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'he Pure ECONOMICS

Instruction: Attempt any Five Questions. All questions carry equal marks. Extra Attempt of any
Question will not be considered.

Question No. 1

Discuss the subject matter of Economics with reference to Robbin’s definition of economics.
Question No. 2

Explain the law of diminishing marginal utility using schedules and diagrams.

Question No. 3

What are indifference curves? Discuss any three properties of indifference curves.

Question No. 4

What is price elasticity of demand? Describe at least three methods of measuring price
elasticity of demand.

Question No. 5

Discuss how price and output are determined under Perfect Competition.
Question No. 6

Define the term NATIONAL INCOME and explain how it can be measured.
Question No. 7

Explain the Marginal Productivity Theory in detail.

If C=1/10Q%-5Q?+550Q

a) What would be the Average Cost function?

b) What would be the Marginal Cost function?

c) What is the fixed cost?

d) What would be the Average Cost if Q=10Q =10Q=107?

e) Does the given equation show a long-run cost function? Why or why not?
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Question No. 1: Subject Matter of Economics & Robbins' Definition

¢ Define economics and explain Robbins' definition (scarcity and choice).

o Discuss key aspects: unlimited wants, limited resources, choice, and opportunity cost.

e Give real-world examples (e.g., budget constraints, resource allocation).
Question No. 2: Law of Diminishing Marginal Utility

o Define the law and explain its significance in consumer behavior.

e Present a schedule (table) showing a decline in marginal utility with consumption.

e Draw adiagram illustrating diminishing marginal utility.

e Explain practical implications (e.g., pricing strategies, consumption habits).
Question No. 3: Indifference Curves & Properties

e Defineindifference curves and their role in consumer choice.

e Explain three properties:

1. Downward Sloping — More consumption of one good requires sacrificing
another.

2. Convex to the Origin — Diminishing marginal rate of substitution.
3. Non-Intersecting — Each curve represents a different satisfaction level.
e Support with a diagram.
Question No. 4: Price Elasticity of Demand & Measurement Methods
o Define price elasticity of demand (PED) and its importance.
e Explain three methods of measuring PED:
1. Percentage Method - Formula-based calculation.
2. Total Revenue Method - Relationship between revenue and elasticity.

3. Point/Arc Elasticity Method — Using calculus or averages for precise
measurement.

o Use examples and graphs for clarity.
Question No. 5: Price & Output under Perfect Competition

o Define perfect competition and its characteristics (many sellers, homogeneous
products, price takers, free entry/exit).

¢ Explain short-run equilibrium (profit/loss scenarios) using MC=MR rule.
¢ Explain long-run equilibrium (normal profits, zero economic profit).

e Support with demand-supply diagrams.
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Question No. 6: National Income & Its Measurement
e Define nationalincome and its significance in economic analysis.
e Explain three main measurement methods:
1. Product/Value Added Method - Sum of value added at each production stage.
2. Income Method - Sum of factor incomes (wages, rent, interest, profits).
3. Expenditure Method - Sum of spending (C +1+ G + (X - M)).

o Discuss difficulties in measurement (informal sector, data availability, price changes).
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