for only 

reading the paper. They must NOT start writing during this 

time. 

Answer Question 1 (Compulsory) from Part I and five 

questions from Part II, 

The intended marks for each questions or parts of questions 

are given in brackets [ ]. 

Part-I (20 Marks) 

Answer all questions 

Question 1. 

Answer briefly each of the following questions (i) to              

(x):       [10 x 2]

(i) What is meant by income elasticity of demand? 

(ii) Technical advancement leads to cost-saving. With the help of 

a diagram, explain the effect of technical advancement on the 

supply curve. 

(iii) Explain the meaning of M1 and M, supply of money. 

(iv) State the indifference map 

(v) What is meant by the fiscal policy? Name any two 

instruments of fiscal policy. 

(vi) Give two differences between Current Account and Capital 

Account of Balance of Payment Account. 

(vii) What is meant by budget line? 

(viii) Explain the meaning of social cost with the help of an 

example. 

(ix) Distinction between supply and quantity supplied. 

(x) What is the cross elascity of demand. 



Part - II (60 Marks) 

Answer any five questions. 

Question 2. 

(a) Why is an indifference curve is convex to origin [3] 

(b) Discuss with help of diagram, the concepts of increase of 

demand and extension of demand. [3]

(c) Explain the derivation of market demand curve from the 

individual demand curves. [6] 

Question 3. 

(a) What does zero cross elascity of demand between two goods 

imply? Give an example to explain. [3] 

(b) What is meant by income elascity of demand. [3]

(c) With the help of the diagram Explain various degrees or 

magnitudes of elascity of demand [6]

Question 4. 

(a) Distinguish between intended supply and actual supply. [3] 

(b) Explain briefly the exception of law of supply. [4] 

(c) Define price elascity of supply :Draw diagrams, when price 

elascity of supply is, equal to one, Greater than one and less 

than one. [6]

Question 5

(a) Classify the following into fixed cost and variable cost giving 

a reason for your answer 

(i) Expenses incurred on raw material 

(ii) Interest on capital 

(iii) Salaries to permanent employees [3] 

(b) Draw the TR and AR curves under perfect competition, with 

the help of a schedule. [3] 

(c) Discuss four differences between perfect competition and 

monopolistic competition. [6]

Question 6. 

(a) Explain the primary functions of money. [3] 

(b) Explain the following functions of the Reserve Bank of  

India: [3] 

(i) Banker to the government 

(ii) Issue of currency notes 

(c) Explain the mechanism of credit creation by commercial 

banks with the help of an example. 

Question 7. 

(a) Explain two effects of deficit financing. [3] 

(b) Explain four important features of a government budget: [3] 

(c) Define fiscal deficit, primary deficit and revenue deficit. 

Discuss their implications with reference to India.[6] 

Question 8. 

(a) Difference between money flow and real flow [3] 

(b) Difference between factor payment and Transfer payment.[3] 

(c) Does an increase in national income necessarily lead to an 

increase in economic welfare? Discuss. [6]

Question 9. 

(a) What is injection and Leakages. [3] 

(b) Explain briefly two quantitative and two qualitative measure 

taken by RBI: [3] 

(c) Make a detail study of circular flow of national income in two 

sector ,three sector and open economy [6] 


