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1. Attempt any 5 questions. Do not write anything on the question paper 
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Q2: A student says "an increase in price causes a decrease in demand", I say that is 

wrong. Explain why? 
 
Q3: What does it mean to say that market equilibrium is stable? 
 
Q4: How do the prices and the income affect the shape of the budget line? What 

happens if the price of one good rises? What happens if income increases? 
 
Q5: Briefly discuss the practical significance of cross price elasticity of demand 
 
Q6: MRS will have an influence on the shape of an indifference curve. What influence? 
 
Q7: What does “perfect competition” mean? State a few of the underlying assumptions. 
 
Q8: Why do monopolies arise? Give a few examples of underlying structures that can 

generate a monopoly in a market.  
 
Q9: If the price falls from 6 to 4, the quantity demanded rises from 8000 to 12000. 

Calculate the price elasticity of demand by using midpoints. What happens to total 
revenue (Price*Quantity) due to the price change? 

 
END OF SUBJECTIVE PAPER 


