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CBSE SYLLABUS 2024-25

ECONOMICS (030)
CLASS -~ Xl (2024-25)

Theory: 80 Marks
Project: 20 Marks
Units
Part A | Statistics for Economics

Introduction

Collection. Crganisation and Presentation of Data

Statistical Tools and Interpretation

Introductory Microeconomics
Introduction

Consumer’s Equitibrium and Demand
Producear Behaviour and Supply

Forms of Market and Price Determination under
pearfect competition with simple applications

Part C | Project Work

Part A: Statistics for Economics

In this course, the learners are expecied to acquire skilis in collection, organisation and
presentation of quantitative and qualitative information pertaining to various simple
economic aspects systamalically. It also intends lo provide some basic statistical tools
to analyse, and interprel any economic informaticn and draw appropriate inferences. In
this process, the leamers are also expected to understand the behaviour of vanous
economic data.

Introduction 10 Periods
What is Economics?
Meaning, scope, functions and importance of statistics in Economics

Unit 2: Collection, Organisation and Presentation of data 30 Periods
Collection of data - sources of data - prmary and sacondary; how basic data is
coliected with concepts of Sampling, methods of collecting data; some important
sources of secondary data: Census of India and National Sample Survey Organisation.

Organisation of Data: Meaning and types of variables; Frequency Distribution.
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Presentation of Data: Tabular Presentation and Diagrammatic Presentation of Dala:
(i) Geometric forms (bar diagrams and pie diagrams), (i) Frequency diagrams
(histogram, polygon and Ogive) and (iii) Arithmetic line graphs (time series graph).

Unit 3: Statistical Tools and Interpretation 50 Periods
For all the numerical problems and solutions, the appropriate economic interprelation may be

altempted, This means, the students need to solve the problems and provide interpretation fos
the resulls derived.

Measures of Central Tendency- Asrithmetic mean, Median and Mode

Correlation — meaning and properties, scalter diagram; measures of correlation - Karl
Pearson’s method (two variables ungrouped data) Spearman's rank correlation
(Non-Repeated Ranks and Repeated Ranks).

Introduction to Index Numbers - meaning, types - Wholesale Price Index, Consumer Price
Index and index of industrial production, uses of index numbers; Inflation and Index Numbers,
Simple Aggregative Method.

Part B: Introductory Microeconomics
Unit 4: Introduction 10 Periods

Meaning of microeconomics and macroeconomics; posilive and normative economics

What is an economy? Central problems of an aconomy: what, how and for whom to
produce; concepls of Production Possibility Frontier and Opportunity Cost.

Consumer’s Equilibrium and Demand 40 Periods
Consumer's equilibnum - meaning of Utdity, Marginal Utiity, Law of Diminishing
Marginal Utility, conditions of consumer’s equilibrium using marginal utility analysis.

Indifferance curve analysis of consumer's equilibrium-the consumar's budget (budgst
set and budget Iine), preferences of the consumer (indifference curve. indifferance
map) and conditions of consumer's equilibrium.

Demand, market demand, delerminants of demand, demand schedule. demand curve
and its siope, movement along and shifts in the demand curve; price elasticity of
demand - factors affecting price elasticity of demand; measurement of price atasticity of
demand — percentage-change method and total expenditure method.
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Unit 6: Producer Behaviour and Supply 35 Periods
Meaning of Production Function — Short-Run and Long-Run
Total Product, Average Product and Marginal Product.
Returns to a Factor
Cost — Short run costs - Total Cost, Total Fixed Cost, Total Variable Cost; Average
Cost; Average Fixed Cost, Average Variable Cost and Marginal Cost - meaning and
their relationships.
Revenue — Total Revenue, Average Revenue and Marginal Revenue - meaning and
their relationship.
Producer's Equilibrium - meaning and its conditions in terms of Marginal Revenue-
Marginal Cost.
Supply, market supply, determinants of supply, supply schedule, supply curve and its
slope, movements along and shifts in supply curve, price elasticity of supply;

measurement of price elasticity of supply - percentage-change method.

Perfect Competition - Price Determination and simple applications.
25 Periods
Perfect competition - Features; Determination of market equilibrium and effects of

shifts in demand and supply. (Short Run Only)

Simple Applications of Demand and Supply: Price ceiling, Price floor.

Part C: Project in Economics 20 Periods

Guidelines as given in Class Xll curriculum
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BLUE-PRINT OF QUESTION PAPER

CLASS XI
ECONOMICS

Max Marks:80
Time: 3hr

UNIT

MCQ
(iM)

SAI
(4M)

LA(6M)

Marks

SECTION A
Introduction to Statistics

1(3)

4(1)

7

Collection, organization, and
presentation of data

1(4)

4(1)

8

Statistical tools and interpretation

1(3)

3(1).3(1)

41)~*

25

SECTION B
Introductory microeconomics

41~

4

Consumer Equilibrium and Demand

1(4)

4(1)

14

Producer behavior and supply

1(5)

14

Forms of Market

1(1)

4(1)-

8

Total

1(20)
=20

4(6) =24

80(34)

* Marked questions are Alternate/Choice questions.

QUESTION PAPER DESIGN

Suggested Question Paper Design
Economics (Code No. 030)
Class Xl (2024-25)

March 2025 Examination

Marks: BO Duration: 3 hrs.

SN

Typology of Questions

Percentage

Remembering and Understanding:

Exhibit memory of previously learned material by recalling
facts, terms, basic concepts, and answers.

Demonstrate wunderstanding of facts and ideas by
organizing, comparing, translating, interpreting, giving
descriptions, and stating main ideas

55%

Applying: Solve problems to new situations by applying
acquired knowledge, facts, techniques and rules in a
different way.

Analysing, Evaluating and Creating:

Examine and break information into parts by identifying
motives or causes. Make inferences and find evidence to
support generalizations.

Present and defend opinions by making judgments about
information, validity of ideas, or quality of work based on a
set of criteria.

Compile information together in a different way by
combining elements in a new pattern or proposing
alternative solutions.

Total
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PART-A: STATISTICS FOR ECONOMICS
UNIT-1 INTRODUCTION

GIST OF THE TOPIC
Basic Terms

1. Economics- It is the study of making rational choices in the presence of scarcity.lt studies how
people and society use scarce resources having alternative uses to produce various goods and
services to meet their wants.

Scarcity-A situation when supply of resources is less than its available demand. It is the root cause
of all economic problems.

Economic problem-The problem of making choices which arises due to unlimited wants , scarcirt
of resources and alternative useds of resources.

Economic activities- They are those activities which are undertaken to earn income. It is related to
the use of scarce resources to satisfy maximum human wants.These are: production, consumption
and distribution.

5. Non-economic activities: Activities which are not related to earning income.

Meaning of Statistics
In singular sense, statistics refers to statistical methods. These are:

Collection of data
Organization of data
Presentation of data
Analysis of data
Interpretation of data

In a Plural sense,statistics means aggregates of facts (Data) greatly affected by multiplicity of causes,
numerically expressd, collected systematicaly for a pre determined purpose.

Characteristics of Statistics in Plural Sense:
e Statistics are an aggregate of facts.
Statistics are greatly affected by multiplicity of causes.
Statistics are numerically expressed.
Statistics are enumerated or estimated according to a reasonable standard of accuracy.
Statistics are collected systematically.
Statistics are collected for a pre-determined purpose.
Statistics should be placed in relation to each other i.e. they can be used for comparisons

Functions of Statistics
Helps in understanding economic problems by using various statistical methods like
mean,median,graphs etc.
Helps in the presenting facts in definite form For example,a statement like population is growing at a
rate of 1.5% annually is more convincing than simply stating that population is increasing.
Statistics helps in condensing mass data into a few numerical measures.
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Establishes relation between factors.

Helps in the formulation of plans and policies for solving economic problem of businessmen as well
as government.

Helps in inter-sectoral and inter-temporal comparisons i.e. comparison across different sectors and
also across different time periods.

Importance of Statistics

Statistics is useful in Economics (consumption, production, and distribution)

Consumption data is helpful in planning the consumer’s budget.

The data regarding production activity is particularly helpful in making adjustments in demand and
supply and deciding quantity of production

Statistical methods are used to solve the problem of distribution of income among various factors of
production in an economy.

Statistics is useful in economic planning

Economic planning involves growth targets.Use of statistical methods help in evaluating the various
stages of economic planning.

Statistics is useful in business

Businessmen use market research based on statistics to estimate market demand for their
product.Details of transaction also is done using statistical tools

Statistics is useful in administration and governance

Government often uses data related to poverty,unemployment,per capita income etc. to start
implement various public welfare programmes and schemes.

Scope of Statistics
Scope of Statistics can be classified as:

1. Statistical methods 2. Applied statistics

Collection of data e Descriptive
Organization of data e Scientific
Presentation of data
Analysis of data
Interpretation of data

Quantitative and Qualitative data

Quantitative data are data represented numerically, including anything that can be counted, measured, or

given a numerical value. Examples of quantitative data can be Revenue in dollars, Weight in kilograms,
Age in months or years etc.

Qualitative data is a type of data that describes characteristics or qualities, and is often non-numerical. It can
be collected through interviews, surveys, observations, focus groups, and other methods.
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MULTIPLE CHOICE QUESTIONS (1 MARK)

Which of the following statements can be considered as Statistics?

a) Marks code by Saumya was 14% higher than | b) The profit of company a is rupees 25
Manish crores

c) The life expectancy in India is 72 years d) The manufacturing cost of a refrigerator
is 35000

Identify the statement that is not false.

a) Statistics may or may not be numerically expressed b) Statistics are true only on an average
c) Statistical tools used for presentation of data d) Statistics studies individual units

Which out of the following is not an example of quantitative data?

a) Height b) Weight
c) Marks d) Creativity

Shailja submitted a school project on the growth of the telecommunication industry in India. She
follows the steps listed below. Arrange the steps in logical order:

Using average and correlation coefficients to analyze numerical information

Collection of data about market share and revenue of various telecom service providers
Organization of data in proper sequence

Presentation of data in the form of tables diagrams and graph

Interpretation of data by determining the degree of relationship between various economic

variables expressed

a) i, iii, v, ii, iv
C) i, dii, iv, v, i d) iii, iv, v, i, 1ii

Identify the economic agent who uses goods and services for the satisfaction of human wants:

a) Producer b) Seller
c) Consumer d) Investor

ASSERTION -REASON TYPE QUESTIONS-

Read the following statements carefully -Assertion (A) and Reason (R) and choose the correct

alternative:
Assertion (A)-Statistical results at true only on an average.
Reason (R) — Like laws of natural sciences statistical results are exactly valid in all situations.
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a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of (A)

b) Assertion (A) Both Assertion (A) and Reason (R) are true, but Reason (R) is not the correct
explanation of Assertion (A).

c) Assertion (A) is true, but Reason (R) is false.

d) Assertion (A) is false, but Reason (R) is true.

Read the following statements carefully -Assertion (A) and Reason (R) and choose the correct
alternative:

Assertion (A) -Economic problems involve the problem of making choices

Reason (R) -It arises because of never-ending wants and their alternative uses.

a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of (A)

b) Assertion (A) Both Assertion (A) and Reason (R) are true, but Reason (R) is not the correct
explanation of Assertion (A).

c) Assertion (A) is true, but Reason (R) is false.

d) Assertion (A) is false, but Reason (R) is true.

STATEMENT-BASED QUESTIONS-

Read the following statements carefully and choose the correct alternative given below:
Statement 1: Scarcity is the root cause of all economic problems.
Statement 2: Human wants are limited.

Alternatives:
a) Statement 1 is true and statement 2 is false.  b) Statement 2 is true and statement 1 is false.

c) Both the statements are true d) Both the statements are false

Read the following statements carefully and choose the correct alternative given below:
Statement 1. Economic activities involve earning of money.

Statement 2: In the plural sense, statistics deals with the collection organization presentation
interpretation, and analysis of data.

Alternatives:
a) Statement 1 is true and statement 2 is false.  b) Statement 2 is true and statement 1 is false.
c) Both the statements are true d) Both the statements are false
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IMAGE-BASED QUESTIONS:

Observe the given picture and identify the missing stages:

g

-

— =

Stage 2
Collection of Organization

\ Data /

nf Data

@ i =

Stage 5 Stage 4
Analysis of
data

Observe the given picture and identify which statement is a part of Statistics.

. D ) [ A

She has a
Her father brother who
earns X is 3 years

J L

SHORT - ANSWER QUESTIONS 3/4 MARKS

“Statistics is the hub of the wheel of Economics”.In light of this statement, briefly explain the functions
of statistics

Ans-
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Functions of statistics
Statistics helps in simplifying complex data by using various statistical methods
e |t presents economic facts in a precise and definite form
e It helps in making comparisons it is used to study the relationship between various economic
variables like demand and supply etc.
e It helps in formulating economic plans and policies.

Statistics are numerical facts but all numerical facts are not statistics. Do you agree? Support your
answer with a suitable example.

Ans. | agree with the given statement. Statistics are figures but all figures or numerical facts are not
statistics.

For example: Saanvi has scored 25 marks in Economics is not statistics whereas the statement-average
marks secured by students is 32 will be considered as statistics since it involves average.

The three conventional divisions of the study of Economics comprise the study of consumption
production and distribution. Based on your understanding, explain the meaning of the following terms:
a. Consumption b. Production c. Distribution

Consumption -Process of using various goods and services to satisfy human wants
Production- Process of converting inputs into output(goods and services)

Distribution - Division of national income into factor incomes like wages, rent, interest, and
profit.

Using examples explain the meaning of quantitative and qualitative data.

Ans.

Quantitative data -Data that can be measured in numerical terms like temperature height weight etc.
Quialitative data - Data that cannot be measured directly in numerical terms like sincerity learning
skills intelligence etc.

With the help of an example explain how the government and the policymakers use statistical data to
formulate suitable policies for economic development.

Ans. Today Statistics is increasingly being used to study various economic problems like inflation,
poverty, unemployment, etc, and to find ways to solve them. For example, the Government and
policymakers may decide to hike tax rates applicable to high-income groups (progressive taxation
policy) to reduce economic disparity in India.

Read the given text carefully and answer the question that follows:

Descriptive and inferential statistics are two fundamental branches of statistical analysis. Descriptive

statistics focus on summarizing and describing data through measures like averages, percentages, and
graphical representations. They provide a clear and concise snapshot of the main features of a dataset,
such as its central tendency and variability. For example, mean and standard deviation are descriptive
statistics used to understand the average and spread of data points in a dataset.
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In contrast, inferential statistics involve making predictions, generalizations, or conclusions about a
population based on a sample of data. This branch utilizes probability theory and hypothesis testing to
draw inferences about the larger population from which the sample is drawn. For instance, inferential
statistics can help determine if a new drug is effective based on results from a clinical trial sample. It
allows researchers and analysts to go beyond the specific data they have and make educated guesses or
assertions about broader trends or phenomena.

Together, descriptive and inferential statistics form the backbone of statistical analysis, providing tools
for both summarizing data to understand its characteristics and making educated predictions or
decisions based on that data.

Q) —mmmmmmmmmemmeeeee statistics is used to summarize and describe the main features of a dataset.
b) Give three points of difference between descriptive statistics and inferential statistics.

Ans

a) Descriptive
b) The three basic differences are:

1) Scope: Descriptive statistics summarizes and describes data within a dataset,
while inferential statistics conclude populations based on sample data.

2) Methods: Descriptive statistics use measures like averages and graphical
representations to present data. Inferential statistics involve hypothesis testing,
confidence intervals, and probability theory.

3) Application: Descriptive statistics are the basics for understanding data
characteristics, whereas inferential statistics are crucial for making predictions
and decisions based on data analysis

Read the given text carefully and answer the question that follows:
The origin of statistics can be traced back to ancient civilizations, where rudimentary forms of data
collection and analysis were utilized for administrative, economic, and social purposes. Early records
suggest that the ancient Egyptians, Babylonians, and Chinese employed basic counting and recording
techniques to manage resources, assess taxes, and predict natural events. In ancient Greece, scholars
like Hippocrates used statistical methods to study disease patterns and mortality rates. The term
"statistics" itself derives from the Latin word "status,” meaning political state or condition, reflecting its
early applications in governance and statecraft. The development of probability theory in the 17th
century by mathematicians like Blaise Pascal and Pierre de Fermat laid the foundation for more
rigorous statistical methods. Later, in the 19th and 20th centuries, pioneers such as Karl Pearson and
Sir Ronald Fisher contributed significantly to the formalization of statistical theory and its application
across diverse disciplines, solidifying statistics as a cornerstone of modern scientific inquiry and
decision-making. Today, statistics continues to evolve with advances in computing and data science,
playing an indispensable role in understanding and navigating the complexities of our interconnected
world.

a) Various methods of statistics were used in Greece to study —------------ and —----------m--moemoe- .

b) In what way does Statistics continue to evolve today?

Ans

a) Disease patterns and mortality rates.

b) Advancement in computing and data science is helping in the evolution of Statistics in the present
times, thereby playing an indispensable role in understanding and navigating the complexities of our
interconnected world.
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ANSWERS TO MCQs

a) Marks code by Saumya was 14% higher than Manish

b) Statistics are true only on an average

d) Creativity

c) i, dii, iv, v, i

c) Consumer

c) Assertion (A) is true, but Reason (R) is false.

a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of (A)

b) Statement 2 is true and statement 1 is false.

a) Statement 1 is true and statement 2 is false

Stage 3- Presentation of data & Stage 5 -Interpretation of data

B) She has a brother who is 3 years younger than her.
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UNIT 2: COLLECTION, ORGANISATION AND PRESENTATION OF DATA

MIND MAPPING OF COLLECTION OF DATA

Statistical enquiry: Means a search conducted by using statistical method to
collect quantitative information

There two sources of data
1. Primary Source
2. Secondary Source
Primary data - Data originally collected by the investigator.
Secondary data- It is the data which is already exists and which collected for some
other purpose.

Method of collecting primary data
1. Personal interview method
2. Mailing Questionnaire method
3. Telephone interview method

Sources of secondary data

Published sources
1. Govt. publication
2. semi-Govt. Publication

Sources of secondary data

Published sources

1. Govt. publication

2. semi-Govt. Publication

3. Reports of committees & commissions

Unpublished Sources

records maintained by private firms, business enterprises, scholars, research
workers, etc.

Methods of sampling:

Random sampling- It is that method of sampling in which each and every item of
the universe has equal chance of being selected in the sample. It is also called as
lottery method.

Non-Random sampling- Includes all those methods of sampling in which all units
of population do not have equal chance of being selected in the sample

Census of India- It provides most complete and demographic record of population.
Sample survey- In this method a group of units representing all the units of the
population is
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Sampling Errors: Sampling error is the difference between the result of studying a
sample and the result of the census of the whole population.

Non-Sampling Error- Can occur in any type of survey whether it be a census or
sample survey

COLLECTION OF DATA

Data is a collection of facts and measurement.
Data is a tool which helps in reaching a sound conclusion by providing information therefore. For statistical
investigation, collection of data is the first and foremost.

Sources of Data

1. Primary Source

2. Secondary Sources

a. Published sources

b. Un-published sources

Primary Data— Data originally collected in the process of investigation are known as primary data. This
is original form of data which are collected for the first time. It is collected directly from its source of origin.

Methods of collecting primary data

There are three basic ways of collecting data:

(i) Personal interview OR Direct Personal Investigation
(if) Mailing (questionnaire surveys)

(iii) Telephone interviews

Personal Interview Method/ Direct Personal Investigation Method

Meaning: In this method the investigator/researcher collect the data personally/ directly from the responded.

Advantage Disadvantage

e High rate of response e Most expensive

e Allows use of all types of questions e Possibilities of influencing responded

e Better for using open-ended questions e Consume more time and energy

Mailed Interview

Meaning: In this method the investigator collects the data through mailing questionnaire.

Advantage Disadvantage

Least expensive e Cannot be used by illiterates

Only method to reach remote | ¢ Long response time
areas
No influence on responded e Reactions cannot be
watched

Telephone interviews
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Meaning: The investigator collects the data through telephones.

Advantage Disadvantage

Relatively low cost Limited use

Less influence on Reaction cannot be watched
responded
Relatively high response Possibility of influencing
rate responded

Difference between Primary and Secondary data:

Basis for comparison Primary Data Secondary Data

Primary data refer to the first-hand datalSecondary data means data collected by,
gathered by the researcher himself. someone else earlier.

Data Real time data Past data

Process \Very involved Quick and easy

Surveys, observations, experiments,[Government publications, websites, books,
guestionnaire, personal interview, etc. [journal articles, internal records etc.

Cost effectiveness Expensive Economical

Collection time Long Short

Always specific to the researcher’sMay or may not be specific to the
needs. researcher’s need.

Accuracy and Reliability [More Relatively less

Meaning

Source

Specific

Secondary data - It refers to collection of data by some agency, which already collected the data and processed.
The data thus collected is called secondary data.

Sources of secondary data

Published sources

1. Govt. publication

2. semi-Govt. Publication

3. Reports of committees & commissions

4. Private publications e.g., Journals and Newspapers research institute, publication of trade association.
5. International publications

Unpublished Sources

The statistical data needn’t always be published. There are various sources of unpublished statistical material
such as the records maintained by private firms, business enterprises, scholars, research workers, etc. They may
not like to release their data to any outside agency.

Important points to be kept in mind while drafting the questionnaire
A. Introduction and purpose of investigation

B. Reasonable number questions.

C. Questions should be small & clear.

D. Questions should be arranged logically.
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E. Instructions should be clear.

F. Proper space for answer.

G. Questions should be relevant to the investigation.

H. Personal questions should be avoided.

I. Avoid questions of calculations.

J. Cross Verification.

H. The question should not be ambiguous.

I. The question should not use double negative like “don’t you”.
J. The question should not indicate alternative answers.

Pilot Survey: Before sending the questionnaire to the information. It should be pretested. As a result of its short
comings if any, can be removed. Such pretesting named as pilot survey.

A pilot survey is a preliminary survey used to gather information prior to conducting a survey on a larger scale.
Pilot surveys, typically taken by smaller groups, help determine the efficiency of the future survey while also
helping organizations smooth out difficulties before administering the main survey.

Methods of sampling:

1. Random sampling: It is that method of sampling in which each and every item of the universe has equal
chance of being selected in the sample. It is also called as lottery method.

a. Simple or unrestricted random sampling

b. Restricted random sampling

. Stratified

ii. systematic

iii. multistage or cluster sampling

2. Non-Random Sampling: Includes all those methods of sampling in which all units of population do not have
equal chance of being selected in the sample

a. Judgment sampling

b. Quota sampling

c. Convenience sampling

Census survey: In this method every element of population is included in the investigation.
Sample survey: In this method a group of units representing all the units of the population is investigated.

Basis for

. Census Sampling
comparison

A systematic method that collects and recordsiSampling refers to a portion of the population
Meaning the data about the members of the population isjselected to represent the entire group, in all its
called Census. characteristics.

Enumeration  |Complete Partial

Study of Each and every unit of the population Only a handful of units of the population.

Time required |t is a time-consuming process. It is a fast process.

Cost Expensive method Economical method

Less reliable and accurate, due to the margin of]
error in the data collected.

Error Not present. Depends on the size of the population
Appropriate for |Population of heterogeneous nature. Population of homogeneous nature.

Results Reliable and accurate

Population or universe
In Statistics, population or universe simply refers to an aggregate of items to be studied for an investigation.
Sample: A group of items taken from the population for investigation and representative of all the items.
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SAMPLING AND NON-SAMPLING ERRORS

Sampling Errors: Sampling error is the difference between the result of studying a sample and the result of the
census of the whole population.

Non-Sampling Error: Can occur in any type of survey whether it be a census or sample survey.

Non-sampling errors

1. Error in data acquisition: This type of error arises from recording of incorrect responses. Suppose, if a teacher
asks the students to measure the length of the teacher’s table in the classroom. The measurement by the students
may differ. The differences may occur due to differences in measuring tape, carelessness of the students, etc.

2. Non-Response error: Non-response occurs if an interviewer is unable to contact a person listed in the sample
or a person from the sample refuses to respond. In this case, the sample observation may not be representative
3. Sampling Bias: Sampling bias occurs when the sampling plan is such that some members of the target
population could not possibly be included in the sample.

Census of India and National Sample Survey Organization:
The census of India provides the complete and continuous demographic record of population.
Population census, known as the census, is the process of collecting, compiling and analyzing the data on
economic, social, or demographic areas at a specific period of a particular area or in the whole country. It provides
data about the recent trend in the population and the situation of the country or any place. The census of India is
one of the largest administrative exercises undertaken in the world. In India, the population census is done at a
specific time interval of every 10 years.
The NSSO was established by the Govt. of India to conduct nationwide survey on socio-economic issues like
employment, literacy, maternity, child care, utilization of public distribution system etc.
The data-collected by NSSO survey are released through reports and its quarterly journal ‘’Sarvekshana’’. Eg.
Size, growth rate, distribution of population, density, population, projections, sex composition and literacy. These
data are used by govt. of India for planning purpose.
MULTIPLE CHOICE QUESTION
data was collected directly from the investigator from the responded.

a) Primary data

b) Secondary data

c) Sample data

d) One of the above

Data collected by an economics student from the government publication to prepare a project report is a

a) Primary data
b) Secondary data
c) Sample data
d) None of the above
Pre-testing of the questionnaire is called as
a) Mailing questionnaire
b) Census
c) Sampling survey
d) Pilot Survey
India Express TV-CNX opinion poll shows most of the seats in India is expected to win by BJP and also the
various other news channels predict the same. The finding of the opinion polls of various news channels are
based on.
a) Secondary data
b) Sample data
c) Census
d) None of the above
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The researcher gives each member of the population a number and researchers draw number from the box
randomly to choose samples and it is also called as
a) Sample survey method
b) Census
c) Lottery method
d) None of the above
. Which of the following statement is false?
a) Primary data are collected from source of origin
b) Secondary data do not need any adjustment
¢) Secondary data are not collected from the source of origin
d) Primary data are costlier in terms of time, money ad efforts.

Read the following statements carefully and choose the correct alternatives given below:
Statement 1 — Primary data are original in character.
Statement 2 — Data are collected by the investigator for his own purpose for the first time.
Alternatives:
a) Both statements are true.
b) Both statements are false.
c) Statement 1 is true and Statement 2 is false.
d) Statement 2 is true and Statement 1 is false.
Read the following statements carefully and choose the correct alternatives given below:

Statement 1 — Technique which gives every item of the universe an equal chance of being selected is
called as Non-random sampling.
Statement 2 — The most complete and continuous demographic record of population is provided by
‘National Sample Survey Organisation’.
Alternatives:
a) Both statements are true.
b) Both statements are false.
c) Statement 1 is true and Statement 2 is false.
d) Statement 2 is true and Statement 1 is false.

9. Read the following statements carefully and choose the correct alternatives given below:
Statement 1 — The survey which helps in pre-testing of questionnaire is called as pilot survey.
Statement 2 — The greatest demerit of mailing questionnaire is that the responded may don’t not answer
the questions, do not through it carefully and there is chances of misunderstand and misinterpretation of
questions.
Alternatives:
a) Both statements are true.
b) Both statements are false.
c) Statement 1 is true and Statement 2 is false.
d) Statement 2 is true and Statement 1 is false.

10. Read the following statements carefully and choose the correct alternatives given below:
Statement 1 — Sample method provides better results than survey.
Statement 2 — Sample collect information from every individual from the universe.
Alternatives:
a) Both statements are true.
b) Both statements are false.
c) Statement 1 is true and Statement 2 is false.
d) Statement 2 is true and Statement 1 is false.
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11. There are two statements given below, marked as Assertion (A) and Reason (R). Read the statements and
choose the correct option.
Assertion (A): The most common type of instrument used in surveys is questionnaire.
Reason (R): The questionnaire may consist of closed-ended (or structured) questions or open-ended (or
unstructured) questions. Closed-ended questions are easy to use, score and to codify for analysis, because
all respondents can choose from the given options and Open-ended questions allow for more
individualized responses.

a) Both Assertion (A) and Reason (R) is true but Reason (R) is the correct explanation of Assertion (A)
b) Both Assertion (A) and Reason (R) is true but Reason (R) is not the correct explanation of Assertion
(A).
c) Assertion (A) is true but Reason (R) is false.
d) Assertion (A) is false but Reason (R) is true.
12. There are two statements given below, marked as Assertion (A) and Reason (R). Read the statements and
choose the correct option.
Assertion (A): The purpose of the sample is to get one or more estimate of the population parameters.
Reason (R): A good sample (representative sample) is generally smaller than the population and is capable
of providing reasonably accurate information about the population at a much lower cost and shorter time.
a) Both Assertion (A) and Reason (R) is true but Reason (R) is the correct explanation of Assertion (A)
b) Both Assertion (A) and Reason (R) is true but Reason (R) is not the correct explanation of Assertion
(A).
c) Assertion (A) is true but Reason (R) is false.
d) Assertion (A) is false but Reason (R) is true.
13. There are two statements given below, marked as Assertion (A) and Reason (R). Read the statements and
choose the correct option.
Assertion (A): Sampling error refers to the difference between the sample estimate and the corresponding
population parameter (actual value of the characteristic of the population for example, average income,
etc).
Reason (R): sampling errors are more serious than Non-sampling errors because a Non-sampling error
can be minimized by taking a larger sample. It is difficult to minimize non-sampling error, even by taking
a large sample.
a) Both Assertion (A) and Reason (R) is true but Reason (R) is the correct explanation of Assertion (A)
b) Both Assertion (A) and Reason (R) is true but Reason (R) is not the correct explanation of Assertion
(A).
c) Assertion (A) is true but Reason (R) is false.
d) Assertion (A) is false but Reason (R) is true.
14. There are two statements given below, marked as Assertion (A) and Reason (R). Read the statements and
choose the correct option.
Assertion (A): Sampling bias arises from recording of incorrect responses.
Reason (R): Non-response occurs if an interviewer is unable to contact a person listed in the sample or a
person from the sample refuses to respond.
a) Both Assertion (A) and Reason (R) is true but Reason (R) is the correct explanation of Assertion (A)
b) Both Assertion (A) and Reason (R) is true but Reason (R) is not the correct explanation of Assertion
(A).
c) Assertion (A) is true but Reason (R) is false.
d) Assertion (A) is false but Reason (R) is true.

ANSWERS:
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a) Primary data

b) Secondary data

d) Pilot Survey

b) Sample data

c) Lottery method

b) Secondary data do not need any adjustment.

a) Both statements are true.

d) Statement 2 is true and Statement 1 is false.

a) Both statements are true.

10 c) Statement 1 is true and Statement 2 is false.

11. a) Both Assertion (A) and Reason (R) is true but Reason (R) is the correct explanation of Assertion
(A).

12. b) Both Assertion (A) and Reason (R) is true but Reason (R) is not the correct explanation of Assertion
(A).

13. ¢) Assertion (A) is true but Reason (R) is false.

14. d) Assertion (A) is false but Reason (R) is true.

15.

CoNO~wWNE

VERY SHORT ANSWERS

. What is statistical investigation?
Ans. Statistical investigation means finding solution with help of statistical methods.
Define data?
Ans. Data is a collection of facts and measurement.

. What do you mean by primary data?
Ans. Primary data are the original data which are directly collected by investigator himself.

. What do you mean by secondary data?
Ans. Secondary data are those data which are collected by other sources.

. What is census?
Ans. Census refers to it is a complete enumeration of individual data.
Expand NSSO.
Ans. National Sample Survey Organization

. What is Sample?
Ans. A group of items taken from the population for investigation and representative of all the items.
What do you mean by sampling errors?
Ans. Sampling error is the difference between the result of studying a sample and the result of the census of

the whole population.
9. What is Sampling Bias?
Ans. Sampling bias is the collection of samples that do not accurately represent the entire group
10. What is meant by random sampling?

Ans. Radom sampling is that method of sampling in which each and every item of the universe has equal
chance of being selected in the sampling.

SHORT TYPES ANSWERS
1. An investigator has collected the required information by personal interview with the informant. What type
of data will it be called? Mention its two features.
Ans. Information collected is an example of primary data.
Features of primary data are as follows:
a) Data are collected by the investigator for his own purpose for the first time.
b) This is the first- hand information.
c) They are original because information is collected from the source of origin.
d) Itis costly in terms of time, efforts and money.
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2. The NGOs (Non-Governmental Organization) is interested in determining the level of education unmarried
girls in the country. How would you like to organize a survey for this purpose?
Ans. | would like to organize a survey such as:
a) Selecting the population size
b) Deciding the type survey census or sample survey
¢) Selecting the method of collection of data

3. Write any four difference between primary data and secondary data.
Ans.

Basis for

comparison

Primary Data Secondary Data

Primary data refer to the first-hand datalSecondary data means data collected by
gathered by the researcher himself. someone else earlier.
Data Real time data Past data
Process \Very involved Quick and easy
Government publications, websites,
books, journal articles, internal records
etc.
Cost effectiveness [Expensive Economical
. What are the sources of secondary data? Name any four sources of secondary data.

Ans. Secondary data can be obtained from two sources namely,

Meaning

Surveys, observations, experiments,

Source . . ' .
questionnaire, personal interview, etc.

a) Published sources of data

b) Unpublished sources of data
Four sources of secondary data are:
e Government publications

e Journals and newspapers

e Websites etc.

. What are the limitations of Secondary data?
Ans. One should use the secondary data with care and full precaution and should not accept them at their
face value as they may be suffering from the following limitations:
a) Data may not have been collected by following the proper procedure.
b) Data collected may not be suitable for the required purpose. The information which was collected on
a particular base may not be suitable and relevant to an enquiry.
¢) The data may have been influenced by biased investigation or personal prejudices.
d) It may be obsolete and not suitable to the present period.
e) It may not satisfy a reasonable standard of accuracy.
f) Collected data may not cover the full period of investigation

State the two merits and demerits of collection data by ‘personal interview method’.
Ans. The merits of collection data by ‘personal interview method’.
Merits Demerits

e High rate of response e Most expensive
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e Allows use of all types of e Possibilities of influencing
questions responded

7. ‘Do you agree how a manufacturing decides a product how political party decides about a candidate? They
conduct a survey by asking questions or candidates from a large group of people. The purpose of surveys is
to describe some characteristics like price, quality, usefulness and popularity etc’. The most common type
of instrument used in surveys is questionnaire/interview schedule. You must keep some points while making
a questionnaire. Mention some four important points to be kept in mind while drafting the mailing
questionnaire.

Ans. Four important points to be kept in mind while drafting the mailing questionnaire they are:
a) Questions should be small & clear.

b) Questions should be arranged logically.

c¢) Instructions should be clear.

d) Questions should be relevant to the investigation.

e) Personal questions should be avoided.

. What do you mean by telephone interview method? State any two merits of telephone interview method.
Ans. When the investigator collects the data through telephones.
Advantage Disadvantage

e Relatively low cost e Limited use

e Less influence on responded e Reaction cannot be watched

e Relatively high response rate e Possibility of influencing responded

Do samples provide better results than surveys? Give reasons for your answer.
Ans. Samples and surveys have their applicability and usability as the nature and purpose of investigation.
Both have their own merits and demerits.

a) Samples provide reliable information selected scientifically.

b) These are less costly in terms of time, money and efforts.

c) Errors can be easily detected and modified due to smaller number of items selected.

. Which of the following errors - Sampling error or Non-sampling error is more serious and why?
Ans. Non-sampling errors are more serious than sampling errors because a sampling error can be by taking
a larger sample but it is difficult to minimize non-sampling error, even by taking a large sample. Even a
Census can contain non-sampling errors. These include errors in data acquisition, non-response errors and
sampling bias.

. Write a short note on National Sample Survey Organization.
Ans. NSSO is a government organization under the Ministry of Statistics and Programme Implementation.
The National Sample Survey (NSS), initiated in the year 1950, is a hationwide, large scale continuous survey
operation conducted in the form of successive rounds. It was established on the basis of a proposal from
Prof. P.C. Mahalanobis to fill up data gap for socio-economic planning and policy making through sample
surveys. On March 1970, the NSS was reorganized and known as the National Sample Survey Office. The
NSSO headed by a Director General Chief Executive Officer.

LONG ANSWER TYPE QUESTIONS
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1. Why is sample survey method preferred over census survey method? Give example where census method

is inevitable and where sample methods are suitable to collect data.

Ans. Sample survey method preferred over census survey method because for various reason such as:

a) Sample survey is preferred over census survey because it reduces cost both monetary terms and staffing
requirements.
It reduces time needed to collect and process the data and produce results as it requires a smaller scale
of operation.
Whereas Census or complete enumeration method is inevitable where detailed information about the
respondent is highly necessary or that of the information is needed to be original from the point of view
of framing policies like socio-economic data are required by the government or census survey.

As a Project Leader you have start a project work in the class. Project work is to be done in the group of
five. In order to ensure inclusivity which sampling technique would you use? State its three benefits.
Ans. Random sampling should be used.

Each and every unit of population has equal chance of getting selected in the sample This method is used
when population is homogeneous in nature.

a) Itis economical in terms of time, efforts and money

b) Itis time saving

c) Itis possible when area of investigation is large.

State and demerits of mailing questionnaire method of collecting data.
Ans. mailing questionnaire method, a list of questions pertaining to the investigation is prepared and sent
to each informant by mail with a request to complete and return it by a given data. The informants write
the answers against the questions and return the completed questionnaires to the investigator.
Merits:
Less expensive: It is relatively less expensive than other methods.
Wider area: It is the only method where the field of investigation is very vast and the information is
spread over a wide geographical area.
No possibility of personal bias: There is any room for personal bias and prejudice on the part of the
investigators.
Originality: This method is original and fairly reliable, because the information is supplied by the
concerned persons themselves.

Demerits:
Limited use: This method cannot be used when the informants are illiterate or uneducated.
Low response rate: It involves some uncertainty about the response. In many cases, the respondents
do not return the questionnaire.
Lack of flexibility: This method lacks flexibility because, when questions are not properly replied,
these cannot be changed to obtain the required information.
Not accurate data: The information supplied by the informants may not be correct and it may be very
difficult to verify the accuracy.

4. Write any six difference between census and sample survey method.
Ans.

Basis for

. Census Sampling
comparison

A systematic method that collects and{Sampling refers to a portion of the
Meaning records the data about the members of thepopulation selected to represent the entire
population is called Census. group, in all its characteristics.
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Enumeration |[Complete Partial

Study of Each and every unit of the population Only a handful of units of the population.
Time required |It is a time-consuming process. It is a fast process.

Cost Expensive method Economical method

Less reliable and accurate, due to the margin
of error in the data collected.

Error Not present. Depends on the size of the population
Appropriate for |Population of heterogeneous nature. Population of homogeneous nature.

Results Reliable and accurate

CASE BASED QUESTION
I) Unpublished data or literature is known as grey literature in research.

(The term organisations and others, generally for their self-use or office record. Unpublished data is useful
mainly in secondary research, such as literature reviews and systematic reviews. It provides pointers to
new research and perhaps also research paths to avoid. Preprints are a growing form of unpublished data
these days and have proved very useful in guiding research in critical areas such as Covid -19. published
source of data are government publications, semi-government publications, publications of research
institutions, international publications etc.

1. What is the importance of using unpublished data as a secondary data source?
Ans. Unpublished data is useful mainly in secondary research.
a) It provides pointers to new research and perhaps also research paths to avoid.
b) It proved very useful in guiding research in critical areas such as Covid -19 by published by,
government publications.

. What are the disadvantages of secondary data?

Ans. Disadvantages of secondary data they are:

a) your use of the data and its validity will highly depend on the quality of the secondary sources

used.

b) Information may not quit fit the same frame or boundaries as your primary data collection.

c) The data may address some issues, criteria or indicators but not others

d) Concepts used may not be the same.
The Census of India provides the most complete and continuous demographic record of population. The
Census is being regularly conducted every ten years since 1881. The first Census after Independence was
conducted in 1951. The Census officials collect information on various aspects of population such as the
size, density, sex ratio, literacy, migration, rural-urban distribution, etc. The NSS was established by the
Government of India to conduct nationwide surveys on socio-economic issues to interpret and analyze
and to understand many economic and social issues in India. The data collected by NSS are released
through reports and its quarterly journal Sarvekshana. NSS provides periodic estimates of literacy, school
enrolment, utilization of educational services, employment, unemployment, manufacturing and service
sector enterprises, morbidity, maternity, child care, utilization of the public distribution system etc., The
NSS also collects details of industrial activities and retail prices for various goods. They are used by
Government of India for planning purposes.
1. When was first census of India was conducted after independence? Out of the census and sampling,

which method take more time and energy.

Ans. The first census of India was conducted in the 1951. Census take more time and energy because

data is collected from each and every individual of the population.

Throw the light on the agency at national level providing most complete and continuous demographic

record of the population.

Ans. the agency at national level are:

a) Census of India is the national level agency which provides most comprehensive demographic record

of the population.
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b) The census is being conducted regularly every once in ten years since 1881.

c) The first census after independence was conducted in 1951.

d) Census data is interpreted and analyzed basically to understand many economic and social issues in
India.

ORGANIZATION OF DATA

After the data is collected / Continuous- A continuous variable \

through multiple sources it is can take any numerical value. It may
organised through classification. take integral values, fractional values,
and values that are not exact fractions
Discrete- a discrete variable can take
only certain values. Its value changes
Frequency Distribution based on some criteria. only by finite "jumps”. It "jumps’ from
I one value to another but does not take

\an}-' intermediate value between them.)

Types of classification

It is arranging or organising
things into groups or classes

/A frequency distribution is a \
comprehensive way to classify

raw data of a quantitative ] Chronological done on the
variable. It shows how different ORGANISATION basis of time.

values of a variable are OF DATA Spatial- done on the basis of
distributed in different classes geographical locations.

along with their corresponding Qualitative-classification  of
class frequencies.

unmeasurable attributes
\ / Quantitative classification of

How to prepare frequency Distribution Q’leasurable attributes /

Should we have equal or unequalsized class intervals?How many classes
should we have?What should be the size of each class?How should we
determine the class limits?How should we get the frequency for each
class?

The process of arranging data according to their characteristics is known as classification of data.
Objectives
e To simplify the complex data
e To facilitate comparison
e To make analysis and interpretation easy
e To study the cause-and-effect relationship.

KVS ZIET MYSORE




TYPES OF CLASSIFICATION

Geographical classification: Data is classified according to geographical location or region. E.g.
Population of different states.
Chronological classification: Data is classified on the basis of time.

E.g. Production of a firm for different years.
Qualitative classification: Data is classified on the basis of certain characteristics or attributes which
cannot be quantified. E.g. Religion, caste, honesty
Quantitative classification: Classification is done on the basis of numerical values of the facts. (data
which can be numerically measured)
E.g. Height, weight, income, sales etc

VARIABLE

A variable refers to that quantity which is subject to changes and which can be measured by some unit.
E.g. Price is a variable as prices of different commodities is different.

A variable may be either discrete or continuous.

FREQUENCY': Number of times a given value appears in a distribution. Eg.,4 students have got
65marks in subject Economics, here frequency is 4

FREQUENCY DISTRIBUTION: A table in which the frequencies and the associated values of a
variable are written side by side, is known as a frequency distribution.

RAW DATA: The data obtained in the original form is called raw data. Raw data are classified in the
form of series. The arrangement of classified data in a logical order, such as size or time of occurrence,
or according to some measurable or non-measurable characteristics, is known Statistical Series.

INDIVIDUAL SERIES: The series in which the items are listed singly is known as Individual Series.
In simple terms, a separate value of the measurement is given to each item series the two types of
individual series are Unorganised Individual Series and Organised Individual Series.
Unorganised Individual Series: A series with raw data or an unarranged mass of data is known as
Unorganised Series. E.g., Marks obtained by 10 students in a class in Economic- 21, 30,42, 35, 45,19,
28, 36, 44, 27

Organised Individual Series: A series with orderly arranged raw data is known as Organised
Individual Series. E.g. Mark distribution of 25 students as per serial number.

DISCRETE SERIES (UNGROUPED FREQUENCY DISTRIBUTION):

A discrete series is that series where individual values differ from each other by definite amount.

In such series there are no class intervals, and a particular item in the series is numbered rather than
measured with some range.
For example: Marks of 25 students in Economics (out of 25 marks)

16,13,15, 14, 14, 17, 16, 15, 17, 16,15, 16,17, 14, 17,15, 16, 13, 16, 17, 17,14,16,15,16
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Score(x) Tally Marks Frequency

e CONTINUOUS SERIES (GROUPED FREQUENCY DISTRIBUTION)
A continuous series is that series which represents continuous variables, showing range of variables of
different items of the series.

Class Interval Tally Marks Frequency
150-200 I
200-250 Il
250-300 |
300-350 Il
350-400 [l
400-450 Il
450-500 Il
Total

WWIANOIO|W|IN

Discrete Variable: A variable is called discrete if the variable can take only some particular values or
jumps in complete number.

Continuous Variable: A variable is called continuous if it can take any value in a given range. In
constructing continuous series, we come across terms like:

Class: A group of numbers in which items are placed such as 0-10, 10-20 etc.

Class limit: The lowest and highest values of the variables within a class is called class limit. E.g., 0-10
lower limit 0, upper limit 10

Class interval: Difference between upper limit and lower limit of the class.

E.g., 0-10, Cl =10-0=10

Range: Difference between the lower limit of first class and upper limit of the last class. E.g., If classes
are 0-10, 10-20, 20-30 till 70-80, then range is 80-0=80

Mid-point or Mid Value: Upper limit + Lower limit
2
E.g., midpoint of class 10-20 will be 10+20/2 = 30/2 =15
Types of continuous series
1.Exclusive series
2. Inclusive series
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3. Open end distribution

4. Cumulative frequency series

Exclusive Method: Under this method, the class intervals are so fixed that the upper limit of one class
is the lower limit of the next class.

Marks

Frequency

100 - 200

70

200 —300

110

300 —400

89

400 - 500

57

In this example, a student whose marks are 200 is included in the class 200 — 300 and not in the class
100 — 200. This is because upper limit of each class is excluded from that class.

Inclusive Method: Under this method of determining limits of class intervals, the upper limit of one
class is included in the class itself.

Marks

Frequency

10- 19

70

20—-29

110

30-39

89

40 - 49

57

In the class 100 — 199, a student whose marks are between 100 and 199 will be included. But a student
with 200 marks will be included in the next class 200 — 299.

Conversion of Inclusive series into Exclusive series:

Inclusive series are used when there is some definite difference between the values of various items in

the population. Following steps are involved in the conversion of an inclusive series into an exclusive

series.
Q) First, we find the difference between the upper limit of class interval and the lower limit of next

class interval.
(i) Half of that difference is added to the upper limit of a class interval and half is subtracted from the

lower limit of the class interval.

Open End Series: An open-end series is that series in which lower limit of the first-class interval and
the upper limit of last class interval is missing. E.g.:

Marks Frequency
Below 5
5-10
10-15
15-20
20 and above 1

Cumulative Frequency Series: Cumulative frequency series is that series in which the frequencies are

continuously added corresponding to each class interval in the series.
Marks Frequency
5-10 3

10-15 8

15-20 4

20— 25 4
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There are two ways of converting this series into cumulative frequency series:
Cumulative frequencies may be expressed on the basis of upper limit of the class intervals. Eg: less than
10, less than 15 and so on.

Marks No. of students
Less than 10 3
Less than 15 3+8=11
Less than 20 3+8+9=20
Less than 25 3+8+9+4=24
Less than 30 3+8+9+4+4=28

Cumulative frequency may be expressed on the basis of lower-class limits of the class intervals. Eg:
more than 5, more than 10 and so on.
Marks No. of students
More than 5 28
More than 10 28 -3=25
More than 15 25-8=17
More than 20 17-9=8
More than 25 8-4=4
More than 30 4-4=0

Bivariate Frequency Distribution
Frequency distributions involving single variable only. Such frequency distributions are called
univariate frequency distributions. A frequency table where two variables have been measured in the

same set of items through cross classification is known as ‘bivariate frequency distribution’ or ‘two-way
frequency distribution’.

MULTIPLE CHOICE QUESTIONS
Classification method in which upper limit of interval is same as of lower limit class interval is called
(a) Exclusive method
(b) Inclusive method
(c) Mid-point method
(d) Ratio method
Class limits means
(a)Sum of upper or lower limits
(b)A range of values which incorporates a set of items
(c)Extreme values of a class are limits
(d) Difference between upper or lower limits
. The frequency distribution of two variable is known as
(a) Univariate frequency distribution
(b) Discrete frequency distribution
(c) Bivariate frequency distribution
(d) Inclusive frequency distribution
. The number of observations falling within a class is called:
(a) Frequency
(b) Class interval
(c) Mid value
(d) Density
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When data is classified on the basis of area, it is

(a) Qualitative classification (b) Geographic classification

(c) Quantitative classification (d) Chronological classification

Read the following statements carefully:

In the light of the given statements, choose the correct alternative from the following:
a) Statement 1 is true and statement 2 is false

b) Statement 1 is false and statement 2 is true

c) Both statements 1 and 2 are true

d) Both statements 1 and 2 are false

Statement 1: Frequency curve is a graphic representation of a frequency distribution.
Statement 2: The Class Mid-Point or Class Mark is the extreme value of a class.
Statement 1: A discrete variable can take only certain values.

Statement 2: Its value changes only by finite “jumps”

Read the following statement -Assertion (A) and Reason (R). Choose one of the correct alternatives
given below:
Alternatives:
(a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of
Assertion (A).
(b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct explanation of
Assertion (A).
(c) Assertion (A) is true but Reason (R) is false.
(d) Assertion (A) is false but Reason (R) is true.

. Assertion(A): Income of an individual is a variable
Reason(R): Variable means the characteristic which subject to change.

Assertion(A): chronological classification is based on locations.
Reason(R): In qualitative classification, data is classified on the basis of some attribute or quality.
. Assertion (A): Classification is the process of arranging data into sequence and groups.
Reason (R): Data are classified according to their common characteristics for separating them into
different but related parts.
. Range is the
(a) Difference between the smallest and the largest observation
(b) Difference between the largest and the smallest observation
(c) Average of the largest and the smallest observation
(d) Ratio of the largest to smallest observation
. Statistical calculations in classified data are based on
(@) The actual values of observations
(b) The upper class limits
(c) The lower class limits
(d) The mid points
. The frequency distribution of a continuous variable is known as:
(a) Grouped frequency distribution
(b) Simple frequency distribution
(c) Either(a) or (b)
(d) Both (a) and (b)
14. An attribute is
(a) A gquantitative characteristic
(b) A measurable characteristic
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(c) A qualitative characteristic
(d) Either(a) or (b)
15. If the mid values are given as: 15,25, 35,45,55, then first class of the distribution is:
(@) 20-25 (b) 10-20
(b) 20-30  (d)10-15

ANSWERS
(a) Exclusive method
. (c)Extreme values of a class are limits
. (c) Bivariate frequency distribution
. (a) Frequency
. (b) Geographic classification
(a) Statement 1 is true and statement 2 is false
. (c) Both statements land 2 are true
. (a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of Assertion
(A).
9. (d) Assertion is false but Reason is true
10. (a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of Assertion
(A)
11. (b) Difference between the largest and the smallest observation
12. (a) The actual values of observations
13. (a)Grouped frequency distribution
14. (c) A qualitative characteristic
15. (b)10-20

CASE STUDY

16. Analysis the following case study table carefully and answer the questions on the basis of same.
Marks No. of students
5-10 1

10-15 2

15-20
20-25
25-30
30-35
35-40
40-45
45-50

a) Which class of marks has maximum frequency?
b) The above series is an example of (exclusive/inclusive) series.
c) How many students got 45-50 marks?

d) The above situation shows which of the following types of presentation of data?
(a) Chronological classification (b) Spatial classification
(c) Quantitative classification (d) Qualitative classification
e) What are the class limits of the 5™ class?
Answers: a) 35-40 b) exclusive c¢)2 d) Quantitative classification
e) lower limit=25
upper limit=30
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17. Read the following case carefully and answer the questions on the basis of same:

Classification is the grouping of related facts into classes. Facts in one class differ from those of another
class with respect to some characteristics is called classification. classification of data is a function very
similar to that of sorting letters in a post office. Classification condenses mass data in such a manner that
similarity and dissimilarity can be readily apprehend. It helps in comparison. Classification can be done
on the basis of location, time quality or measurement.
a) under which stage classification of data comes?
b) what are the uses of classification of data
c) why data are classified?
Answers: a) second
b) simplify the complex data, facilitate comparison, to make analysis and interpretation easy
and study the cause-and-effect relationship
c)data are classified to present data in brief and simple form.

. Use the data in the following table that relate to monthly household expenditure (in RS) on food of 50
households and
i.  Obtain the range of monthly household expenditure on food.
ii.  Divide the range into appropriate number of class intervals and obtain the frequency
distribution of expenditure
iii.  Find the number of households whose monthly expenditure on food is
a) Less than 2000
b) More than 3000
c) Between 1500 and 2500
Answers:

i Range = Highest value -Lowest value
Highest Value = 5090
Lowest Value = 1007
So, Range = 5090 — 1007 = 4083

Class intervals | Tally marks | Frequency
1000-1500 HHH O | 20
1500-2000 HH 13
2000-2500 i | 06
2500-3000 HH 05
3000-3500 I 02
3500-4000 | 01
4000-4500 I 02
4500-5000 00
5000-5500 | 01
50

(a) Number of households whose monthly expenditure on food is less than X 2000
=20+13=33

(b) Number of households whose monthly expenditure on food is more than X 3000
=2+1+2+0+1=6

(c) Number of households whose expenditure on food is between X 1500 and X 2500
=13+6=19

KVS ZIET MYSORE




SHORT ANSWER/LONG ANSWER TYPE QUESTIONS

19. In a city 45 families were surveyed for the number of Cell phones they used. Prepare a frequency array
based on their replies as recorded below.
132222121223333332322616215153242742434203143

Ans: -
No. of domestic No of households

appliances
0

7
Total

20. From the following data, calculate the lower limit of the first class and upper limit of the last class.

) Less than Above
Daily Wages 120 120—140 | 140—160 | 160—180 180

No. of Workers 35 12 10 40 13

Ans: In the given question, the size of each class is 20. Thus, maintaining the uniformity, we take the first

class as 100-120 and the last class as 180-200. Therefore, the lower limit of the first class-interval is 120 —
20 =100 and the upper limit of the last class is 180 + 20 = 200.

21. Explain the ‘exclusive’ and ‘inclusive’ methods used in classification of data.

Ans:

Exclusive method: In this method, the classes are formed in such a way that the upper-class limit of one
class becomes the lower-class limit of the next class. Under this method, the upper-class limit is excluded in
the interval.

E.g. If the class intervals are 10-20, 20-30 and so on, a value of 20 would be included in the 20-30 and not
in the interval 10-20.

Inclusive method: In this method, values equal to the lower and upper limits of a class are included in the
frequency of that same class. Both class limits are parts of the class interval, e.g., the class intervals of 0-5,
6-10, 11-15 are inclusive.

22. Define Classification of Data. Bring out the difference between Qualitative & Quantitative classification
of data.

Ans: Classification is the grouping of related facts into different classes. Thus, the process by which data is

divided into different classes on the basis of some common characteristics is called Classification of Data.

Qualitative Classification: When the data is classified according to the qualities or attributes of data, it is

called qualitative classification. Qualitative classification maybe of two types:

a) Simple Classification: the data are divided on the basis of existence or absence of a quality.

b) Manifold Classification: the quality of data involves more than one characteristic. Example: Data

classified on the basis of Education, Occupation, Religion etc.
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Quantitative Classification: Quantitative or numerical classification is done on the basis of numerical
values of the facts. A number of classes are framed keeping in view the lowest and highest value as well as
the range of values in the data. Example: Data classified on the basis of profit levels, wages earned, marks
secured etc.
23. The marks obtained by 25 students in statistics in a class are as follows: Prepare a frequency distribution

by inclusive method.

22 28 30 32 35 37 40 41 43 44 45 45 4849 52 53 54 56 56

5860 6265 68 69

Ans:

Class interval Tally mark Frequency
20-29 I
30-39 |

40-49 LI
50-59 Il
60-69 |

Total

. Students of class obtained following marks in Mathematics. Convert the data of inclusive series into
exclusive series.

Marks 5-9 10-14 | 15-19 |[20-24 | 25-29
Frequency | 3 5 10 4 2

Ans:
Conversion of Inclusive series into Exclusive series: Inclusive series are used when there is some

definite difference between the values of various items in the population. Following steps are involved
in the conversion of an inclusive series into an exclusive series.

(j) First, we find the difference between the upper limit of class interval and the lower limit of next class
interval.

(ii) Half of that difference is added to the upper limit of a class interval and half is subtracted from the
lower limit of the class interval.

Marks 45-95195-145 |145-195 |19.5-24.5 24.5-29.5
Frequency | 3 5 10 4 2

25. Convert the following 'more than' cumulative frequency distribution into a 'less than' cumulative
frequency distribution

Class-Interval (More than)
Frequency
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Ans: The 'more than' cumulative frequency distribution can be presented in the form of a 'simple
frequency distribution' as follows.

Class-Interval | Frequency
10-20 124-119=5
20 - 30 119-107=12
30-40 107 -84 =23
40 - 50 84-55 =29
50 - 60 55-31 =24
60-70 31-12 =19
70 - 80 12-2 =10
80 - 90 2

From the above distribution, we can make the 'less than' cumulative frequency distribution as follows.
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Class-Interval

Frequency

Less than 20

5

Less than 30

5+12=17

Less than 40

17 +23 =40

Less than 50

40 +29 = 69

Less than 60

69 + 24 =93

Less than 70

93+19=112

Less than 80

112 +10 =122

Less than 90

122 +2 =124




MIND MAPPING OF PRESENTATION OF DATA

Presentation of Data
. Tabular presentation of data
Diagrammatic presentation of data

Meaning of tabular presentation of data: A statistical table is the systematic
organization of data in columns and rows.

Parts of Table: Table number, Title, Caption, Stubs, Body of the table, Head
note, Foot note and Source note.

Diagrammatic Presentation:
1) Geometric from
1. Bar diagram and its Types
2. Pie diagram

Graphic Presentation of Data:
i) Frequency
1. Histogram
2. Polygon
3. Ogive

Ogive: It is a curve which is constructing by platting cumulative frequency data on
the graph paper, in the form of a smooth curve.

1. Less than method

2. More than method

Histogram:
1. Histogram of equal class interval: These are those which are based on the data

with equal class intervals.
2. Histogram of unequal class interval: It is the one based on the data with unequal

class intervals

Polygon: Polygon is a diagrammatic presentation of data which is constructed by
joining the mid-point of the top of all rectangles in a histogram.

1. Frequency polygon

2. Frequency Curve.
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PRESENTATION OF DATA

Presentation Data: The data are presented inform of table and diagrammatic is called as presentation of data.
Forms of Presentation of Data
1. Tabular presentation
2. Diagrammatic presentation
Tabular Presentation: A statistical table is the systematic organization of data in columns and rows. Tabular
involves the orderly and systematic presentation of numerical data in a form designed for the problem under
consideration.
Components of Table: Following are the principle components of a table:
Table Number: First of all, a table must be numbered. Different tables must have different numbers. Eg:
1,2,3 and so on etc. These numbers must be in the same order have the tables. Numbers facilitates location
of the table.
Title: A table must have a title. Title must be returned in bold letters. It should attract the attention of the
readers. The title must be simple, clear and short. A good title is short but complete in all respects.
Head Note: If the title of the table does not give complete information, it is supplemented with a head
note. It completes the information in the title of the table. Eg: lakhs, KG, Rs. etc.
Stubs: Stubs are titles of the rows of a table. These titles indicate information contained in the rows of a
table.
Caption: It is the title given to the columns of the table. It indicates information contained in the column
of a table. Eg: students may be classified into boys and girls as sub-heads.
Body or field: Body of a table means sum total of the items in the table. Thus, body is the most important
part of a table. It indicates values of the various items in the table. Each item in the body is called cell.
Foot notes: Foot notes are given for clarification of the reader. These are given when information in the
table need to be supplemented.
Source Note: The source note shows the source of data from where the data are borrowed like publishers,
journals, newspaper etc.
Objectives of Tabulation
1. They simplify complex data and the data presented are easily understood.
2. They facilitate comparison due to proper systematic arrangement of statistical data in different columns.
3. They leave a lasting impression without any confusion.
4. They facilitate computation of different statistical measures namely average, dispersion, correlation etc.
5. Tabulated data are good for references & they make it easy to present information on graphs & diagrams.
Kinds of Table
Simple or one-way table: A simple table is that table which shows only one feature of the data.
Complex table: A complex table is one which shows more than one feature of data.
Double or two-way table: A two-way table is that which shows two features of the data.
Treble Table: It is that table in which three features of data are present. Eg: table shows no. of students in
a college according to class, gender and habitation.
5. Manifold Table: It is a one which shows more than three characteristics/ features of the data. Eg: No. of
student in a college according to their gender, class, habitation and marital status.
Ilustration 1. In a sample study about coffee drinking habits in two towns, the following information was
received:
Town A: Females were 40%, Total coffee drinkers were 45% and Males non-coffee drinkers were 20%.
Town B: Males were 55%, Males non-coffee drinkers were 30% and Females coffee drinkers were 15%.
Represent the above data in a tabular form.
Ilustration 2: Of the 1,125 students studying in a school during 2005-2006, 720 are Hindus, 628 are boys and
440 are science students. The number of Hindu boys is 392, that of boys studying science 205 and that of
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Hindu students studying science 262, finally, the number of science students among the Hindu boys was 148.
Enter these frequencies in a table and complete the table by obtaining the frequencies of the remaining cells.
Ilustration 3: Census of India 2001 reported that Indian population had risen to 102 crores of which only 49
crores were females against 53 crore. 74 crore people resided in rural India and only 28 crores lived in towns
or cities. While there were 62 crore non-workers Population against 40 crore workers in the entire country,
urban population had an even higher share of non-workers (19 crore) against the workers (9 crore) as compare
to the rural population where there were 31 crore workers out of 74 crore population.

FORMAT OF TABLE
Table Number: .............

Title: .o
[Head note]

Caption

Sub-head Total [Rows]

Column Column Column Column
Head Hegd Head Head

Stub
entries
BODY

Total
[columns]

Source Note:

Foot Note
Diagrammatic Presentation of Data

Utility or uses of diagrammatic presentation:

1. Makes complex data simple.

2. Diagrams are attractive.

3. Diagrams save time when compared to other methods.

4. Diagrams create a lasting impression on the minds of observers.

Limitations of diagrammatic presentation:

1. They do not provide detailed information.

2. Diagrams can be easily misinterpreted.

3. Diagrams can take much time and labor.

4. Exact measurement is not possible in diagrams.

Kinds of diagrams:
Line diagrams — Lines are drawn vertically to show large number of items.
Bar diagram — Is one dimensional diagram. It comprises of a group of rectangular bars having equal space

and width for each class of data.
Pie diagrams— It is circle sub-divided into segment to present data proportionately.
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Bar diagram

1. Simple Bar Diagram: These are those diagrams which are based on a single set of numerical data. There
are two types of simple bar diagrams: Vertical Bar Diagram, Horizontal Bar Diagram

Ex: Draw a simple bar diagram for the data obtained for on the production volume of wheat during rabi
reason from the financial year 2020 to 2023 from the given data.

Production volume of wheat
Year 2019 2020 2021 2022

2023

Production of wheat 90 107 109 107 112
(tone’s)

Production volume of wheat

120
110
100
90
I | I

Production of Whe
N o)) (o)
o o

N
o

2019 2020 Years 2021 2022 2023

2. Multiple Bar diagrams — These diagrams represent more than one type of data at a time.
Ex: Draw a multiple bar diagram for the data obtained for on the work population ratio in India from given
following data.

Work Population Ratio in India
Sex Urban Rural

Total

58.1 53.1 52.7
Male

13.9 29.9 25.4
Female

Total
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Work Population Ratio in India

RURAL
Male Feamle Total

3. Subdivided Bar diagram or Component Bar diagram — These diagrams present total values and parts
in a set of a data.

Ex: Enrolment by gender at schools (per cent) of children aged 6-14 years in a district of Bihar.
Gender Enrolled (Parentage) Out of School (Percentage)
Boys 91.5 8.5

Girls 56.8 41.4
All 78 22

Enrolled by gender at primary school at the age 6-14 in
district of Bihar

78

N
.‘
56.8

Girls All

M Enrolled (Parentage) M Out of School (%)

Pie diagrams — Circle may be divided into various sectors representing various components.
Angle= value of individual item divided by Sum of total item multiplied with 360°
Ex: Make a pie chart from the following given data.

Item of expenditure % of total expenditure Agular component
Food 60 60x3.6=216
Clothing 15 15x3.6=54
Shelter 10 10x3.6=36
Education 10 10x3.6=36
Health 5 5x3.6=18
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% of total expenditure

Clothing Shelter Education = Health

GRAPHIC PRESENTATION OF DATA
Meaning: It is a sort of chart which shows statistical data in the form of lines or curves.

Advantages of Graphic Presentation:

1. Graphs represent complex data in a simple form.
2. Values of median, mode can be found through graphs.
3. Graphs create long lasting effect on people’s mind.

Disadvantages of graphic Presentation:
1. Graphs do not show precise values.
2. Only experts can interpret graphs.
3. Graphs may suggest wrong conclusions.
Rules of Constructing graph:
1. The heading of the graph should be simple, clear and self-explanatory.
2. Graphs should always be drawn with reference to some scale.
3. False baselines should be drawn if the difference between zero and the smallest value is high.
4. Index should be made if different lines are drawn as in time series graphs.
Types of Graphs:
1. Line frequency graphs — Such graphs are used to represent discrete series.
2. Histogram — A two-dimensional diagram whose length shows frequency and the breadth shows size of
class interval.
Histogram: It is a graphical presentation of a frequency distribution of a continuous series. If data are
given in inclusive form, these are first converted into exclusive form for constructing a histogram.
Histogram of frequency distribution are of two types:
Histogram of equal class interval: These are those which are based on the data with equal class intervals.
Ex: Represent the following given data by equal class intervals of histogram.
Daily Wages Workers
(0-10) 8
(10-20) 30
(20-30) 15
(30-40) 25
(40-50) 6
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(10-20) (20-30) (30-40)
Daily Wages

Histogram of unequal class interval: It is the one based on the data with unequal class intervals. Before
presenting the data in the form of graphs, frequencies of unequal class interval are adjusted.

Represent the following given data by unequal class intervals of histogram.
Daily wages (Rs) Number of Workers (f)

45-50 2
51-56 10
57-62 20
63-68 15
69-74 8

N
(S,

N
o

=
(6]

=
o

Frequency

57-62
Daily Wages
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Polygon: Polygon is a diagrammatic presentation of data which is constructed by joining the mid-point of
the top of all rectangles in a histogram. However, a polygon can be drawn even without constructing
a histogram. For this, mid values of the classes of a frequency distribution are marked on X-axis of the
graph and corresponding frequencies are marked on the Y-axis. All points indicating frequencies of
the different classes are joined to make a graph called frequency polygon.
Frequency Polygon: A histogram becomes frequency polygon when a line is drawn joining midpoints of
tops of all rectangles in a histogram.
Ex: Represent frequency polygon from the given following data.
Marks 0-10 | 10-20 | 20-30 30-40 40-50 50-60
No. of 5 12 15 22 14 4
Students

Mid-Point Frequency (f)
5 5
15 12
25 15
35 22
45 14
55 4

Frequency Polygon

N
(6]

22

= N
(2] o

Frequency
)

25 35
Mid-Point

Frequency Curve: Smooth curve joining the points corresponding to the frequency and provides frequency

curve of the data.

Ogive: A curve obtained by plotting frequency data on the graph paper.

Ogive or Cumulative Frequency Curve: It is a curve which is constructing by platting cumulative

frequency data on the graph paper, in the form of a smooth curve. It is constructed in two ways:

1. Less than method: In this method, beginning from upper limit of class interval we go on adding the
frequency corresponding to every next upper limit of the series.
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2. More than method: In this method, we take cumulative total of the frequencies beginning with lower
limit of the first-class interval.
More than less than More than
ogive ogive ogive
(0-5) 4 0 5 0
(5-10) 3 5 10 5
(10-20) 7 10 15 10
(15-20) 9 15 20 15
(20-25) 12 20 25 20
(25-30) 8 25 30 25
(30-35) 4 30 35 30

Class Workers

More than and less than ogive

vl
o

43 43

w B b
o un (6]

Cumulative Frequency
= NN
v O U

[EEN
U O
>

20
Marks

Importance and uses of Graphs and Diagrams.

1. They are interesting, attractive and impressive: One can study the trend and fluctuations of the
statistical values by graphic presentation. A layman who is not interested in going through the figures,
gets message from graphs and diagrams. Diagrams are used for publicity and propaganda.

They are the simplest methods of presenting data: They save time and energy of the statistician and
the layman. One can understand the figures what they want to say without any strain on mind and
knowledge of mathematics as they mark the data simple and intelligible.

They make comparison easy: Comparison from one period to another period or from one section to
another section becomes easy. Thus, diagrams can be used for quick comparisons.

They have universal utility: Since the figures are made very attractive by the presentation of graphs and
diagrams, they are popularly used in exhibitions, fairs, journals, newspapers, board meeting etc. Diagrams
are used particularly to give information to the common man. They are widely used in economic, social,
business and other fields. Diagrams play an important role in the modern advertising campaigns.
Graphs are used for finding positional values: Diagrams are not used for statistical determination of
values but special type of graphs help for finding positional values like median, quartiles, mode etc.

Arithmetic Line Graph

Meaning: Arithmetic line graphs are constructed to present time series data, that is, the data corresponding
to different weeks, months or years. Therefore, arithmetic-line graphs are often called 'time series graphs'.
Step to construct Arithmetic line graph
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Step 1: Since “time” is an independent variable, show it along the X-axis in the graph. The other variable
is measured along the Y-axis because it is a dependent variable.

Step 2: Place a point on the graph for each pair of values that represents the independent variable’s value
on the X-axis and the dependent variable’s value on the Y-axis.

Step 3: To create the time series graph, straight lines (not freehand lines) are used to connect all the data
points that so obtained.

Ex: Represent the Arithmetic line graph from the following given data.
Years 2010 | 2011 |2012 |2013 |2014 |2015 |2016

Export 375.35 | 447.38 | 448.40 | 472.18 | 468.35 | 416.79 | 498.26
in
(Dollars)

Chart Title

538.64 529.25

498.26  498.26 499.73

44738 aags 7218 46835

<
o
=
LL
O
n
|_
o
O
a
X
L

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
YEARS

MULTIPLE CHOICE QUESTIONS

. Arithmetic line graphs are also known as

(a) Linear graph

(b) Time series graph

(c) Non-linear graph

(d) Ogive

Median of a distribution can be obtained from

(a) Ogive

(b) Histogram

(c)Pie diagram

(e) Bar graph
. Tabulation is, arranging data in

(a) Rows and graph

(b) Rows and columns

(c) Rows and diagrams

(d) Diagrams and graphs
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. Histogram is a graphical representation of a frequency distribution of a
(@) Individual series
(b) Discrete series
(c) Continuous series
(d) Linear graph

. Captions is the title given to:
(@) Columns
(b) Rows
(c) Head note
(d) Stubs

. Which of the following refer to geometric form of data presentation?
(a) Bar diagram
(b) Histogram
(c) Pie diagram
(d) All of the above
. What will be the degree measure of an angle in the pie diagram if a household spends 80% of his
income on goods?
(a) 180°
(b) 228°
(c) 90
(c) 72°
. The most attractive method of data presentation:
(@) Textual
(b) Tabular
(c) Diagrammatic
(d) Either (a) or (b)

. Data represented through arithmetic line graph help in understanding
(a) Long term trend
(b) Cyclicity in data
(c) Seasonality in data
(d) All the above
. Data represented through a histogram can help in finding graphically the
(@) Mean
(b) Mode
(c) Median
(d) All of the above
. Which diagram is never drawn for a discrete variable?
(a) Histogram
(b) Frequency polygon
(c) Frequency curve
(d) Ogive
12. Which of the following frequency diagram uses cumulative frequency distribution?
(a) Bar diagram
(b) Frequency curve
(c) Histogram
(d) Ogive
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Read the following statements carefully: In the light of the given statements, choose the correct
alternative from the following:

(a) Statement 1 is true and statement 2 is false

(b) Statement 1 is false and statement 2 is true

(c) Both statements 1 and 2 are true

(d) Both statements 1 and 2 are false

13. Statement 1: In textual presentation, data are described within the numerical.
Statement 2: Under textual presentation large size of data to be presentation as a part of text.
14. Statement 1: Captions is the title given to the rows of a table.
Statement 2: Footnotes are given for clarification of the reader.
15. Statement 1: Data representation through histogram can help in understanding the trend
Statement 2: “More than ogive” is drawn on the basis of upper limit and increasing frequency

Read the following statement -Assertion (A) and Reason (R). Choose one of the correct
alternatives given below:

Alternatives:

(a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of Assertion
(A).

(b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct explanation of
Assertion (A).

(c) Assertion (A) is true but Reason (R) is false.

(d) Assertion (A) is false but Reason (R) is true.

16. Assertion (A): Frequency polygon is the most common method of presenting grouped frequency

distribution.
Reason (R): -Frequency polygon is derived from histogram.
17. Assertion (A): - Table is the Consequence of tabulation
Reason (R): Tabulation is systematic and logical presentation of numeric Data in row and columns.
18. Assertion: The heading given to a column in a table is called caption
Reason: Body of the table contains numerical information.
Answers:
Time series graph
Ogive
Rows and columns
Continuous series
Columns
All of the above
228°
Diagrammatic
. Long term trend
. Mode
. Histogram
. Ogive
. Both the statements are false
. Statement 1 is false and statement 2 is true
. Statement 1 is true and statement 2 is false
. Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct
explanation of Assertion (A).
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17. Both Assertion (A) and Reason (R) are true and Reason (R) is the correct
explanation of Assertion (A).

18. Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct
explanation of Assertion (A).

SHORT ANSWER/LONG ANSWER TYPE QUESTIONS

19. What kind of diagrams are more effective in representing the following:
i. Monthly rainfall in a year
ii.Composition of the population of Delhi by religion
iii.Components of cost in a factory
Ans:
i. Arithmetic line graph
ii. component bar diagram
iii.Pie diagram

20. Explain the General rules for constructing Diagrams and graphs General rules for constructing

Diagrams and graphs

Q) Proper axis: Equal distances on the X and Y axis.

(i) Proper heading: The graph should be given a proper heading, suitable to the nature of
information to be plotted through time series graph.

(iii)  Proper scale: appropriate scale fixed on which data should be presented.

(iv)  Use of signs or colors: If more than one line is to be drawn in the same graph, these signs or
lines or colors should be differentiated from each other.
*To draw a line: The various pointes so obtained are joined by straight lines.
*Less use of words and figures: Plot each value of graph by point. Less use of words and
figures.

. Explain advantages and disadvantages of textual presentation of data.
Ans: Advantages
e the reporter can draw attention of the reader to highlight particular points which he considers to
be of special importance
this mode of presentation of data is easy to understand as well as appealing to literate people.
Detailed information can be provided to the reader regarding any problem.
Disadvantages
In most cases, the textual presentation of statistical information is monotonous and boring.
It is not appropriate for presenting a large volume of statistical information.
If it becomes necessary to make large number of comparisons, this method may not work.

22 Write three merits of tabular presentation of data.
(a) It plays an important role in simplifying presentation of data.
(b) It facilitates further analysis.
(c) Tables are good sources of reference for further studies.
(d) Tables facilitate comparison.
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23. Distinguish between a bar diagram and a histogram.
Ans. Bar diagram is different from a histogram in two ways:
(a) In a bar diagram, we are concerned with the length of the bar. They are one-dimensional form

of presentation. But a histogram is a two-dimensional form of presentation where length and
width both are considered.

(b) In a bar diagram, there is a gap between different bars whereas in a histogram, there is no gap
in between the different rectangles.

The following figures illustrate the idea:

Bar diagram showing Histogram showing marks

population in lakhs of Students

10 20 30 40

24. Represent the following using pie diagram

Items of Proportionate
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expenditure

angles

food

70x3.6 =252°

clothing

10x3.6 =36°

rent

5x3.6=18°

education

10x3.6 =36°

miscellaneous

5x3.6=18°




Expenditure of an average working class
family

H food M clothing mrent education M misc

25. What are the essential parts of a statistical table? Explain any four.
Ans: Tabular Presentation: A statistical table is the systematic organization of data in columns and rows.
Tabular involves the orderly and systematic presentation of numerical data in a form designed for the
problem under consideration.
. Table number
. Title
Caption or Column head
Stub or Row head
Body of the table
. Source note
. Foot note
Table Number: First of all, a table must be numbered. Different tables must have different numbers. If
in a chapter more than one table is presented then it is essential to number them like 2.1,2.2 etc. It is given
at the top of the table.
Title: A table must have atitle. It should attract the attention of the readers. The title must be simple, clear
and short. A good title is short but complete in all respects.
Stubs: Stubs are titles of the rows of a table. These titles indicate information contained in the rows of a
table.
Caption: Itis the title given to the columns of the table. It indicates information contained in the column
of a table. E.g: students may be classified into boys and girls as sub-heads.
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UNIT 3: STATSTICAL TOOLS AND INTERPRETATION

MEASURES OF CENTRAL TENDENCY

A measure of central tendency is a value that represents the entire group of data.

Important Term and Concepts:

Average: ‘An average is a figure that represents the whole group’.
Averages are also called Measures of Central Tendency.
Functions of Average:
i Presents complex data in a simple form.

Facilitates comparison.
iii]  Helps government to form policies.
iv]  Useful in Economic analysis.

Essentials of a good Average:

I. Simple to calculate.
ii. It should be easy to understand.
iii.  Rigidly defined.
Based on all items of observation.
Least affected by extreme values.
Capable of further algebraic treatment.
vii. Least affected by sampling fluctuation.
viii. Graphic measurement possible.
The measures of central tendency are
a) Mean (X)
b) Median (M)
c) Mode (2)

ARITHMETIC MEAN
Arithmetic mean of series of items is obtained by adding values of the items and dividing by the
numbers of items.
It is the most common type of measures of central tendency.
Types of Arithmetic Mean:-
(1) Simple Arithmetic mean: - In it, all items of a series are given equal importance.
(2) Weighted Arithmetic mean: - Deferent items of a series are accorded different
weightsin accordance with their relative importance.
It is obtained by dividing the sum of all observation in a series by the total number of
observations.
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Merits of Arithmetic mean

1.  Easyto calculate
2. Simple to understand
3. Based on all observations
4.  Easy mathematical calculations.
Demerits of Arithmetic Mean:
1. Affected by extreme values.
2. _Cannot be calculated in open-end series.
3. Cannot be graphically ascertained
4. Sometimes misleading or absurd result.

Weighted Arithmetic Mean:
Values to be arranged are given varying importance.
XW =2 WX
W
Xw = Weighted Arithmetic Mean

W = Weight, X = Values of the variables

Calculation of Arithmetic Mean:

Individual Series

Discrete Series

Continuous Series

Direct Method

X=2X
N

X =2fx
N

X =2fx
2 f

Assumed Mean
Method

X=A+2X
N

X =A + > fdx
N

X=A+2fd
2 f

Step Deviation
Method

X=A+>d xi
N

X=A+fdx xi
N

X=A+2fd xi
>f

Individual series

Direct Method: - Marks of 10 students is 10,15, 12, 11,20,16,22,25,30 and 35.Find out the
average marks.

Solution: - X=>X/N

10 | 15
Marks

X=2YX/N=200/10=20
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Assumed Mean Method: -

No.of students

AM (d=X-A)

1

-12

-7

-10

-11

-2

-6

0

3

8

PO N®O OB IWN

17

=z

2d = -48+28=-20

Solution: X=A+2>d/N Mean =22+ (-) 20/10 = 20

DISCRETE SERIES

Marks

20

30

No of Students

10

40

Solution

Marks

Students

Discrete
Method

Short-cut method

Step- devotion method

X

Fx

X-
A=d(30)

fd

d/c=d’

fd’

10

15

150

-20

-300

-2

-30

20

10

200

-10

-100

-1

-10

30

40

1200

0

0

0

40

20

800

10

200

20

50

15

750

20

300

30

2f=100

2 fX=3100

>fd=100

2fd’=10

Discrete Method: - X =XfX/>f

= 3100/100 = 31

Short-cut Method: - X=A+ >fd/ >f =30+100/100=31
Step- deviation method: X=>fd’/ >f x i =30+10/ 100 x 10 =31
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CONTINUOUS SERIES

Marks 0-4

No of Students 4

Solution

Mark | Students | Mid-point | Discrete Short-cut method Step- deviation
S Method method

C.l M fm d=m-A(5) dic=d’ | fd’

0-2 -2 -10

2-4 -1 -15

4-6 0 0 0

6-8 1 10

8-10 4 2 20

Direct Method: - X =>fm/>f =260/50=5.2

Short-cut method: - X=A+ >fd/ >f =5+ (-) 10/50=5.2
Step- deviation method: X= A+ X fd’/ 2 fxi=5+5/50x4 =5.2

MEDIAN

It is defined as the middle value of the series, when the data is arranged in ascending or
descending order.

Calculation of Median for Individual & Discrete Series

M = Size of (N+1) " item
2

Individual series

The following series show Marks of 9 students. Find the median marks.

Marks | 17 32 35 33 15 21 41
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Solution:

Ascending order Descending order
11 35
15 33
17 32
18 21

21
32
33
35

18
17
15
11

=z ©| ol N| o U] | W| M|
= ©| ol N| o U] | W| M|

=9

M= Size of (N+1/ 2) th item
= Size of (9+1/ 2)th item
Size of 5™ item = 19

The following series show Marks of 8 students. Find the median marks.
Marks 8 10 12 14 18 19 21
M= Size of (N+1/ 2) th item

= Size of (8+1/ 2) th item

Size of 4.5 items

Size of 4™ item + Size of 5" items / 2 = 14+18 / 2= 16
Median marks= 16 marks

DISCRETE SERIES
Calculate median from following set of data:
Size ‘X’ 5 6
Frequency(f) |4 1

Solution

Frequency(f)
4
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M= Size of (N+1/ 2) th item
N=>f
= Size of (20+1/ 2) th item = size of 11" item
Since 11" item falls in cf 16 and the size against this cf is 8.

Therefore, median of this series B8.

CONTINUOUS SERIES
Calculate median from following set of data:
Size ‘X’ 0-10 10- 20

Frequency(f) |3 4

Solution

Size X’ Frequency(f)

0-10 3

10 -20 4

20 -30 2
30 -40 (median class) 7f 16
40 -50 10 26
N=>f= 26
Median Item = size of (N/2) " item. =26/2 =size of 13"

itemM=1L1+N/2—cfxi
f
= 30+ (13-9/7) x 10 =35.71 Median = 35.71

Merits of Median
It is not affected by extreme values.
It is simple and easy to understand.
It can be presented graphically.
It is defined rigidly.

Demerits of Median
It is not based on all observations.
Lack of further algebraic treatment.
. Affected by fluctuations in sampling
. Time consuming in case of large number of observations.
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MODE

The value of the variable which occurs most frequently in a distribution is called the mode.
Calculation of Mode
Individual Series:
a. By Inspection
b. By conversion into discrete series and then identify the value corresponding to
which there is highest frequency.
(1) By Inspection: marks of 10 students, calculate the value of mode:
20, 22, 25, 28, 30, 32,35 ,25, 21, 25

bolution: arranging the series in ascending order: 20, 21, 22, 25, 25, 25, 28, 30, 30, 35
By inspection, marks 25 occurs the most, hence Mode (Z)is 25 marks.
(ii) By conversion into discrete series:
Marks (X) 20 21 22 25 28
Frequency 1 1 1 3 1

Discrete Series:

i By Inspection Method.
i Grouping Method: By preparing Grouping Table and then preparing Analysis table.

Calculate value of mode:

Marks 40 50 60 70 80

No of students | 2 4 8 10 5

By Inspection Method: - By inspection, we find that 70 accurse most frequently,
Hence Mode marks = 70 marks.
Grouping Method:

Marks F (column-I) | column-I1 | column-1Il1 | column-IV | column-V column-VI
(1+2) (2+3) (1+2+3) (2+3+4) (3+4+5)

40 2+4=6 2+4+8+14

50 4 4+8=12 4+8+10=22

60 8 8+10=18 8+10+5=23
70 10 10+5=15 10+5+6=21
80 5 5+6=11

90 6

Since the value 70 has occurred for the maximum number of items, therefore the modal
marks are 70.
Continuous Series:
(j) By Inspection Method.
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(if) Grouping Method
Calculate value of mode:
Marks 0-10
No of students | 3
By Inspection Method: -

Marks (X) No. of students(f)
0-10 3
10-20 410
20-30 15f1
30-40 6 f2
40-50 8
Z=L+ fi—-fy xi
2f1—f—f>

Z=20+ (15-4/2x 15- 4 -6) x 10 =25.5
Mode = 25.5

Grouping Method:

No. of students
10-20 3
20-30 10
30-40 25
40-50 15
50-60 23
60-70 22
70-80 10
80-90 8

Grouping table

Marks | F column-1l1 | column-I11 | column-1V column-V column-VI

(column-I) | (1+2) (2+3) (1+2+3) (2+3+4) (3+4+5)
10-20 3 3+10=13 3+10+25=38
20-30 10 10+25=35 10+25+15=50
30-40 25 25+15=40 25+15+23=63
40-50 15 15+23=38 | 15+23+22=60
50-60 23 23+22=45 23+22+10=55
60-70 22 22+10=32 22+10+8=40
70-80 10 22+10=32
80-90 8

Mode class = 50-60 with frequency 23.

Z=Tat fi—fy =1
2f1— 11>
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Z =50+ (23 -15/2x 23 — 15 -22) x 10 = 58.9 mode (Z) = 58.9
Merits of Mode
i It is easy to understand and simple to calculate.
ii.  Not affected by extreme values.
iii.  Can be located graphically.
Easily calculated in case of open-end classes.
Demerits of Mode

Not rigidly defined.

If mode is ill defined, mathematical calculation is complicated.
Not based on all items.

Not suited to algebraic treatment.

Relationship between Mean. Median and Mode
I. In case of symmetrical distribution

Mean = Median = Mode
In case of asymmetrical distribution
Mode = 3 Median — 2 Mean

MULTIPLE CHOICE QUESTIONS

is used when the sum of deviation from average should be least
a) Mean b) Mode c) Median d) None of these

2. Mean should be
a) Simple b) Based upon all items

c) Not capable of further algebraic  d) All of these

3. Sum of deviation about mean is:
a) Zero b) Minimum

¢) Maximum d) None of these

4. The most appropriate measure of central tendency in case of data of varying importance

a) Combined mean b) Weighted mean

¢) Assumed mean d) All of these

5. The values of all items are taken into consideration in the calculation
a) Median b) Mode

(c) Mean d) None of these
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The number of observations in a group is 50. If the average of first 20 is 5 and remaining 30
Is 4, then the average of whole group is
a) 4.1 b) 4 c)4.2 d)4.4

The value which has the greatest frequency in a series is called
a) Mean b) Range ¢) Mode d) Median

Read the following statements; Choose one of the correct alternatives
Statement 1: Mode is useful for both quantitative and qualitative data
Statement 2: Mean is used for quantitative data only.

a) Statement 1 is true and statement 2 is false

b) Statement 1 is false and statement 2 is true

c) Both statements 1 and 2 are true

d) Both statements 1 and 2 are true

Read the following statements; Choose one of the correct alternatives

Assertion(A): Median is graphically located through ogive.

Reason (R): Median is an arithmetic average

a) Both assertion and reason are true and reason is the correct explanation of assertion.

b) Both assertion and reason are true and reason is not the correct explanation of assertion.
c) Assertion is true and reason is false.

d) Assertion is false and reason is true.

The most common value in a series is

a) Mode b) Mean ¢) Median d) All the above

. Mode is found graphically by
a) Ogive b) Histogram c) Frequency polygon  d) Bar Diagram

11. Read the following statements; Choose one of the correct alternatives
Statement 1: C.F is used for cumulative frequency.
Statement 2: Arithmetic Mean is the positional value.

a) Statement 1 is true and statement 2 is false
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b) Statement 1 is false and statement 2 is true
c) Both statements 1 and 2 are true

d) Both statements 1 and 2 are true

. The arithmetic Mean of 1, 3, 5,6, X,10 is 6. The value of X is
a) 10 b) 11 c) 12 d) None of these

. If there are two groups containing 30 and 20 observations and having 50 and 60 as arithmetic
means, then the combined arithmetic mean is

a) 51 b) 54 c) 53
. Read the following statements; Choose one of the correct alternatives

Assertion(A): Inclusive class interval are converted into the exclusive class interval series before
calculating Arithmetic Mean.

Reason (R): Mid-value remains the same in case of both inclusive as well as exclusive series
e) Both assertion and reason are true and reason is the correct explanation of assertion.

f) Both assertion and reason are true and reason is not the correct explanation of assertion.
g) Assertion is true and reason is false.

h) Assertion is false and reason is true.

. To find the Median, it is necessary to arrange the data in

a) Descending order b) Ascending order

c)Ascending or descending order d) Any Random order

17. If Mean of a series is 32 and median is 40, what would be the value of mode?
a) 54 b) 58 c) 56 d) 38

18. 50% of actual values will be below and 50% of actual values will be above
a) Mode b) Median c) Mean d) Quartiles

19. Median of 2, 5, 8, 4,9 ,6, 7 1s
a)9 b) 8 d) 6

20. Which average is most suitable in case of calculating average intelligence of different
employees in an office?
a) Mode b) Median c) Mean d) Median and mode
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1. a)
6. d)
11. b)
16. ¢)

SHORT ANSWER QUESTIONS
1.A class consists of 50 students, out of which 30 are girls. The mean of marks scored by
girls in a test is 73 (out of 100), and that of boys is 71. Determine the mean score of the
whole class.

Solution:
Given,

Total number of students in a class = 50

Number of girls in the class = 30

Number of boys in the class = 50 — 30 = 20

Mean marks scored by girls = 73

Mean marks scored by boys = 71

Thus, the total marks scored by girls = 73 x 30 = 2190
Also, the total marks scored by boys = 71 x 20 = 1420

Mean score of the class = (Total marks scored by girls and boys)/Total number of students
= (2190 + 1420)/50
=3610/50=72.2

2. Calculate the mean for the following distribution.

Class interval 10-25 25-40 40-55

Number of
students
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Number of
students (F)

180

270

T d= 435

Mean=A + (3. d/}’f)

= 47.5 + (435/30)

=475+14.5

Mean = 62

3. Calculate the median marks of students from the following distribution.

Marks

10-20

20-30

30-40

40 -50

50-60

Number of
Students

Solution:

VS ZIET MYSORE




Class interval Number of students Cumulative frequency
(frequency)

N/2 =90/2 = 45
Cumulative frequency greater and nearer to 45 is 47, which lies in the interval 40 — 50
Median class is 40 — 50.
Lower limit of the median class = | = 40
Class size=h =10

Frequency of the median class = f = 20

Cumulative frequency of the class preceding the median class = cf = 27

Median=l+(N2—cf/f) xh
Median =40 + [(45 — 27)/20] x 10

= 40 + (18/2)
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=40+9
M= 49

4. Calculate the mode as follows:

Class 10—-20 20—-30

Frequency 2

h=10
Mode = L+ [(fy — fo)/ (2f1 — fo — )] x h
Mode = 30 + [(7 — 4)/ (14 — 4 6)] x 10
= 30 + (30/4)
=30+75

=37.

5. Calculate median from the following series

X 3 4

F 3 12
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M = (N+1)/2 th item
M = 48+1/2 th item
M = 49/2 th item
M = 24.5 th item

M=12

*kkhkhkkhhhhkhkkkkkhkhkiiikikkx

CORRELATION

Important terms and concepts
Correlation studies the relationship between tow variables in which change in the value of one
variable causes change in the other variable. It is denoted by letter ‘r’.

Definition: ‘When the relationship is of a quantitative nature, the appropriate statistical tool for

discovering and measuring the relationship and expressing it in a brief formula is known as

correlation’.
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Kinds of Correlation: -

1. Positive and Negative correlation.

2. Linear and non — linear correlation.

3. Simple and multiple correlations.

Positive correlation: When both variables move in the same direction. If one increases, other
also increases and vice-versa.

Negative correlation: - When two variables move in the opposite direction, they are negatively

correlated.
Linear Correlation: - When two variables change in a constant proportion.
Non- linear correlation: - When two variables do not change in the same proportion.

Simple correlation — Relationship between two variables are studied.

Multiple Correction — Relationship between three or more than three variables are studied.

Degrees of Correlation

Degree Positive Negative
Perfect +1 -1

High Between +0.75 to +1 Between -0.75to -1
Moderate Between +0.25 to +0.75 Between -0.25t0 -0.75
Low Between +0 to +0.25 Between -0 to -0.25
Zero 0 0

1. Perfect Correlation - When values of both variables changes at a constant rate Types — (a)

Perfect positive correlation — when values of both variables changes at a constant ratio in

the same direction correlation coefficient value (r) is + 1
(b) Perfect negative correlation — When values of both the variables change at a constant

ratio in opposite direction. Value of coefficient of correlation is -1

Absence of correlation: When there is no relation between the variables r =0

Limited degree correlation: The value of r varies between more than O and less than 1

Different methods of finding correlation
a) Scatter Diagram
b) Karl Spearman’s Coefficient of Correlation

C) Spearman’s rank correlation
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SCATTER DIAGRAM

It is a simple and attractive method of diagrammatic representation of a bivariate distribution to
determine the nature of correlation between the variables.

Scatter plots are valuable because they provide a visual representation of data points and

allow analysts to quickly assess relationships between variables, identify patterns,

and detect outliers. They are commonly used in various fields including statistics, engineering,

economics and social sciences.

Interpretation of Scatter Diagram
1. Perfect positive correlation: The correlation coefficient (often denoted as r) is +1.

When plotted on a graph, the data points form a straight line that slopes upwards from

left to right.

2. Perfect negative correlation: If all the points of a scatter diagram fall on a straight line with

negative slope, then the correlation is said r = -1.

3. Positive correlation: When all the points of a scatter diagram cluster around a straight line going

upwards from left to right.

Negative correlation: When all the points of a scatter diagram cluster around a straight line with

Negative slope.

No correlation: If the points are scattered in a haphazard manner, then it is a case of zero or

no correlation.
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Scatter Diagram
Low Degree of

Perfect Positive Perfect Nagative Positive Correlation Low Degree of
Yl Correlation Mcorrelation % "Negative Correlation

High Degree of High Degree of
Positive Correlation Negative Correlationy
N

N
. 4
g No Correlation YT NoCorelation

ot

Merits and Demerits of Scatter Diagram

Merits
It is a simple and a non-mathematical method
It can be easily understood and interpreted
It is not influenced by size of the extreme values
It is first step in investigating the relationship between two variables.
Demerits
It is a non-mathematical method
It is not suitable for large observations
It does not imply causation
It gives a rough idea of the degree and nature of correlation
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Karl Pearson’s Method: Karl Pearson has given a quantitative method of calculatingcorrelation

22Xy
No xoy

r

Where X=X-X, Y=Y-Y
N = number of observations
o X = Standard deviation of series X
o Y = Standard deviation of series Y

Actual Mean Method
R — XY
N EXE x 2y

Wherex=X-X,y=Y-Y

Calculate coefficient of co-relation given the following data:

X 15 18 21 24 27
Y 25 25 27 31 32
Solution:

X

Deviation
(x=X-X)
X=21

Square of
deviation

(x?)

Deviation
(_y: Y-Y)
Y =28

Square of
deviation

(v?)

Multiple of
deviation

(xy)

-6

36

9

18

-3

9

9

0

1

9

16

44

R="-7

X2 x Zy?

X

y

60

~ 90 x44

=+0.95 It is situation of high degree of positive correlation.
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Spearmans’s Rank Correlation Method
Formula: 1) In case of non-repeated ranks

R=1- 6yD?
N3-N
rs = Spearman’s rank correlation
~D? = Sum of squares of difference of ranks

N = Number of observations

A) The percentage of marks secured by 5 students is given below. Calculate rank Correlation.

R=1- 6YD?

N3-N
Rk=1-6x2/5°-5

Rk= 1-0.1=0.9

2) In case of repeated ranks

Rc=1- 6YD?(1/12 (m*m) +(m3-m) +)

N3-N
D= Rl-Rz

m= no. of times a particular value or rank is repeated
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B) The percentage of marks secured by students in economics and statistics. Calculate rank Correlation.

Statistics 15 10 20 28 12 10 16 18
Economics 16 14 10 12 11 15 18 12
Marks in Marks in D?

Statistics (X) | R1 Economics (y) | R2
15 16
10 . 14
20 2 10
28 1 12

12 11
10 . 15
16 18
12

Rc=1- 6YD?(1/12 (m®*m) +(m°-m) +)

N3-N

=1- 6x114(1/12 (8-2) +(8-2)

83-8
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MULTIPLE CHOICE QUESTIONS
1. Karl Pearson’s coefficient of correlation ranges from

a) +1to-1
b) -1t00
c) Otol

d) -2to +2

Read the following statements and choose the correct alternative
Statement 1: Scatter diagram indicates the exact numerical value of correlation
Statement 2: Scatter diagram does not require to calculate any number.

a) Statement 1 is true and statement 2 is false
b) Statement 1 is false and statement 2 is true
c) Both statements 1 and 2 are true

d) Both statements 1 and 2 are true

3. Assertion (A): Correlation does not tell about cause and effect relationship.
Reason (R): Correlation studies the relationship between two variables

a) Both assertion and reason are true and reason is the correct explanation of assertion.
b) Both assertion and reason are true and reason is not the correct explanation of assertion.
c) Assertion is true and reason is false.

d) Assertion is false and reason is true.

4. If ryy =0, the variable X and Y are
a) linearly related
b) not linearly related
¢) Independent
d) None of the above
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. If the relationship between x and y is positive, as variable y decreases, variable x
a) Increases
b) Decreases
¢) Remains same
d) Changes linearly

Read the following statements; Choose one of the correct alternatives

Assertion(A): The correlation between height and weight of a person is positive.

Reason (R): Positive correlation means the movement of two variables in the same direction.
a) Both assertion and reason are true and reason is the correct explanation of assertion.

b) Both assertion and reason are true and reason is not the correct explanation of assertion.

c) Assertion is true and reason is false.

d) Assertion is false and reason is true.
. The lowest strength of association is reflected by which of the following correlation coefficients?

a) 0.95 b) -0.60 c) -0.35 d) 0.29
. When r =1 all points in a scatter diagram would lie
a) On a straight line directed from lower left to upper right
b) On astraight line
c) On astraight line directed from upper left to lower right
d) Both a) and b)
Correlation coefficient is of the units of measurement.
a) Independent b) Dependent c) Both a) and b) d) None of these
10. The correlation between shoe size and intelligence is
a) Negative b) Positive c) Zero d) None of these

. When we study correlation between two variables, it is called

a) Partial b) Simple c¢) Multiple d) double
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12. Which of the following statements is not true?

a) The correlation is said to be linear of the ratio of change between two variables is constant
b) Linear correlation is indicated by a straight line on the graph paper
c) Linear correlation is always positive

d) If there are two variables X and Y then change in X/Change in Y is constant, it will be linear
correlation.

. Which of the following would not allow you to calculate correlation?

a) A negative relationship between X and Y

b) A positive relationship between X and Y

c) A curve linear relationship between X and Y
d) A linear relationship between X and Y

. Karl Pearson’s coefficient is defined from

a) Ungrouped data
b) Grouped data
c) Botha)and b)
d) None of these

. If there is a perfect disagreement between the marks in geography and statistics then that would be

The value of rank correlation coefficient?

b) any value d) (b) or (c)

2. b) 3.3
7.d) 8. a)
12. ¢) 13. ¢)

SHORT ANSWER QUESTIONS

1. Discuss the merits and demerits of scatter diagram.

Ans: Scatter diagram is a diagrammatic representation of a bivariate contribution to determine the
nature of correlation between the variables.
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Merits

e) Itisasimple and a non-mathematical method

f) It can be easily understood and interpreted

g) Itis notinfluenced by size of the extreme values

h) Itis first step in investigating the relationship between two variables.
Demerits

e) Itis a non-mathematical method

f) Itis not suitable for large observations

g) It does not imply causation

h) It gives a rough idea of the degree and nature of correlation

When is rank correlation more precise than simple correlation coefficient?
Ans. Rank correlation is more precise than simple correlation coefficient in the following
situations

a) Rank method is very useful when the data is qualitative in nature like honesty, beauty,
intelligence etc. In such cases, ranks are assigned to different items under consideration.

b) Rank correlation method is also preferred over the simple correlation coefficient may be
misleading values are present in the data. In such a case, simple correlation coefficient may be
misleading.

3. Explain what correlation measures and how it is interpreted in statistics.
Answer: Correlation measures the strength and direction of the linear relationship between two
variables. It is a statistical technique used to quantify how strongly pairs of variables
are related to each other. The correlation coefficient, denoted as r, ranges from -1 to +1.:

A correlation coefficient close to +1 indicates a strong positive relationship, meaning as one variable
increases, the other variable also tends to increase.
A correlation coefficient close to -1 indicates a strong negative relationship, meaning as one variable
increases, the other variable tends to decrease.
A correlation coefficient close to 0 indicates no linear relationship between the variables.
Correlation does not imply causation; it only measures the strength and direction of the linear association
between variables.
Factors such as outliers, non-linear relationships, and confounding variables can affect the interpretatio
of correlation coefficients.
It is crucial to assess correlation in conjunction with other statistical techniques and considerations to dra
meaningful conclusions about relationships between variables.
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4.Calculate Karl Pearson’s coefficient of correlation

24

22

25

18

14

22

X=147/6 = 24.5 Y =117/6 =19.5

R = Yxy Ny x2\Yy?

=245

V17.559.5

=24.5/32.22=0.76

5.Calculate coefficient of rank correlation

X

85

60

Y

60

48

Solution

X

)

85

60

55

65

75

90

N(o|olo|r |k |olo
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Rk= 1- 65D?
N3 — N

1- 6 X 2/216- 6
1- 12/210

1-
0.94

6. Read the given cases carefully and answer the questions on the basis of the same.
In real life two or more than two variables may be mutually related. For example, change in
Price of a commodity leads to change in its quantity demanded. For study of this relation,
We use correlation. Correlation between different variables may be either positive or negative.
When variables change in a constant proportion it is called linear correlation. When two
Variables do not change in any constant proportion the correlation is non-linear.
a) What do we use for studying relation between two or more variables?
Ans. Correlation
b) What is linear correlation?
Ans. When variables change in a constant proportion it is known as linear correlation
c) Give an example of non-linear correlation.
Ans. Change in price leading to change in quantity demanded.

7. Read the following case carefully and answer the question given below

KYZ Company is interested in understanding the relationship between employee satisfaction and productivity.
hey have conducted a survey to measure employee satisfaction levels and collected productivity data over the
past year. Analyse the data using correlation analysis and provide insights into the relationship between employe

batisfaction and productivity.

ANSwer:

o0 analyse the relationship between employee satisfaction and productivity for XYZ Company, correlation
hnalysis was conducted using the collected survey and productivity data. Correlation analysis measures the
strength and direction of the linear relationship between two variables, in this case, employee satisfaction and
productivity.

ere is a summary of the steps and findings:

1. Data Collection and Preparation: XYZ Company conducted a survey to measure employee satisfaction
using a standardized questionnaire. Each employee was asked to rate their satisfaction level on a scale.
Productivity data was also collected, typically measured as output per unit of time.

Calculation of Correlation Coefficient: Using statistical software or tools, the Pearson correlation
coefficient (r) was calculated between employee satisfaction scores and productivity data. The Pearson
correlation coefficient ranges from -1 to +1:

A correlation of +1 indicates a perfect positive linear relationship.
A correlation of -1 indicates a perfect negative linear relationship.
A correlation close to 0 indicates no linear relationship.

Based on the correlation analysis, XYZ Company can conclude that there is a significant positive relationship
between employee satisfaction and productivity. This suggests that investing in strategies to enhance employee
satisfaction could potentially lead to increased productivity.

*khkkkkkhkkhkkhkkhkhkkhkkikkikhkhkhkkhkhkikiikkk
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INDEX NUMBERS

Introduction to Index Numbers - meaning, types - Wholesale Price Index, Consumer Price
Index and index of industrial production, uses of index numbers; Inflation and Index
Numbers, Simple Aggregative Method.

Learning outcomes of this chapter

» understand the meaning of the term index number;

* become familiar with the use of some widely used index numbers;
* calculate an index number;

* appreciate its limitations.

Meaning of Index Number

An index number is a statistical device for measuring changes in the magnitude of a group of
related variables. It represents the general trend of diverging ratios from which it is calculated.
According to Croxton and Cowden, “Index numbers are devices for measuring difference in the
magnitude of a group of related variables.”

Types of Index numbers

Price index numbers
Types of Index numbers
Quantity index numbers

Value index numbers
Special purpose index num bers

Price index numbers: A price index is a measure of changes in prices of a variable or group of
variables over time. This type of index number is often used to compare the prices of the goods
from one period of time to the base period. The CPI is an example of a price index.

Quantity index numbers: A quantity index number is a measure of changes in quantity between
time periods. These index numbers are often used to measure things such as employment,
production, or construction. An example would be an index that measures quantity changes in
industrial production.

Value index numbers: A value index number measures changes in the aggregate value of a
variable or group of variables over time. Value index numbers are used to track changes in things
such as trade, inventories, and sales.
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Special purpose index numbers: Special purpose index numbers are those that are constructed for
a specific purpose that does not fit into the other categories. These index numbers are typically
designed to track changes in a specific industry, sector, or unique variable group. Index numbers
that track changes in the stock market are an example of a special purpose index number.

CONSTRUCTION OF AN INDEX NUMBER

The Aggregative Method
There are two methods of constructing simple index numbers.

(i) Simple Aggregative Method In this method, we use the following formula
rp
P, = —L %100
rP

Q

Here, Po1 = Price index of current year

¥P1 = Sum of prices of the commodities in the current year

¥Po = Sum of prices of the commodities in the base year

(i) Simple Average of Price Relatives Method

According to this method, we first find out price relatives from each commodity and then take
simple average of all the prices relatives.

Current year price (P1) Base year price (P0)x100

We can find out price index number of the current year by using the following formula

PO1=Y[P1P0x100] N

Weighted Index Numbers

Weighted Average of Price Relative Method

According to this method, weighted sum of the price relatives is divided by the sum total of the
weight. In this method, goods are given weight according to their quantity, thus

p, =25 100
: EF':::Iq.IJ

Here, Po1 = Index number for the current year in relation to the base year
W = weight
R = price relative

This method uses the base period quantities as weights. A weighted aggregative price index
using base period quantities as weights, is also known as Laspeyre’s price index.

Since the current period quantities differ from the base period quantities, the index number using
current period weights gives a different value of the index number
= ZP]ql

i x 100
ZF,q,

It uses the current period quantities as weights. A weighted aggregative price index using current
period quantities as weights is known as Paasche’s price index.
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Method of Averaging relatives

When there is only one commodity, the price index is the ratio of the price of the commaodity in
the current period to that in the base period, usually expressed in percentage terms. The method
of averaging relatives takes the average of these relatives when there are many commodities. The
price index number using price relatives is defined as

r P00
Pa

where P1 and Po indicate the price of the ith commodity in the current period and base period
respectively. The ratio (P1 /P0) x 100 is also referred to as price relative of the commodity. n
stands for the number of commodities.

The weighted index of price relatives is the weighted arithmetic mean of price relatives defined
as

W:(—KIUG]
Poi

i

Pol =

T Wi

where W = Weight. In a weighted price relative index weights may be determined by the
proportion or percentage of expenditure on them in total expenditure during the base period.

Consumer Price Index Number

Consumer price index (CPI), also known as the cost of living index measures the average change
in retail prices. Consider the statement that the CPI for industrial workers (2001=100) is 277 in
December 2014. What does this statement mean? It means that if the industrial worker was
spending Rs 100 in 2001 for a typical basket of commodities, he needs Rs 277 in December 2014
to be able to buy an identical basket of commodities. It is not necessary that he/she buys the
basket. What is important is whether he has the capability to buy
it.
_ _ N _ IWR 978b 85
This exercise shows that the cost of living has declined by 2.14% CPl= =07 86

w100

Wholesale Price Index

The Wholesale price index number indicates the change in the general price level. Unlike the
CPI, it does not have any reference consumer category. It does not include items pertaining to
services like barber charges, repairing, etc.
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Index of Industrial production

Unlike the Consumer Price Index or the Wholesale Price Index, this is an index which tries to
measure quantities. With effect from April 2017, the base year has been fixed at 2011-12 = 100.
The reason for the fast changes in the base year is that every year a large number of items either
stop being manufactured or become inconsequential, while many other new items start getting
manufactured.

While the price indices were essentially weighted averages of price relatives, the index of
industrial production is a weighted arithmetic mean of quantity relatives with weights being
allotted to various items in proportion to value added by manufacture in the base year by using
Laspeyre’s formula:

Issue in the construction of index numbers:

1)Purpose of Index Numbers: - There are various type of index numbers, contracted with the
different objectives. Before constructing an index numbers, one must define the objective.

« For example, if the objective is to study the impact of change in the value of money on
the consumers one should study the impact of change in the value of money on
consumers, one should construct consumer price index.

If we are to study the impact of change in the purchasing power of money on the
producers, we shall construct index number on the basis of wholesale prices.

2) Selection of base year: - Selection of base year is another problem in the construction of
index numbers. Base year is the reference year.

It is the year with which prices of current year are compared. As for as possible, base year should
be normal one.

3) Selection of Goods and services: - It is neither possible nor desirable to include all the goods
and services produced in the country. If we have to choose goods and services which represent
most of others in the market.

4) Selection of Prices of the goods and services: - Broadly in the construction of price index,
the problem is whether to adopt retail prices or whole sale prices, controlled or open market
prices. The choice would depend upon the objective or purpose of study.

5) Selection of weights: - While constructing of index number, weights are accorded to different
commodities according to their relative significance.
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There are several methods of according weights i.e. Fisher’s methods, Paasche’s methods,
Laspeyre’s method

While constructing weighted index numbers, one must justify his choice of weighting technique
in accordance with the nature and objective his study.

6) Selection of formula: - Index numbers can be constructed with the help of many formulae,
such as, Laspeyre’s method, Paasche’s method, Fisher’s methods. One has to decide about the
method to be used while constructing the index numbers.

Uses of Index Numbers

1)Measurement of change in price level or the value of money: - It measures the value of
money during a different period of time.

We can use the index numbers to know the impact of the change in the value of money on
different section s of society.

2) Knowledge of change in Standard of Living: - It helps to know the standard of living of
people. Money income may increase but if index numbers show a decrease in the value of
money, living standard may even decline. Thus, index numbers indicate change in real life.

3) Adjustment in salaries and Allowance: - Cost of living index is a useful guide to the
government and private enterprises to make necessary adjustments in the salaries and allowances
of the workers. Increase in the cost of living index suggests increases in the salaries and
allowances.

4) Useful to the business community: - Price index numbers serve a useful guide to the
business community in their planning and decisions

5) Information regarding production: - Index numbers of production shows whether the level
of agricultural and industrial production in the economy is increasing or decreasing.
Accordingly, agricultural and industrial development policies are framed.

6) Information regarding foreign trade: Index of exports and imports provides useful
information regarding foreign trade. Accordingly, export — imports polices are framed.

7) Useful to politician: - Politician come to know of the real economic condition in the country
on the basis of index numbers.

8) Useful to the government: - With the help of index numbers government formulates
appropriate policies to increase investment, output, income, employment, trade, price level,
consumption etc.

An inflation index number is used to track the inflation rate, and it also measures changes in the
general cost level over a while. It is called inflation when the cost level rises.
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Limitations of index numbers:

Index numbers are useful in practice. However, they suffer from certain limitations. Therefore,
they are not completely reliable.

1) Based on samples:

Index numbers are generally based on samples. We cannot include all the items in the
construction of the index numbers. Hence, they are not free from sampling errors.

2) Bias in the data:

Index numbers are constructed on the basis of various types of data which may be incomplete.
There may be bias in the data collected. This is bound to affect the results of the index numbers.

3) Misuse of Index Numbers:

Index numbers can be misused. They compare a situation in the current year with a situation in
the base year. Hence a person may choose a base year which will be suitable for his purpose. For
example, a businessman may choose a year in which his profit is high as the base year and show
that his profit is falling in the current years.

4) Defects in formulae:

There is no perfect formula for the construction of an index number. It is only an average and so
it has all the limitations of an average.

5) Changes in the economy:

The habits, tastes and expectations of the people in a country are always changing and all these
changes cannot be included in the estimation of index numbers.

6) Qualitative changes:

The price or quantity index numbers may ignore the changes in qualities of the products. At any
given time, a better-quality commodity will have a higher production cost and a higher price than
an ordinary commodity which is a substitute for the better product.

7) Arbitrary weights:

An index number has a limited scope because it is constructed for one purpose then it can not be
used for another purpose.
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MCQs

. An index number of which accounts for the relative importance of the items is known as
Q) weighted index
(i) simple aggregative index
(iii)  simple average of relatives

In most of the weighted index numbers the weight pertains to

0] base year
(i) current year
(iii)  both base and current year

. The impact of change in the price of a commodity with little weight in the index will be
Q) small
(i) large
(iii)  uncertain

. A consumer price index measures change in
Q) retail prices
(i) wholesale prices
(iii)  producer prices

. The item having the highest weight in consumer price index for industrial workers is

Q) Food
(i) Housing
(iii)  Clothing
In general, inflation is calculated by using
Q) wholesale price index
(i) consumer price index
(ili)  producers’ price index

. Which of the following are the major characteristics of index numbers?
Q) It is expressed in percentages
(i) It measures the net or relative changes in variables
(iii) It measures changes over a period of time
(iv)  All of the above
. The index number for base year is always:
0] 1000
(i) 200
(iii) 100
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. The time period for which an index number is determined is known as:

Q) Base period
(i) Normal period
(i)  Current period

. Index number is a type of:
Q) Dispersion
(i) Correlation
(iii))  Average

. Which of the following statements is/are correct about average prices if the price index is
110?

Q) The prices have increased by 10 per cent
(i) The prices have increased by 110 per cent
(iii)  The prices have decreased by 10 per cent
. Which of the following are limitations of using index numbers?
Q) The use of each index number is restricted to a specific object
(i) It ignores the quality of commodities
(iii) It is useful only for short term comparison
(iv)  All of the above
. Which of the following is the variation within two or more variable studies by the index?
Q) Price index
(i) Composite index
(iii)  Simple index
. The weights used in a quantity index are:
Q) Quantity
(i)  Values
(iii)  Price
. Which of the following methods is used to calculate the Consumer Price Index?
Q) Laspeyres’s formula
(i) Fisher’s formula
(iii)  Palgrave’s formula
. An index number that can serve many purposes is known as a:
0] General purpose index
(i) Special purpose index
(ili))  Both aand b are incorrect
(iv)  Bothaand b are correct
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17. Fisher’s method of calculating the index number is based on the:
Q) Geometric mean
(i) Arithmetic mean
(i) Harmonic mean

18. What is the name of the monthly price index that takes price changes in consumer goods
and services and uses it to determine changes in the price of those products over a period
of time?

(1) Wholesale price index
(i) Consumer price index
(ili)  Paasche’s index
19. Commodities that show considerable price fluctuations can be measured by a:
Q) Value index
(i) Price index
(i)  Quantity index
20. The purchasing power of money is:
Q) Not equal to the price index number
(i)  Reciprocal of the price index number
(iii))  Equal to the price index number

ASSERTION -REASONING BASED MCQS

(a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of
Assertion (A)

(b) Both Assertion (A) and Reason (R) are true, but Reason (R) is not the correct explanation of
Assertion (A)

(c) Assertion (A) is true, but Reason (R) is false

(d) Assertion (A) is false, but Reason (R) is true

Q1: Assertion (A) Index number serves as the barometer for measuring the value of money in an
economy.

Reason (R) Index numbers have universal acceptance thus can be applied in any case.

Q2: Assertion (A) A better way to estimate GDP accurately is to deflate input and output prices
through separate indices.

Reason (R) When output prices move relatively faster than the input prices, the single deflation
method overestimates GDP.
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Q3: Assertion (A) Value index is based upon both price and quantity.

Reason (R) Value is calculated by the product of price and quantity.

Q4: Assertion (A) Wholesale price index is used to measure the changes in the prices of goods
that impacts individual.

Reason (R) Positive value of index number indicates rise in general price levels.

Q5: Assertion (A) Fisher's method of index number is considered as ideal weighted method of
index numbers.

Reason (R) Fisher's method passes all statistical tests of time and factor reversal.
Q6: Assertion(A) selection of incorrect base leads to misleading conclusion.

Reason (R) A year with high fluctuations in prices should not be consider as the base year.

LONG ANSWER QUESTIONS
1. Why do we need an index number?

Index number enables us to calculate a single measure of change of a large number of items. The
index numbers are needed for the general and specific purpose they are

Measurement of Change in the Price Level or the Value of ‘Money Index number
measures the value of money during different periods of time as well as we can use it to
know the Impact of the change in the value of money on different sections of society. It
can be worked out to correct the inflationary and deflationary gaps in the system.
Information of Foreign Trade Index of export and import provides useful information
regarding foreign trade which helps in formulating the policies of export and import.
Calculating Real Wages CPI are used in calculating the purchasing power of money and
real wage as follows

o Purchasing power of money = 1/Cost of living index

o Real wage = (Money wage/Cost of living index) x 100
Measuring and Comparing Output Index of Industrial Production (I11P) gives us a
quantitative figure about the change in production in the industrial sector and thus helps in
comparing industrial output in different periods. Similarly, agricultural production index
provides us an estimate of the production index provides us an estimate of the production
in agricultural sector.
Policy Making of Government With the help of index numbers government determines the
minatory and fiscal prey and take necessary steps to develop the country.

« Indicating Stock Prices Sensex and NIFT are index numbers of share prices on BSE and
NSE respectively. They serve as a useful guide for investors in the stock market. If the
Sensex and Nifty are rising, investors have positive expectations about the future
performance of the economy and it is an appropriate time for investment.
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2. What are the desirable properties of the base period?

Base period should have the following properties

The base year should be a normal period and periods in which extraordinary events have
occurred should not be taken as base periods as they are not appropriate for general
comparisons.

Extreme values should not be selected as base period.

The period should not be too far in the past as comparison with current period cannot be
done with such base year as policies, economic and social conditions change with time.
Base period should be updated periodically.

. Why is it essential to have different CPI for different categories of consumers?
The Consumer Price Index (CPI) in India is calculated for different categories as under

e CPI for industrial workers.
e CPI for urban non-manual employees.
e CPI for agricultural laborers.

The reason behind calculation of three different CPIs is that the consumption pattern of the three
groups (i.e., industrial workers, urban non-manual workers and agricultural laborers) differs
significantly from each other. Therefore, to assess the impact of the price change on the cost of
living of the three groups, component items included in the index need to be given different
weights for each of the group. This necessitates the calculation of different CPI for different
categories of consumers

4. What does a consumer price index for industrial workers measure?

Consumer price index for industrial workers measures the average change in retail prices of a
basket of commodities which an industrial worker generally consumes. Consumer price index for
industrial workers is increasingly being considered the appropriate indicator of general inflation,
which shows the most accurate impact of price rise on the cost of living of common people.

The items included in CPI (Consumer Price Index) for industrial workers are food, pan, supari,
tobacco, fuel and lighting, housing, clothing, and miscellaneous expenses with food being
accorded the highest weight. This implies that the food price changes have a significant impact
on the CPI.

5. What is the difference between a price index and a quantity index?
The difference between a price index and a quantity index is as follows

Price index numbers measure and allow for comparison of the prices of certain goods
while quantity index number measure the changes in the physical volume of production,
construction or employment.

e Price index numbers are more widely used as compared to quantity index numbers.
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e Price index is known as unweighted index number while quantity index number is known
was weighted index numbers.

6. Is the change in any price reflected in a price index number?

No, the change in any price is not reflected in a price index number. Price index numbers
measure and permit comparison of the prices of certain goods included in the basket being used
to compare prices in the base period with prices in the current period. Moreover, an equal rise in
the price of an item with large weight and that of an item with low weight will have different
implications for the overall change in the price index.

7. The imaginary monthly per capita expenditure incurred by workers for an industrial center
during 2005 and 2020 on the following items are given below. The weights of these items are 75,
10, 5, 6 and 4 respectively. Prepare a weighted index number for cost of living for 2020 with
2005 as the base.

ITEMS PRICE IN 2005 PRICE IN 2020

FOOD

100

200

CLOTHING

20

25

FUEL & LIGHTING

15

20

HOUSE RENT

30

40

MISCELLANEOUS

35

65

PRICE
IN 2005

(Po)

PRICE
IN 2020

(P1)

WEIGHT
(W)

R=P1/Po X 100

Food

Clothing
Fuel and
Lighting

House Rent

Miscellaneous

100

20

15

30

35

2000 79

25 10
20
40

65

200 % 100 = 200
100

ﬁx‘li}ﬂ:‘izﬁ
20

20 » 100 = 13333
15

40 . 100 =13333
30

65 » 100 = 18571
35

15,000

1,250

666.65

799.98

742.84

§
i

IW =100

AW = 1845047

Cost of Living (CPI) =
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8. An enquiry into the imaginary budgets of the middle-class families in a certain city gave the
following information.

ITEMS FOOD CLOTHING MISCELLANEOUS

PRICE IN 2021 (in Rs) 1500 750 400

PRICE IN 2014 (in Rs) 1400 500 250

WEIGHTS 35 20 20

What is the cost of living index of 2021 as compared with 20147

Answer:

ITEMS WEIGHT | PRICE PRICE R=P1/Po X 100
(w) IN 2014 | IN 2021

(Po) | (P4

Food as 1,400 1,500 | 1500 _ 4150 = 10714

1,400

Fuel 10 200 250 250 . 100 = 125
200

Clothing 20 750 % x 100 = 150 3,000

Rent 15 300 300 . 100 = 150 2.250
200

Miscellaneous 400 » 100 = 160 3,200

IWR = 134499

Cost of Living Index = 134.50
Thus, the price rose by 34.50% during 2014 to 2021.
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PART —B- INTRODUCTORY MICRO ECONOMICS
UNIT 4: INTRODUCTION

SECTION 1
MAIN POINTS/GIST OF THE CHAPTER

» Meaning of an economy
» Basic economic activities
» Scarcity of Resource
= Difference between Micro economics and macro economics
¢ Difference between Positive and Normative economic analysis
¢ Central problems of an economy:
(&) What to produce
(b) How to produce
(c) For whom to produce.
Opportunity cost and Marginal opportunity cost
Production possibility curve/frontier
PPC table and graphical presentation
Changes in PPC

-
* MICRO AND MACRO ) ( * POSITIVE

ECONOMICS AND
NORMATIVE

CENTRAL ECONOMICS

PROBLEMS WHAT TO J
OF AN PRODUCE
ECONOMY,

FOR
WHOM TO
PRODUCE

e OPPORTUNITY e PRODUCTION
e COST POSSIBILITY
e MARGINAL FRONTIER/CURV

| OPPORTUNITY COST E

HOW TO
PRODUCE

J
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CONCEPT NOTES

% Meaning of an economy: The term economy refers to a system or a process which helps
people to produce goods and services with the use of available resource and helps people
to earn their living.

% Basic economic activities: Production, exchange and consumption of goods and services
are the basic economic activities.

Scarcity of Resource: The word ‘scarcity of resource’ refers to shortage of resources /
limited resources. But in economics, the word scarcity stands for less supply of resource in
relation to more demand. of resource.

Micro economics: Microeconomics is a branch of economics that study the behavior of
individual economic agents in the markets for different goods and services and try to find
out how prices and quantities of goods and services are determined. The word micro
means small.

Macroeconomics: Macroeconomics is a branch of economics that study the behavior of
an economy as a whole by focusing our attention on aggregate measures such as total
output, total employment and aggregate price level. The word macro means large.

Positive economic analysis: In positive economic analysis, we study how the different
mechanisms of solving the central problems (what to produce, how to produce and for
whom to produce) of an economy function. Positive economic statement can be verified
because they are based on fact. They deal with realistic situation.

Normative economic analysis: In normative economic analysis, we try to understand
whether the different mechanisms of solving the central problems (what to produce, how
to produce and for whom to produce) of an economy are desirable or not. The normative
economic statement cannot be verified because they are not based on fact but suggestive
only.

Central problems of an economy: There are mainly three central problems relating to
allocation of resources.

¢ What to produce: What to produce is also called the problem of resource allocation.
Every society must decide on how much of each of the many possible goods and services
it will produce. Whether to produce more of food items or clothing, housing or to have
more of luxury goods. Whether to have more agricultural goods or to have industrial
products and services. Whether to use more resources in education and health or to use
more resources in building military services. Whether to have more of consumption
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goods or to have capital goods which will boost production and consumption of an
economy.

How to produce: The problem of how to produce is also called the choice of technique
of production. Every society has to decide on how much of which of the resources to use
in the production of each of the different goods and services. Goods and services can be
produced with the help of two techniques; they are labor intensive technique and capital-
intensive technique. In labor intensive technique we use more labor and less capital.
Whereas in capital intensive technique we use more capital and less labor.

For whom to produce: The problem of for whom to produce is also called the problem
of distribution of goods and services. Who gets how much of the goods that are produced
in the economy? How should the produce of the economy be distributed among the
individuals in the economy? Who gets more and who gets less? Whether or not to ensure
a minimum amount of consumption for everyone in the economy. Whether or not
elementary education and basic health services should be available freely for everyone in
the economy. There are two aspects in connection with this problem; one deals with the
distribution of production among the household and second is associated with distribution
of production among land labor capital and organization (four factors of production).

Opportunity cost: Opportunity cost is an important basic concept in the subject

economics. There is always a cost of having a little more of one good in terms of the
amount of the other good that has to be forgone. This is known as the opportunity cost of
an additional unit of the goods. In short, we can define the term opportunity cost as the
value of the benefit that is avoided by selecting an alternative.

Marginal opportunity cost: Suppose an economy produces only two goods X and Y.
We cannot increase the production of both goods. If we want to increase the production
of X good (Rice), we have to reduce the production of Y good (Wheat). This loss is
called marginal opportunity cost. If the resources are transferred from one use to another,
the less and less efficient resources will be transferred leading to rise in the marginal
opportunity cost which is technically termed as marginal rate of transformation. We can
now define MRT in general terms. MRT is the ratio of units of one good sacrificed to
produce one more unit of the other good.

Production possibility curve/frontier: The production possibility frontier gives the
combinations of two goods say X and Y that can be produced when the resources of the
economy are fully utilized. The production possibilities (PP) curve is a graphical medium
of highlighting the central problem of 'what to produce’ an in what quantity. This curve
shows the options that are obtainable, or simply the production possibilities.
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PPC Table:

PPC Graphical Presentation: Possibilities | Wheat

Y (Rice) A 0

A

10

9

7

1
2
3
4

4

0 1 2 3 4  X(Wheat)

% Changes in PPC:
There are two types of changes in PPC:
1. Shiftin PPC — PPC may shift to right or left, when there is change in resource or
technology for both the goods, say X and Y.

™« Rightward
,;r\\ shift
~

c ~ B >X

‘Shlfts -of Produauction Poassibility Curve

2. Rotation of PPC — When there is change in technology or resources for only one
good, say Y or X, PPC will rotate.

- ap
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SECTION II: QUESTION BANK

1-MARK QUESTIONS
1) Read the following statements carefully and choose the correct alternatives given below:
Statement 1: Economic problem is a problem of choice.
Statement 2: Economic problem will not arise if the resources that satisfy wants are limited.
Alternatives:

a) Statement 1 is true and statement 2 is false
b) Statement 1 is false and statement 2 is true
c) Both Statement 1 and 2 are true
d) Both Statement 1 and 2 are false

2) Read the following statements carefully and choose the correct alternatives given below:
Statement 1: The problem of How to produce is a problem of resource allocation.

Statement 2: For Whom to Produce is also called the problem of distribution of national income
among the factors of production.

Alternatives:

a) Statement 1 is true and statement 2 is false
b) Statement 1 is false and statement 2 is true
c) Both Statement 1 and 2 are true

d) Both Statement 1 and 2 are false

3) Read the following statements carefully and choose the correct alternatives given below:

Statement 1: Those combinations which could be produced using the help of given resource and
technology are termed as feasible combination.

Statement 2: Those combinations which could not be produced with the help of given resource
and technology are termed as unattainable combinations.

Alternatives:

a) Statement 1 is true and statement 2 is false
b) Statement 1 is false and statement 2 is true
c¢) Both Statement 1 and 2 are true

d) Both Statement 1 and 2 are false
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4) Read the following statements carefully and choose the correct alternatives given below:
Statement 1: Positive economic analysis deals with ‘what ought to be.’

Statement 2: Normative economic analysis deals with ‘things as they are.’

Alternatives:

a) Statement 1 is true and statement 2 is false
b) Statement 1 is false and statement 2 is true
c) Both Statement 1 and 2 are true

d) Both Statement 1 and 2 are false

5) Read the following statements - Assertion (A) and Reason (R). Choose one of the correct
alternatives given below:

Assertion (A): When there is change in resource or technology for goods X and Y, PPC will
show rightward shift.

Reason (R): Increase in availability of resource or improvement in technology for X and Y
goods.

Alternatives:

a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of
Assertion (A)

b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct explanation of
Assertion (A)

c) Assertion (A) is true but Reason (R) is false.

d) Assertion (A) is false but Reason (R) is true.

6) Read the following statements - Assertion (A) and Reason (R). Choose one of the correct
alternatives given below:

Assertion (A): The problem of making choice is called economic problem.

Reason (R): Economizing resources is the essence of economic problem.

Alternatives:

a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of
Assertion (A)

b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct explanation of
Assertion (A)

c) Assertion (A) is true but Reason (R) is false.

d) Assertion (A) is false but Reason (R) is true.
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7) Read the following statements - Assertion (A) and Reason (R). Choose one of the correct
alternatives given below:

Assertion (A): The value of the benefit that is sacrificed by choosing an alternative is known as
opportunity cost.

Reason (R): Shape of PPC does not depend on MOC.

Alternatives:

a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of
Assertion (A)

b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct explanation of
Assertion (A)

c) Assertion (A) is true but Reason (R) is false.

d) Assertion (A) is false but Reason (R) is true.

8) Read the following statements - Assertion (A) and Reason (R). Choose one of the correct
alternatives given below:

Assertion (A): More production of X good is associated with more production of Y good.
Reason (R): In a situation of fuller utilization of resources, production of X and Y cannot be
increased simultaneously.

Alternatives:

a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of
Assertion (A)

b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct explanation of
Assertion (A)

c) Assertion (A) is true but Reason (R) is false.

d) Assertion (A) is false but Reason (R) is true.

9) What does a point on PPC shows?
(Choose the correct alternative)

a) Underutilization of resources
b) Fuller utilization of resources
¢) Growth of resources

d) All of the above
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10) PPC is straight when marginal opportunity cost is
(Choose the correct alternative)

a) Rises
b) Falls
¢) Remains constant
d) None of the above

11) What is efficient technique of production?
(Choose the correct alternative)

a) Fuller utilization of resources

b) Economizing resources

¢) Produces maximum at a minimum cost
d) None of the above

12) What does the downward slope of PPC indicate?
(Choose the correct alternative)

a) Decrease in production of one good will bring fall in the production of other good

b) Increase in the production of one good will bring increase in the production of other good
¢) Production of both goods remain constant
d) Increase in the production of one good will bring fall in the production of other good

13) A farmer can produce 500 Kg of groundnuts on a piece of land. With the same resource the
farmer could also produce 300 Kg of peanuts. What is the opportunity cost of producing
groundnuts?

14) PPC can have three shapes. (True or false)

15) When PPC is convex in shape
(Choose the correct alternative)

a) Due to increasing MOC
b) Due to constant MOC
¢) Due to decreasing MOC
d) None of the above

16) Scarcity and choice go together and they are inseparable. (True or False)
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17) The problem of resource allocation stands for?
a) How to produce

b) Whom to produce

¢) What to produce

d) None of the above

18) An economy can achieve the objective of growth of resource through

a) Improvement in technology only
b) Increase in supply of resource only

c¢) Improvement in technology and increase in supply of resource

d) None of the above

19) Identify the correct sequence of alternatives given in Column 11 by matching them with

Respective terms in Column 1

Column 1

Column 11

(i) MOC

(@) Loss / Gain

(if) How to produce

(b) Not verifiable

(iif) Normative economics

(c) Differ in urgency

(iv) Human wants

(d) Choice of technique of
production

Choose the correct alternative:

a) (ic),(iid),(iiib), (iva)
b) (i a), (iid), (iiib), (ivc)
¢) (i d),(iic), (iiib), (iva)
d) (i c),(iib),(iiid), (iva)
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CASE STUDY BASED
20) Read the text carefully

In general, every individual in society is engaged in the production of some goods or
services and wants a combination of many goods and services, not all of which are
produced by them Needless to say that there has to be some compatibility between what
people in society collectively want to have and what they produce. For example, the total
amount of Rice produced by family farm along with other farming units in a society must
match the total amount of Rice that people in the society collectively want to consume. If
people in the society do not want as much Rice as the farming units are capable of
producing collectively, a part of the resources of these units could have been used in the
production of some other goods or services which is in high demand.

On the other hand, if people in the society want more Rice compared to what the farming
units are producing collectively, the resources used in the production of some other goods
and services may be reallocated to the production of Rice. Similar is the case with all
other goods or services. Just as the resources of an individual are scarce, the resources of
the society are also scarce in comparison to what the people in the society might
collectively want to have. The scarce resources of the society have to be allocated
properly in the production of different goods and services in keeping with the likes and
dislikes of the people of the society. Any allocation of resources of the society would
result in the production of particular combination of different goods and services. The
goods and services thus produced will have to be distributed among the individuals of the
society. The allocation of the limited resources and the distribution of the final mix of
goods and services are two of the basic economic problems faced by the society.

(Source: NCERT Introductory Microeconomics textbook)

On the basis of the given text and common understanding, answer the following questions:
a) Why does economic problem arise?

b) Define the term economizing resources.
¢) Mention the main economic activities.

21) Read the text carefully

In microeconomic theory, the opportunity cost of a choice is the value of the best alternative
forgone where, given limited resources, a choice needs to be made between several mutually
exclusive alternatives. Assuming the best choice is made, it is the "cost" incurred by not
enjoying the benefit that would have been had by taking the second-best available choice. As
a representation of the relationship between scarcity and choice, the objective of opportunity
cost is to ensure efficient use of scarce resources. It incorporates all associated costs of a
decision, both explicit and implicit.
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Thus, opportunity costs are not restricted to monetary or financial costs: the real
cost of output forgone, lost time, pleasure, or any other benefit that provides utility should
also be considered an opportunity cost.

On the basis of the given text and common understanding, answer the following questions:
a) What is opportunity cost?

b) Mention the objective of opportunity cost.

¢) ‘The real cost of output forgone, lost time, pleasure, or any other benefit that
provides utility should also be considered an opportunity cost.’(True or False)

22) Read the following text and answer the following questions on the basis of the same:

Efficiency in production means productivity i.e. output per unit of an input. Let the input
be worker. Suppose an economy produces only two goods X and Y. Suppose a worker is
employed in production of X because he is best suited for it. The economy decides to
reduce production of X and increase that of Y. The worker is transferred to Y. He is not
that efficient in production of Y as he was in X. His productivity in Y will be low, and so
cost of production high.

The implication is clear that if the resources are transferred from one use to another, the
less and less efficient resources will be transferred leading to rise in the marginal
opportunity cost which is technically termed as marginal rate of transformation.

a) If Marginal Opportunity Cost is increasing then the shape of PPC will be
b) Why PPC is sloping downwards from left to right?

¢) Marginal opportunity cost is technically known as

23) Read the following text and answer the following questions on the basis of the same:
(Case study)

Just as individuals face scarcity of resources, the resources of an economy as a whole are
always limited in comparison to what the people in the economy collectively want to
have. The scarce resources have alternative usages and every society has to decide on
how much of each of the resources to use in the production of different goods and
services. In other words, every society has to determine how to allocate its scarce
resources to different goods and services. An allocation of the scarce resource of the
economy gives rise to particular combination of different goods and services.

a) Economic problem is a problem of

b) Mention two important features of resources.
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24) Read the following text and answer the following questions on the basis of the same:

Every society has to decide on how much of which of the resources to use in the
production of each of the different goods and services. Whether to use more labor or
more machines. Which of the available technologies to adopt in the production of each of
the goods? Who gets how much of the goods that are produced in the economy? How
should the produce of the economy be distributed among the individuals in the economy?
Who gets more and who gets less? Whether or not to ensure a minimum amount of
consumption for everyone in the economy. Whether or not elementary education and
basic health services should be available freely for everyone in the economy. Thus, every
economy faces the problem of allocating the scarce resources to the production of
different possible goods and services and of distributing the produced goods and services
among the individuals within the economy.

a) Mention two techniques by which goods can be produced.
b) Why countries like India prefer labor intensive technique for producing goods?

c¢) Which technique country like America use for the production of goods and why?

1 MARK QUESTIONS ANSWER:

ANSWER

a) Statement 1 is true and statement 2 is false

b) Statement 1 is false and statement 2 is true

c) Both Statement 1 and 2 are true

d) Both Statement 1 and 2 are false

a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct
explanation of Assertion (A)

b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the
correct explanation of Assertion (A)

c) Assertion (A) is true but Reason (R) is false.

d) Assertion (A) is false but Reason (R) is true.

b) Fuller utilization of resources
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¢) Remains constant

¢) Produces maximum at a minimum cost

d) Increase in the production of one good will bring fall in the production
of other good

300 Kg

True

c) Due to decreasing MOC

True

¢) What to produce

c) Improvement in technology and increase in supply of resource

o) (i a), (iid), (iiib), (ive)

a) Because the available resource is scarce in relation to unlimited human
wants.

b) The efficient utilization of available resource.

¢) Production, Consumption and capital formation.

a) The value of a factor in its next best alternative use.
b) Ensure efficient use of scarce resources.
c) True

a) Concave

b) Production of both commodities cannot be increased simultaneously. If
production of one good (say X) increases, we have to reduce the production
of other (say Y).

¢) MRT

a) Problem of choice
b) 1. Resources are scarce 2. It has alternative use.

a) 1. Labor intensive technique, 2. Capital intensive technique
b) Availability of more labored force.
c) Capital intensive technique.
Availability of capital is high compared to that of the availability of
laborers.
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3MARKS / 4AMARKS QUESTION ANSWERS

1) What are the main causes of economic problems?
Answer: the main causes of economics problems are as follows:
1. Limited resources
2. Unlimited human wants
3. Resource can be put to different uses
4. Human wants differ in priority

2) Explain the problem of “what to produce and in what quantity”

Answer: The problem of what to produce and in what quantity is actually the problem of
resource allocation. We can produce various combinations goods and services with the available
resource. Every society must decide on how much of each of the many possible goods and
services it will produce. Whether to produce more of food clothing, and housing or to have more
of luxury goods. Whether to have more agricultural goods or to have industrial products and
services, whether to use more resources in education and health or to use more resources in
building military services. Whether to have more of basic education or more of higher education,
whether to have more of consumption goods or capital goods which will boost production and
consumption.

3) Distinguish between Positive and Normative Economic Analysis?

Answer: This distinction between positive and normative economic analysis is not a very sharp
one. The positive and the normative issues involved in the study of the central economic
problems are very closely related to each other and a proper understanding of one is not possible
in isolation to the other.

Positive economic analysis Normative economic analysis

In positive economic analysis, we study how In normative economics, we try to understand
the different mechanisms function. whether these mechanisms are desirable or
not.

Positive statements are verifiable. Normative statements are not verifiable.

These are based on facts These are not based on facts, these are
suggestions.
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4) Distinguish between micro and macroeconomics?

Answer: the subject matter of economics has been studied under two broad branches:
(a) Microeconomics (b) Macroeconomics

Micro economics Macro economics
(a)In microeconomics, we study (@) In macroeconomics, we try to get an
the behavior of individual economic agents understanding of the economy as a whole.

Example: a textile industry, a household etc. | Example: all industries, all household etc.

(b) In micro economics, we try to figure out (b) Here, we are interested in finding out
how prices and guantities of goods and how
Services are determined. the total output, employment and
Aggregate price level is determined.

(c)The main tools to study micro economic
problems are demand and supply (c) The main tools to study macro-economic

problems are aggregate demand and

(d)It is again called “price theory” aggregate supply

(d) It is again known as “theory of income

(e) in short, Micro means small and employment”

(e)in short, Macro means large

5) Calculate MOC from the following schedule.

Rice 0 1 2
(tones)
Wheat(tones)

Answer: solution

Rice (quintile) Wheat(quintile) | MOC=loss/Gain
150

140 10/1=10

120 20/1=20

90 30/1=30

50 40/1=40

0 50/1=50

6) What is opportunity cost? Explain with the help of an example

. Answer: Opportunity cost is an important basic concept in the subject economics. we can
Define the term opportunity cost as the value of a factor in its next best alternative use. For
example, if more of the scarce resources are used in the production of Good X, then fewer
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resources is available for the production of good Y and vice versa. Therefore, it is very clear that
if we want to have more of one of the goods, we will have less of the other good. Thus, there is
always a cost of having a little more of one good in terms of the amount of the other good that
has to be forgone. This is known as the opportunity cost of an additional unit of the goods. In
short, we can define the term opportunity cost as the value of the benefit that is avoided by
selecting an alternative.

7) What is Marginal Opportunity Cost or Marginal Rate of Transformation? Explain the concept
With the help of a schedule.

Answer: Suppose an economy produces only two goods X and Y. we cannot increase the
production of both goods. If we want to increase the production of X good (Rice), we have to
reduce the production of Y good (Wheat). This loss is called marginal opportunity cost. If the
resources are transferred from one use to another, the less and less efficient resources will be
transferred leading to rise in the marginal opportunity cost which is technically termed as
marginal rate of transformation

We can now define MRT in general terms. MRT is the ratio of units of one good sacrificed to
produce one more unit of the other good. Or, MRT is the rate at which the units of output of one
good are sacrificed to produce on more units of the other good.

MOC SCHEDULE

Rice (quintile) Wheat(quintile) | MOC=loss/Gain
10

9 1/1=1

7 2/1=2
4 3/1=3
0 4/1=4

8) What are the assumptions of PPC?
The main assumptions of PPC areas follow

() The resources available are fixed.

(b) The technology remains unchanged.

(c) The resources are fully employed.

(d) The resources are efficiently employed.

(e)The resources are not equally efficient in production of all products.

9) Why is PPC slopes downward? Use diagram

PPC slopes downward, because in order to produce more units of one good say X, some units
of the other good say Y must be sacrificed (because of limited resources). Production of both
goods cannot be increased simultaneously.

(Use diagram)
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10) Why is PPC concave in shape? Use diagram

A typical PP curve is taken to be a concave curve because it is based on a more realistic
assumption that no resource is equally efficient in production of all goods. So, when
Resources are transferred from production of good Y to production of good X, more and more
units of good Y are to be transferred to produce one more unit of good X. (Use diagram)

6MARKS QUESTIONS

1) What do you understand by Production Possibility Curve (PPC)? Mention the main
features of PPC using diagram.

Ans: We know that resources are limited in relation to demand for them. So every society has

to decide how to distribute its limited resources to different goods and services. It is possible

to distribute the resources in different ways, hence achieving different combinations of all

goods and service. The collection of all such combinations of goods and services is termed as

Production Possibility set of an economy.

In short, PPC is a graphical presentation of different combinations of two goods that could be

produced with the available resource and technology assuming that these resources are fully

and efficiently utilized.

The main features of PPC are as follows:
1. PPC slopes downwards
2. PPC is concave in shape

X

X
a) PPC slope downwards b) PPC concave in shape

2) Draw a PPC and identify the points marked on PPC and mention what does each point
Represent.
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Ans: (i) PPC is a graphical presentation of different combinations of two goods that could be

produced with the available resource and technology assuming that these resources are fully
and efficiently utilized.

A

Consumplion Goods
O -« N & » O O

3 4
Capital Goods

(a) Point E represents growth of resources
(b) Point A, B, C, D represents fuller utilization of resources
(c) Point U and F shows underutilization of resources

3) Why does economic problem arise? And explain the problem of “how to produce”.

Ans: We know that production, exchange and consumption of goods and services are among
the basic economic activities of life. In the course of these basic economic activities, every
society has to face scarcity of resources and it is the scarcity of resources that gives rise to the
problem of choice. The scarce resources of an economy can be put to alternative uses. But

human wants are unlimited and differ in urgency. Thus, the causes of economic problem are:
(i) Scarcity of resources

(ii) Unlimited human wants
(iii) Resources can be put to different uses
(iv) Human wants differ in urgency

There are three central problems namely, what to Produce, How to Produce and for whom to
Produce.

How to Produce: The problem of How to produce is the problem of choice of technique of
production. Mainly there are two techniques, they are as follows

Labor intensive technique- Here we use more of labor and less of capital.
Capital intensive technique- In this case we use more of capital and less of labor.

Whatever technique we use, aim of every economy is to produce maximum at minimum cost
and use of technique of production varies from economy to economy.
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AUDIO CLIPPING ON PPC

Click the link (double click):

L
L—i

audio on PPC (online-audio-converter.com).mp3

Source
1. NCERT Introductory Microeconomics
2. Supplementary reading materials in economics by CBSE
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UNIT 5: CONSUMER’S EQUILIBRIUM AND DEMAND

CONSUMER’S EQUILIBRIUM

Concept of Utility: Utility refers to the want satisfying power of a commodity. In other words, utility refers
to satisfaction derived from the consumption of a commaodity.

Types of utility:1) Cardinal utility 2) Ordinal utility.

1) Cardinal utility: - Utility which can be measured in terms of cardinal numbers, like 1,2,3 etc. Prof. Alfred
Marshall believes in cardinal utility.

2) Ordinal utility: - Utility which can’t be measured in cardinal terms, but can be ‘ranked’ or ‘preferred.
Prof. Hicks believes in ordinal utility principles.

Total Utility (TU):- Sum total of utility obtained by consuming the entire units of the given commodity.
Suppose a consumer consumes 2 units of Apple, first unit gives him 10 utils and the second units gives him 8
utils, then the TOTAL UTILITY will be obtained by adding up the utility obtained from the 1 and 2"
Apples, i.e. ,10 utils + 8 utils, which is equals to 18 utils.

Marginal Utility (MU):- Addition made to the Total Utility by consuming one more unit of the given
commaodity. In the above given example, by consuming the 2" unit of Apple, consumer obtained 8 utils, It is
the MU of 2" unit. If he consumes the 3" unit and obtained 6 utils, then the MU of 3" unit will be equal to 6

Thus;
MU (n) =TU (n) - TU (n-1)

utils.

As we consume more and more units of the given commodity, the MU obtained from each successive unit
tends to diminish.
Relation between TU & MU

As more and more units of the given commodity are consumed, the MU obtained from each successive unit
tends to diminish.

As long as MU falls and remains positive, TU rises.

TU reaches its maximum, then MU becomes zero.

When TU falls, MU become Negative.

Tabular representation
Following schedule shows the relationship between TU & MU.

No. of units consumed | Total Utility (TU) | Marginal Utility (MU)
1 10 10

18 8

24

28

30

30

28

From the above table it is clear that;

As long as TU rises MU become positive, that is by consuming up to the 5 units.

When TU remains constant and is its maximum, then MU becomes zero. By consuming the 6" unit, MU
become zero
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When TU falls, then MU becomes negative. By consuming the 7th unit, MU becomes negative.

MU (n) =TU (n) - TU (n-1)
MU (3)=TU (3) - TU (3-1)

MU (3) =TU (3) - TU (2)

X
No. of units consumed (Mango)

From the above diagram it is clear that, till the consumption of ‘ON’ units, TU is rising and MU become
positive (but falling). By consuming the ‘ON’ unit TU reaches its maximum, then MU become ZERO. After
‘ON’ units TU falls and MU become Negative.

Law of Diminishing Marginal Utility

Law of DMU states that as long as a consumer consumes more and more units of the given commaodity,
without time gap, then the MU obtained from the each successive unit always declines. Also known as
Gossans' first law of consumption, ‘Psychological law of consumption’.

Basic assumptions

Continuous consumption

Homogeneous or identical unit.

Only standard unit of the commodity are consumed
Consumer is rational

Marginal Utility of money remains constant.

By using the following table, we can explain the law of Diminishing Marginal Utility.

No. of units consumed (Good X) | Marginal Utility (Good X)
1 10
2 8
3 6
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From the above table it is clear that by consuming the 1% unit, consumer gets 10 utils. As he consume more
and more units his Marginal Utility obtained from the given commodity declines. As he consumes 6™ units he|
gets zero utility, it is known as the point of satiety. When he consumes 7" unit, he gets negative utility.

This law can be able to understand with the help of the following diagram.
Y

MU

N

MU
Units of Apple consumed

N

From the diagram, we can see that by consuming more and more
units MU is declining and by consuming ‘ON’ units MU become
zero and after that MU is negative.

From the above table and diagram it is clear that, when consumer continuously consumes more units
of apple he will get less and less marginal utility. When he consumes 5" unit, he gets zero utility. This
situation is known as point of satiety. As he consumes 6™ units his marginal utility will becomes negative.

Consumer’s Equilibrium

Consumer’s equilibrium refers to a situation when a consumer attains maximum satisfaction by
minimum spending. So consumer allocates his given income to the purchase of different goods in a manner
such that his total satisfaction is maximised

Consumer’s Equilibrium: (Under cardinal utility analysis)

This can be discussed under the TWO different situations. They are
1. under single commodity case,
2. under double commodity case.

Consumer’s Equilibrium (Under single commodity case)

Under single commodity, a consumer reaches equilibrium when the following conditions are achieved. ie,
a) MU falls as consumption of the commodity increases. (Law of DMU)
b) MU(x) is equal to the price paid for that good.
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MU(x) = Price (X)

If MU(X) is more than the price paid for it, then consumer will not be in equilibrium. He should
increase the consumption to reach the equilibrium, till MU(X) become equal to P(x).

On the other hand, If MU(X) is less than the price paid for it, and then consumer will not be in
equilibrium. He should decrease the consumption to reach the equilibrium, till MU(X) become equal to
P(x).

Consumer’s Equilibrium
Schedule & diagram

= Following schedule and diagram shows the consumer’s equilibrium under the
single commodity case.

Units of MU
APPLE (Apple)

4 10
} MU(X)> P(X)
4 6

~ “ B Consumer’s equilibrium

point

2
o } MU(X) < Price (x)
(-)2

From the table we can see that by consuming 3" unit consumer reaches the equilibrium, because at
this situation condition of equilibrium is attained i.e. , MU (x) = Price (X)
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Diagrammatic representation

Following diagram shows the determination consumer’s
equilibrium under the single commodity case.

MU(X) = Price (X)

\/

MU No of units of Apple

By consuming ‘ON’ units of apple consumer reaches equilibrium, because the condition of
equilibrium is fulfilled at this point.

Consumer’s Equilibrium — Double commodities case

Under double commodity case a consumer reaches equilibrium when the following condition is
achieved. That is:

MU(X) = MU(Y)
Price(X) Price (Y)

On the basis of the following assumptions, we can explain the consumer’s equilibrium under the double
commodity case. They are:

Good x & good y are the two goods

Law of diminishing marginal utility is applicable in both the goods case.

Price = Rs. 1/unit (Good X, good Y)

Income = 5 rupee

With the help of the following table we can see the conditions of consumer’s equilibrium
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Qty. of goods

20 12
16 310>
% 6
3 3
2 a1

From the above table we can see that by consuming 2 units of
good “x’> and 3 units of good ’y’ ,consumer reaches equilibrium,
Because at this level condition of consumers equilibrium is achieved.

Indifference Curve Analysis

An Indifference curve is a combination of two goods, which gives the consumer same level of satisfaction.
It is based upon the ordinal utility analysis. (Utility which can be ranked on the basis of preferences)

Properties of Indifference curve

i) Indifference curve Slope downwards from left to right.

Because, to obtain more quantity of one good, the consumer must give up some quantity of the other good in
order to remain at the same utility level.

(ii) Strictly convex towards the origin.

Because of the diminishing Marginal Rate of Substitution (MRS) an indifference curve always become
convex to the origin

(i) It is based upon the diminishing Marginal Rate of Substitution (MRS). MRS falls because of the law of
diminishing marginal utility.

(iv) It is based upon the ordinal utility analysis

(v) Higher Indifference curve represents higher level of satisfaction; Indifference map is based on monotonic
preference of the consumer, a consumer always prefer a bundle which has more of at least one of the good
and no less of the other good as compared to the other bundle.

(vi) TWO Indifference curves never intersect each other: As two indifference curves cannot represents the
same level of satisfaction, they cannot intersect each other.

Indifference Schedule with MRS

An Indifference Schedule is a table showing different combinations of 2 goods such that utility from each
combination is the same MRS is a rate at which the consumer is willing to sacrifice a good to Obtain one
more unit of the other good.
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combinations

A

B

Indifference Curve:

The Indifference curve is the locus of different combinations of the two goods, that gives the
consumer same level of satisfaction.

Indifference Curve

Indifference curve is a convex shaped curve slopes downward
from left top to right bottom, as given below.

It is a convex shaped curve based upon the diminishing Marginal
Rate of Substitution.

GoodY
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Indifference Map:- Group of indifference curves together is known as
indifference map. Each IC shows the different levels of satisfaction. The
Indifference map is based on the assumption that the preferences are
monotonic.

Monotonic Preferences:-A consumer always prefers the bundle which has
more of at least one of the good and no less of the other good, as compared
to the other bundle. A rational consumer always prefers more of a
commodity as it offers him a higher level of satisfaction.

BUDGET LINE

Budget line refers to the set of possible combinations of the two goods that a consumer can able to buy which
will be equal to his money income.

P1 X1 + P2 X2 = Money

BUDGET SET

Budget set refers to all possible combinations of two goods that a consumer is able to purchase which will be
less than or equal to money.
P1 X1+ P2 X2 <Money
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The rate at which, the market requires sacrifices of one good to obtain extra unit of the other good is called
Market Rate of Exchange (MRE) .

Graphical presentation

MRE = Quantity of the good needed to be sacrificed

8
0@
> "

% Quantity of the good needed to be gained
(d

Buedget Slope of the Budget line

set Slope = Qty of the good sacrificed
Qty of the good obtained

Non feasible area

Feasible area

Shift in budget line

Budget line shifts because of the following changes.

(a)Change in the Income.

If income Increases If Income Decreases
Fall in prices Rise in prices
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ROTATION OF BUDGET LINE in respect of Good ‘X’

(b) Change in price of good X.

(i) If price of Good X falls . (ii) If price of Good X rises .

B,

ROTATION OF BUDGET LINE in respect of Good ‘Y’
(c) Change in the price of Good Y.

(i) If the price of Good Y falls . (i) If the price of Good Y rises

M X

Consumer’s Equilibrium Under Ordinal Utility Analysis (Hicksian Approach)

Consumer Equilibrium means the combination of two goods, which the consumer can afford and
which gives maximum satisfaction he possibly can get. The point of maximum satisfaction is achieved by
studying indifference map and budget line together. On an indifference map, higher indifference curve
represents a higher level of satisfaction than any lower indifference curve. So subject to the consumer’s
budget constraint, a consumer always tries to remain at the highest possible indifference curve.

A Consumer reaches equilibrium at the point where the budget line is tangent to the highest
Indifference curve.

Basic Assumptions are:
(a) The Consumer is rational.

(b) The Utility is expressed in ordinal terms.

(c) MRS decreases as more of one good is consumed by willingly sacrificing the other good.
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(d) Law of Diminishing Marginal Utility is applicable.
Basic condition for achieving consumer’s equilibrium is:
1) The slope of IC is equal to,the slope of Budget Line

@) = Price(x@

i) MRS must be diminishing at the point of equilibrium

Graphical Presentation.

Equilibrium point

IC3

IC 2
IC1

Good X X

From the above diagram, we can see that consumer reaches equilibrium at point ‘E’, where the
condition of equilibrium is achieved. He purchases ‘OM ‘units of good X and ‘ON’ units of good Y .The
consumer will not like to purchase any other bundles on the budget lie AB , for example the bundles at F and
G, because they lie on the lower indifference curve, and give him lower satisfaction.

UTILITY

l l

Cardinal Ordinal

(Utilitywhich can be measured in cardinal numbers) (Utility which can be prefered or ranked)

- *

Marginal Utility Total Utility Indifference Curve

Consumer’s equilibrium Budget line & Indifference curve analysis

N

Single commodity case Double commodity case




IMPORTANT QUESTIONS

MULTIPLE CHOICE QUESTIONS:

1. Indifference curves are convex to the origin because of: a) Increasing MRS B) Diminishing MRS c) Law of
Diminishing Marginal Utility d) None of these.
Ans: (b)

2. What happens to MU when TU reaches to its maximum? a) MU decreases b) MU increases ¢) MU become
zero d) MU become negative.
Ans: (c)

3. Match the following

Column A Column B

1. Zero Marginal utility a. Gossen’s first law of consumption
2. Law of Diminishing marginal utility | b. Price ratio

3.Marginal Rate of substitution c. Point of satiety

4.Slope of budget line d. Slope of indifference curve

Ans: 1 (c), 2 (a), 3 (d), 4 b)

4.1f MU x; P x >MU v/ py, then to reach the equilibrium position, consumer should :

a) Buy more of good Y and less of good X b) Buy more of good X and less of good Y, c) Buy both in equal
quantity, d) Stop buying good Y.
Ans: C

5. If MRS is constant throughout, the indifference curve will be: a) Downward sloping convex b) Upward
sloping convex c) Downward sloping straight line d) Upward sloping
Ans: ¢

6. Under single commodity case a consumer reaches his equilibrium when the marginal utility from a
commodity equal:

a) Demand for that commaodity b) Price of that commodity c) Total utility d) None of these.

Ans: b

7. Under cardinal utility analysis, utility is measured in terms of: a) Rupees b) Preferences c) Utils d) Income
Ans: c

8. The points outside the budget line of two goods (Good X & Y) are: a) Unattainable points b) Unavailable
points c) Attainable points d) None of these.
Ans: a

9. Find the missing figures and choose the correct alternative.
Units 1 2 3 4
TU 20 32 41
...(b)..
MU 20 ..(8)... |7 (c)
Ans: (a) 12, (b)39, (c)2
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10. Read the paragraph carefully and answer the given questions:

In economics, a consumer is an economic agent, who consumes a good or service for satisfaction
of his wants. Every individual consumer is a rational consumer and understands his best interest. However, in
certain circumstances, we can observe that people buy goods or services without their choice or needs, due to
the influence of external factors. In such situations utility is derived by mere purchase of goods and not from
its consumption. Such buying we could see during the festive seasons.

11. Which of the following statement is / are true for utility?
a) Utility depends on wants and needs.
b) Utility is the want satisfying power of a commaodity.
c) Same good may give different utility in different situations.
d) All of these.
Ans: d

12. Rationality of a consumer depends upon which of the following factor.
a) Utility from the consumption of a good
b) Consumer’s taste and preferences
c) Based upon the habit of a consumer.
d) All of the above.
Ans: a

13. In case of two goods the condition of consumer equilibrium is: (choose the correct alternative)
(a) MUx.Px = MUy.Py (b) MUx/Px = MUy/Py

(c) MUx. MUy. = Px. Py (d) MUx Py/ MUy Px

Ans: b

14. Read the following statements carefully and choose the correct alternative from the following.
Statement 1: Bundles which cost more than consumer’s money income lies outside the budget line.
Statement 2: Budget set is a narrower concept than budget line.

(a) Both statements are true

(b) Both statements are false

(c) Statement 1 is true and statement 2 is false

(d) Statement 1 is false and statement 2 is true

Ans: ¢

15. Read the following statements carefully and choose the correct alternative from the following.
Statement 1: When consumption increases beyond the point of satiety, total utility starts rising.
Statement 2: MU reaches its maximum at the point of satiety

(a) Both statements are true

(b) Both statements are false

(c) Statement 1 is true and statement 2 is false

(d) Statement 1 is false and statement 2 is true.

Ans: b

16. Read the following statements carefully and choose the correct alternative from the following.
Statement 1: Indifference map is a set of indifference curves representing different levels of satisfaction.
Statement 2: Total utility initially increasing at an increasing rate.
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(a) Both statements are true

(b) Both statements are false

(c) Statement 1 is true and statement 2 is false
(d) Statement 1 is false and statement 2 is true.
Ans: c

17. Read the following statements carefully and choose the correct alternative from the following.

Statement 1: Law of diminishing marginal utility doesn’t hold true in absence of continuous consumption.
Statement 2: A consumer consumes one good and is in equilibrium. He will get more utility when the price of
the good falls.

(a) Both statements are true

(b) Both statements are false

(c) Statement 1 is true and statement 2 is false

(d) Statement 1 is false and statement 2 is true.

Ans: a

18. Read the following statements carefully and choose the correct alternative from the following.
Statement 1: According to cardinal utility approach, utility can be numerically estimated, which a person
derives from consumption of goods and services.

Statement 2: Utility is subjective and it varies from person to person.

(a) Both statements are true

(b) Both statements are false

(c) Statement 1 is true and statement 2 is false

(d) Statement 1 is false and statement 2 is true.

Ans: a

19. Read the following assertion and reason carefully and choose the correct alternative from the following
Assertion (A): An indifference curve is always convex to the origin.

Reason (R: MRS always diminishes because of the law of diminishing marginal utility.

(a) Both Assertion (A) and Reason (R) are true and Reason (R) is correct explanation of Assertion (A).

(b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct explanation of Assertion (A).
(c) Assertion (A) is true but the Reason (R) is false.

(d) Assertion (A) is false but the Reason (R) is true.

Ans. a

20. Read the following assertion and reason carefully and choose the correct alternative from the following.
Assertion (A): A consumer always prefer a combination lies on the higher indifference curve.

Reason (R: Higher IC shows higher levels of satisfaction

(a) Both Assertion (A) and Reason (R) are true and Reason (R) is correct explanation of Assertion (A).

(b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct explanation of Assertion (A).
(c) Assertion (A) is true but the Reason (R) is false.

(d) Assertion (A) is false but the Reason (R) is true.

Ans: a

21. Read the following assertion and reason carefully and choose the correct alternative from the following.
Assertion (A): Different persons derive different levels of utility from consumption of similar types of
commodities.

Reason (R: The want satisfying power of any commodity is known as utility, which is measured in utils under
cardinal utility.

(a) Both Assertion (A) and Reason (R) are true and Reason (R) is correct explanation of Assertion (A).

(b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct explanation of Assertion (A).
(c) Assertion (A) is true but the Reason (R) is false.

(d) Assertion (A) is false but the Reason (R) is true.
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Ans: b

22. Read the following assertion and reason carefully and choose the correct alternative from the following
Assertion (A): The indifference curve slopes downwards.

Reason (R): In order to consume more units of one good, some units of the other good have to be sacrificed.
(a) Both Assertion (A) and Reason (R) are true and Reason (R) is correct explanation of Assertion (A).

(b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct explanation of Assertion (A).
(c) Assertion (A) is true but the Reason (R) is false.

(d) Assertion (A) is false but the Reason (R) is true.
Ans: a

23. Read the paragraph carefully and answer the given questions:

A rational consumer whose main aim is to maximize his satisfaction always tries to reach at the point of
equilibrium. Equilibrium means a state of balance and is the term that used often in studying consumer
behavior. When a consumer is consuming single commodity and has to pay a price for the commodity then he
has to equate price and marginal utility derived from the consumption of the commodity so as to reach the
point of equilibrium
1. Additional utility derived from the consumption of one more unit of the given good is known as
Ans: Marginal utility
2. By consuming a single commodity a rational consumer always equate its marginal utility with ....... .of
that commaodity.

Ans: Price
3. Utility is measured in terms of
Ans: Utils.

SHORT ANSWER QUESTIONS

1. Define marginal utility and prepare a marginal utility schedule.

Ans: Additional utility obtained by consuming one more unit of the given good

No. of unit consumed (X) | 1 2 3 4 5 6 7
MU (X) 10 |7 5 3 1 0 ()1

2. Define indifference curve. Write its major properties.

Ans; Indifference curve is the combination of two goods which gives the consumer the same level of
satisfaction.

Refer topic IC and its properties.

3. Write the major relationship between MU and TU

Ans: (Refer previous page for schedule and diagram)
1. When MU falls and is positive, TU rises
2. When MU become zero, TU reaches its maximum,
3. When become negative, TU falls.

4. Discuss the meaning of budget line with a hypothetical schedule and diagram.
Ans: (Refer budget line and see the schedule and diagram)

5. Ravi consumes orange and he wants to get maximum satisfaction. Explain how he reaches equilibrium. Use
a hypothetical schedule.
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Ans: Refer consumer’s equilibrium under single commodity case

6. Explain the law of diminishing marginal utility with the help of a schedule and diagram.
Ans: Refer the law of diminishing marginal utility

7. Out of budget line and budget set, which one is relevant for determining consumer’s equilibrium?
Ans: Budget line is relevant for determining consumer’s equilibrium because of the assumption that consumer
spends the entire income, so equilibrium bundle must lies on the budget line only.

8. What will happen to the budget line if income of the consumer rises?
Ans: Either budget line will shift to its right side or rotate in favor to good X or Good Y.

9. What do you mean by indifference map? Show diagrammatically.
Ans. Refer IC map and the diagram given above in the gist of the chapter.

10. Define monotonic preference.
Ans: Indifference map is based on monotonic preference of the consumer, a consumer always prefer a bundle
which has more of at least one of the good and no less of the other good as compared to the other bundle.

LONG ANSWER QUESTIONS:

1. Read the following diagram carefully and answer the given questions.

K

A

B

IC2

IC1

GoodY

1. In the above given indifference curves IC1and IC 2, which indifference curve will be preferred by the
consumer and why?

2. Whether consumer is able to purchase the combination indicated at point C? If so why?

3. Out of the given points A and B, which point will be preferred by the consumer? Why?

Ans: 1. Consumer will prefer 1C2, because consumer will get more satisfaction from IC; than ICy.

2. No, because it lies in the no feasible area.

3. Consumer prefers point B, because consumer will get more satisfaction from higher indifference
curve.
2. Explain consumer’s equilibrium by using the budget line and indifference curve analysis. Use diagram.
Ans. Refer consumer’s equilibrium under ordinal utility analysis with diagram.

3. Explain consumer’s equilibrium in the case of double commodities under cardinal utility analysis. Use
schedule.
Ans.: Refer cardinal utility-- double commodity consumer’s equilibrium and its schedule.

4. A consumer consumes only two goods, good X and good Y. Suppose Marginal utility obtained from good
X is more than that of the good Y, how can he reach equilibrium?

Ans.: Hint

Condition of consumer’s equilibrium under double commodity case is
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MUX) = MU(Y)

Price(X) Price (Y)

Here MUx > MUy so consumer should purchase more of good X. As he consumes more of good X he
has to reduce the consumption of good Y. This process will continue till the condition is achieved.

5. Explain the following:
a) Movement along the same indifference curve
b) Shift from lower to a higher indifference curve.
Ans: a) While moving from one combination to another combination on the same IC, consumer has to
sacrifice some units of one commodity to gain another unit of the given good. But the level of satisfaction
will remain the same.

b) While shifting from lower IC to higher IC the level of satisfaction will be increased, as higher IC gives
higher satisfaction (Monotonic preferences).
XXXHXXXHXXEXHXXEXXXKIIXHXXIXHXXEXXXEXXXKIIXHKXIXHXXEKXXEXXXKIIXHKXEKXEKHXXEKXXKIIXHKXIXHKXEKXXEKXXKXIXHKXIXXXKXXKXXXK
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ONCEPT OF DEMAND

Demand, market demand, determinants of demand, demand schedule, demand curve and its slope, movement
along and shifts in the demand curve; price elasticity of demand - factors affecting price elasticity of demand;
measurement of price elasticity of demand — percentage-change method and total expenditure method.

DEMAND

> Individual Demand refers to the quantity of a commodity that a consumer is willing and able to buy, at
each possible price during a given period of time.

» Market Demand refers to the quantity of a commodity that all consumers are willing and able to buy, at
each possible price during a given period of time.

Demand function / Determinants of Individual Demand

Demand function shows the relationship between quantity demand for a particular community and factors
influencing it.

Individual Demand function

Individual demand functions refers to the functional relationship between individual demand and the factors
affecting individual demand

Dx=f (Px, P,,Y, T)

1. Own Price of the Commodity (Px): Generally, there exists an inverse relationship between price and
quantity demanded. Other things being equal, with rise in price of a commodity, its demand contracts
and with fall in its own price, the demand extends.

Price of Related Goods (Pr):

Related goods are of two types:

(a) Substitute Goods:

These goods can be used in place of one another like tea and coffee.

An increase in the price of the substitute leads to an increase in the demand for given commodity and
vice-versa.

Demand for a given commodity directly affected by change in price of substitute goods.

(b) Complementary Goods:

These goods are used together to satisfy a particular want like tea and sugar.

An increase in the price of complementary good leads to decreases in the demand for given commodity
and vice versa.

Demand for a given commodity is inversely affected by change in price of complementary goods.
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(3) Income of the consumer (Y):

The effect of change in income on demand depends on the nature of the commodity

e |f the given commodity is a normal good then and increase income leads to rise in its demand while

decrease in income reduces demand
If the given commaodity is an inferior good then and increase in the income reduces the demand

while decrease in income leads to rise in demand.
(4) Tastes and Preferences (T):

e Taste and preferences includes changes in fashion, customs, habits etc.
o If acommodity is in fashion or is preferred by the consumer then demand for such a commodity rises

otherwise; the demand for that commodity falls.

Demand Schedule

Demand schedule is a tabular statement showing the relationship between price of a commodity and its quantity
demanded. Demand schedule is of two types:
(1) Individual Demand Schedule  (2) Market Demand Schedule

> Individual Demand Schedule: It is a tabular statement showing various quantities of a
commodity that a consumer is willing to buy at various levels of price during a given period of

time.

INDIVIDUAT. DEMAND SCHEDULE

Price (in ) Quantity
Demanded

10
20
30
40
50

» Market Demand Schedule: It is a tabular statement showing various quantities of a commodity
that all the consumers are willing to buy at various levels of price during a given period of time.

MARKET DEMAND SCHEDULE
Price Market

(in ) House hold Household Demand
X (Do Y (Dv) (D;+ Dy)

10 20 10+20=30
20 30 20+30=50
30 40 30+40=T0
40 50 40+50=90
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DEMAND CURVE

Demand curve is a graphical representation of demand schedule.

It is the locus of all the points showing various quantities of a commodity that a consumer is willing
to buy at various levels of price, during a given period of time, assuming no change in other factors.

It shows the inverse relationship between the quantities demanded of a commodity with its price.

Demand curve is of two types:
(1) Individual Demand curve (2) Market Demand Curve
Individual Demand Curve

It refers to a graphical representation of individual demand schedule.

INDIVIDUAL DEMAND CURVE

AN

D

N

N\

20 30 40 50
QUANTITY DEMANDED

The Demand curve “DD” slopes downwards due to inverse relationship between price and quantity demanded

» Market Demand Curve
o It refers to a graphical representation of market demand schedule.

e Market Demand Curve (Dw) is obtained by horizontal summation of individual demand curves (Dx)
and (Dv)
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MARKET DEMAND CUBVE

Dy, is flatter than Oy, and Dy

D, Dy

20 30 40 50

QUANTITY DEMANDED

Slope of Demand Curve

It is defined as the change in the variable on the Y — axis divided by the change in the variable on the X- axis.

Change in Price (AP)
Slope of Demand Curve =

Change in Quantity (AQ)

Due to inverse relationship between price and demand, the demand curve slopes downwards, So slope is

Negative
Slope of the demand curve measures the flatness and steepness of the demand curve. So it is based on

the absolute change in price and quantity.

SLOPE OF THE DEMAND CUERVE

20 30 40 50
QUANTITY DEMANDED

r

LAW OF DEMAND
Law of demand state the inverse relationship between price and quantity demanded keeping other

factors constant (ceteris paribus). Keeping other factors constant or (ceteris paribus) is used to cover the
following assumptions on which the law is based:
1. Prices of substitute goods do not change
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2. Prices of complementary goods remain constant

3. Income of the consumer remains the same
4. Taste and preferences of the consumer remains the same

DEMAND CURNVE

20 30 a0
QUANTITY DEMANDED

Demand Curve DD slopes downwards from left to right, indicating an inverse relationship between price and
quantity demanded.

Movement along the Demand Curve / Change in Quantity Demanded

When quantity demanded of a commodity changes due to change in its price, keeping other factors
constant, it is known as change in quantity demanded.

It is graphically expressed as a movement along the same demand curve.

There can be either downward movement (expansion in demand) or an upward movement (contraction
in demand) along the same demand curve.

MOVEMENT ALONGTHE DEMANDCURVE

a Qi
QUANTITY DEMANDED
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Upward Movement: When price rises to OP2 quantity demanded falls to OQ2 (known as Contraction in
demand), leading to an upward movement from A to C along the same demand curve DD

Downward moment: On the other hand, fall in price from OP to OP1 leads to an increase in quantity demanded
from OQ to OQ1 (known as expansion in demand) resulting in a downward movement from A to B along the
same demand curve DD

SHIFT IN DEMAND CURVE / CHANGE IN DEMAND

When the demand of a commodity changes due to change in any factor other than the own price of the
commaodity, it is known as a change in demand. It is expressed as a shift in the demand curve

Various reasons for shift in demand curve:

1. Change in Price of substitute / Complimentary good
2. Change in income of the consumer
3. Change in tastes and preferences

» Increase in demand (Rightward shift): When demand rises from OQ to OQ1 due to favourable
changes in other factors at the same price of OP, leads to a right word shift in demand curve from DD to
D1D1

Decrease in demand (Leftward shift): When demand falls from OQ to OQ2 due to unfavourable
changes in other factors at the same price of OP, leads to a leftward shift in demand curve from DD to
D2D2

SHIFT IN DEMAND CURVE
D1

a2 !
QUANTITY DEMANDED
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PRICE ELASTICITY OF DEMAND

Price elasticity of demand means the degree of responsiveness of demand for a commodity with reference to
change in price of the commodity

FACTORS AFFECTING PRICE ELASTICITY OF DEMAND

1. Nature of commodity: A commodity for a person maybe a necessity, a comfort or a luxury.

Necessity commodity: Demand for food grains vegetables and medicines etc. is generally inelastic as
it is required for human survival its demand does not fluctuate much with the change in price.
Comfort commodity: Demand for fan, refrigerator etc. is generally elastic, as consumer can postpone
its consumption.
Luxury commodity: Demand for AC, luxury vehicles etc. is more elastic as compared to demand for
comfort.
2. Availability of substitutes: Demand for a commodity with the large number of substitutes will be more
elastic because even small rice in its price will induce the buyers to go for its substitutes.

3. Income level: Elasticity of demand for any commodity is generally less for higher income level groups in
comparison to people with low income because rich people are not influenced that much by changes in the price
of goods

4. Postponement of consumption: The commodities whose consumption is not urgent have highly elastic
demand as their consumption can be postponed in case of an increase in their prices

5. Number of uses: If the commodity under consideration has several uses then its demand will be elastic

6. Share in Total Expenditure: Greater the proportion of income spent on a commodity, more is the elasticity
of demand for it and vice versa.

MEASUREMENT OF PRICE ELASTICITY OF DEMAND

» PERCENTAGE / PROPORTIONATE METHOD OF MEASURING PRICE ELASTICITY OF
DEMAND

According to this method, elasticity is measured as the ratio of percentage change in quantity demanded to
percentage change in price

Percentage Change in Quantity demanded

Elasticity of Demand (E d) =

Percentage Change in Price (AP)

Change in Quantity demanded (AQ)
Percentage change in Qty. Dd. = --=--=-mmmmmmmmmm e *100
Initial Quantity (Q)

Change in Qty. (AQ) = Q1 -Q
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Change in Quantity Price (AP)
Percentage change in Price = --------------=--m--mmmmmmmmm oo *100
Orioinal Price (P)

Change in Price (AP) = P1-P

DEGREES OF ELASTICITIES OF DEMAND

e Degree of responsiveness of quantity demanded to a change in price may differ and hence elasticity of
demand could also differ.

e Price elasticity of demand can be expressed in terms of numerical value, which arranges from zero to
Infinity

Kinds of Price Elasticity

1. Perfectly Elastic Demand (Ed= 0):

e When there is an infinite demand at a particular price and demand becomes zero with a slight rise in the
price then demand for such a commaodity is said to be perfectly elastic

e Edis equal to infinity and demand cure DD is a horizontal straight line parallel to x-axis

PEFFECTLY ELASTIC DEMANDE, ;= o

10 100
10

10

Q oz
QUANTITY DEMANDED
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2. Perfectly Inelastic Demand: (Ed=0)

e When there is no change in demand with change in price then demand for such a commodity is said to
be perfectly inelastic

e Edisequal to zero and demand cure DD is a vertical straight line parallel to Y-axis

PERFECTLY INELASTIC DEMANDE, =0

4

10 100

)
iy

20 100

PRICE

30 100

-

-
[}

QUANTITY DEMANDED

3. Highly Elastic Demand: (Ed>1)

When Percentage change in Quantity demanded is more than Percentage change in Price then, demand
for such a commaodity is said to be highly elastic
In such a case Ed > 1.

Highly elastic demand curve is flatter and its slope is inclined more towards x axis

HIGHLY ELASTIC DEMANDE, =1

20 100

10 200

Q a1
QUANTITY DEMANDED
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4. Less Elastic Demand

When percentage change in the quantity demanded is less than the Percentage change in price then
demand for such a commodity is said to be less elastic or inelastic

In such a case Ed < 1

The less elastic demand curve is steeper and it's a slope is inclined more towards y axis

LESS ELASTIC DEMANDE, <1

20 100

10

QUANTITY DEMANDED

5. Unitary elastic demand:

When percentage change in the quantity demanded is equal to percentage change in price, then demand for such
a commodity is said to be unitary elastic.

In this case Ed = 1 and

The demand curve is a rectangular hyperbola

UNITARY ELASTIC DEMANDE. =1

20 100

10

e ——

al

QUANTITY DEMANDED
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» TOTAL EXPENDITURE METHOD OF MEASURING PRICE ELASTICITY OF DEMAND

In this method, amount of change and direction of change in total expenditure are determined as a result of
change in price of commodity.

Total expenditure = Price x Quantity demanded

Only three degrees of the elasticity of demand can be calculated by this method.

I. Equal to unit Elasticity — When total expenditure remains constant due to increase or decrease in price,
elasticity of demand is equal to unity.

I1. Greater than Unit Elasticity — When total expenditure increases due to decrease in price or total expenditure
decreases due to increase in price, elasticity of demand is greater that unity.

I1. Less Than Unit Elasticity — When total expenditure decreases due to decrease in price or total expenditure
increases due to increase in price, elasticity of demand is less than unity.

TOTAL EXPENDITUERE METHOD —DEGREES OF ELASTICITY

o

TOTAL EXPENDTURE

QUESTION & ANSWERS

MULTIPLE CHOICE QUESTION & ANSWERS
1. Law of demand states the relationship between price and quantity demanded’

(@) Inverse (b) Positive (c) Proportional (d) None of the Above

2. Demand of a commodity depends upon
(@) Price (b) Income (c) Price of related good (d) All of the above

3. If demand curve is parallel to x-axis, what will be the nature of elasticity?

(a) Perfectly elastic  (b) Inelastic (c) Elastic (d) Highly elastic
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4. In which of the following cases will the Price elasticity of demand is less elastic?
(@) Goods which can put to multiple use
(b) Goods on which the consumers will spend small proportion of their income
(c ) Goods whose consumption can be postponed
(d) None of the above
5. When total expenditure increases in response to decrease in own price of the commodity, the elasticity of
demand is:
(@) Inelastic (b) elastic (c) perfectly elastic (d) perfectly inelastic
6. Using Total Expenditure method, find Ed, when price and demand are under:
Price Demand
10 40
15 20
(@ Ed=1  (b)Ed=0 (c)Ed>1 (d)Ed<1

Answers
1. (a) 2. (d) 3.(a) 4.(b) 5.(b) 6. (c)

CHOOSE THE CORRECT ALTERNATIVE

Alternatives:

(a) Both the statements are true

(b) Both the statements are false

(c) Statement 1 is true and Statement 2 is false
(d) Statement 2 is true and Statement 1 is false

1. Statement I: On every point on the straight — line demand curve, the point elasticity is all equal

Statement Il: On every point on the rectangular hyperbola shaped demand curve, the point elasticity is not
Equal
Ans: Both the above statements are false

Explanation: The slope of straight line demand curve one with a constant slope has constantly changing
elasticity. It includes all five elasticity alternatives, No two points on a straight line demand curve have the
same elasticity.

2 .Statement 1. availability of substitutes makes demand less elastic
Statement Il: Substitute goods have less elastic in demand.

Ans: (b) Both the statements are false

3. Statement 1: If a good can be used for many purposes the demand for it will be elastic
Statement I1: elasticity of demand is low in case of low price goods

Ans: (a) Both the statements are true
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4. Statement 1: Slope of the demand curve and the elasticity of demand are different concepts
Statement 11: Slope of a demand curve is equal to AP / AQ

Ans: (b) Both the statements are false

5. Statement 1: Change in quantity demanded is the explanation of law of demand
Statement Il: demand for a luxury good is elastic

Ans: (d) Statement 2 is true and Statement 1 is false

ASSERTION-REASON QUESTIONS

Read the following statements: Assertion (A) and Reason (R). Choose one of the correct alternatives given
below:

a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of Assertion (A).

b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct explanation of Assertion (A).

c) Assertion (A) is true but Reason (R) is False

d) Assertion (A) is False but Reason (R) is True

1. Assertion (A): Change in quantity demanded of one commodity due to a change in the price of other

commodity is cross demand.
Reason (R): Changes in consumer income leads to a change in demand.

Ans: (b)

2. Assertion (A): Demand for durable goods has higher elasticity of demand.
Reason (R): Demand for durable goods can be postponed once they are demanded at present.

Ans: (a)

3. Assertion (A): Complementary goods have joint demand.
Reason (R): Complementary goods are demanded simultaneously to satisfy a particular want.
Ans: (a)

4. Assertion (A): Price demand curve is negatively slowed
Reason (R): law of demand States inverse relation between price and demand. keeping other factors
constant.

Ans: (a)

5. Assertion (A): The demand curve is downward sloping as a consumer is willing to pay lesser and lesser
for each additional unit consumed as he/she gets lesser utility for each additional unit consumed.

Reason (R): With a fall in the price of a good, consumers’ purchasing power increases. S0, he/she
consumes more units
Ans: (b)
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MATCHING THE CORRECT STATEMENT
From the set of statements given in column | and column Il choose the correct pair of statement.
Column | Column 11
A. Demand (i) Specific quantity to be purchased against a specific price of
the commodity
. Substitute goods (ii) Bread and Butter
. Normal goods (iii)Income effect is negative
. Increase in Demand (iv) More of a commodity is purchased at its existing price

Alternatives:

@A-() (b)B—(ii) (c)C—(iii) (d) D—(iv)
Ans: (d)

Column | Column Il
Rightward shift of Demand Curve (i) Decrease in Price of Substitute good
Leftward shift of Demand Curve (i1) Decrease in income
Contraction of Demand (iii) Decrease in price

D. Extension of Demand (iv) Increase in Price

Alternatives:

@ A—(@) (b)B-(ii) C-—(iii) D—(iv)

Ans: (b)

CASE STUDY QUESTIONS

Read the given cases carefully and answer the question on the basis of the same

“India wheat prices jump to 6-month high on demand, limited supply” — “The Economic Times” 8 August 2023

Indian wheat prices surged to a six-month high on Tuesday due to limited supplies and robust demand ahead of
the festival season, dealers said. Rising wheat prices could contribute to food inflation and potentially
complicate the efforts of both the government and the central bank to contain inflation.

1. What is meant by extension of demand?
(a) Quantity demanded of commaodity decreases due to increase in own price
(b) Increase in demand
(c) Increase in Quantity demanded
(d) Bothe (a) and (c)
2. Certain goods which are demanded only because of their prices are very high are called:
(@) Luxury goods  (b) articles of distinction  (c) inferior goods (d) Both (a) and (b)
3. Statement I: The slope of demand curve for a normal good is downward sloping
Statement I: Increase in the price of bread will also increase the demand for butter.
Alternatives:

(a) Both the statements are true

(b) Both the statements are false

(c) Statement 1 is true and Statement 2 is false
(d) Statement 2 is true and Statement 1 is false
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4. Which of the following statement is “FALSE”?
(@) Increase in quantity demanded is a situation of extension of demand
(b) Change in demand is indicated by movement along the demand curve
(c) Rise in price of substitute good leads to increase in its own demand
(e) Demand curve is drawn on the assumption that except price, all other determinants of demand
remain constant.

Answers:
1. (d) 2. (d) 3.(a) 4(b)

SHORT ANSWER QUESTIONS (3/4 MARKS)
1. Give any three situations when demand curve shifts forward?
Hint:
(a) When income of the consumer increases
(b) When price of substitute good increases
(c) When price of complementary good falls
. What is the relation between Good X and Good Y, if with rise in the price of Good X, demand for Good Y
rises?
Hint: Substitute goods (Explain)

. The following news was printed in the Economic Times
Petrol and Diesel prices were cut by 2 per litre as international oil prices slumped into a 5-year low"
Use a diagram and economic theory to analyze the impact on the demand for cars in India

Hint: Right ward shift of demand curve (use diagram and explain)

LONG ANSWER QUESTIONS
1. How is demand for a commodity affected by changes in the price of related good. Explain with the help
of diagram?

Ref: content given above

2. Explain with the help of diagram the effect of following changes on the demand for a commodity?
(@) fall in income of its buyers (b) arise in the price of substitute good.

Ref: content given above
3. What are the factors effecting the price elasticity of demand
Ref: content given above

Application level questions

1. Price of the commodity increases from 2. 10 to X 12 per unit and expenditure on the commodity
increases by 20% find elasticity. Give logical support to our answer.

2. At Price 2.4, the demand for the good is 25 units. Suppose the price of the good increases to X5 and the
demand for the good falls to 20 units. Calculate the price elasticity
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MIND MAPS

(PERFECTLY INELASTIC DEMAND (Ed =0)}——(DEGREES OF PRICE ELASTIC'TD\Q:ERFECTLY ELASTIC DEMAND (Fd- 2)

(ELASTIC DEMAND (Ed >1))

(INELASTIC DEMAND (Ed < 1))

(UNITARY ELASTIC DEMAND (Ed =1D

A Caused by decrease in
Extension of Demand / ;
own price of the commadity

Contraction of Demand y Caus.ed s m.
own price of the commodity

DEMAND

Decrease in Demand/
Backward shift in Demand Curve/
Leftward shift in Demand curve)

Increase in Demand/

hange in factors other than|
Erward shiltir Demand Curvel. | Caused by change in factors ot.ert an‘
\ own price of the commodity ‘

\Rightward shift in Demand curve)

Useful links: https://diksha.gov.in/play/content/do 3130706205975511041860
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https://diksha.gov.in/play/content/do_3130706205975511041860

UNIT 6: PRODUCER BEHAVIOUR AND SUPPLY
PRODUCTION

Production. - Production is process of transforming factor input into output.

Classification of Factor(inputs): -

Fixed factor

Variable factor

<>quantity cannot be changed in the short run.
<-Costs do not vary directly with output
<-Ex: - building, plant, land etc.

<-quantity can be changed in the short run.
<-Costs do vary directly with output.
<Ex: - raw material, transport etc.

Production function: -

Production function refers to functional relationship between factor inputs and output.

Q =1 (X1, x2)

It means that by using x: amount of factor 1 and x> amount of factor 2, we can produce Q amount of

the commaodity.
Types of production function: -

Short run Production function:

Long run Production function:

<> Change in physical output of a good when
one factor input is variable and the others
are fixed.

known as “Law of returns to a factor”

<> Change in physical output of a good when
all the factor inputs are variable

<> known as “Law of returns to scale”.

Concepts of Production: -

Total product or total
physical product (TP/TPP)

Average product or
Average physical product
(AP/APP)

Marginal product (MP)

Total output of a commodity at
a particular level of a variable
factor when combined with
fixed factors.

Average Product is defined as
the output (product) per unit
of variable input.

change in total product or
output per unit of change in
variable input, while keeping
the other factors fixed

TP =X MP
TP=APXL

AP =TP/L

MP,=TP, — Tp(n-l)
ATP
Ain variable

MP =
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B
e

AP

Marginal Product
Marginal Product

1 2 3 45 6 7 8 9 10
Labaor

L Labour

Relationship between MP and AP: -

e When MP > AP, AP rises

e When MP < AP, AP falls

e When MP = AP is at its maximum.
e MP cuts AP from above.

Marginal & Average
Product

Quantity of Labor

Relationship between TP and MP: -

e As long as TP increases at increasing rate,
MP increases.

e When TP increases at diminishing rate, MP
falls positively.

e When TP becomes maximum and constant,
MP becomes zero.

e When TP decreases, MP becomes negative.

e TP =X MP

MNAL PRODUCT

TOTAL AND MARGIP

LAW OF VARIABLE PROPORTION (RETURN TO A FACTOR)

The law says that as we employ more and more variable factor keeping all other factors fixed,
initially Total product (TP) increases at increasing rate, after reaching a certain level of employment
it increases at diminishing rate, then it starts falling.

According to this law there are three stages of production: -

1. Increasing Returns to a Factor
2. Diminishing returns to a Factor
3. Negative returns to a Factor
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Capital (K)

Labour (L)

Stages

S

T

w N - O

oo

| stage:
Increasing

Product

Il stage:
Diminishing

I11 stage:
Negative
RTF

Variable input \

Phase/Stage |
Increasing Returns to a factor

Phase/Stage |1
Increasing Returns to a factor

Phase/Stage |11
Negative Returns to a factor

TP

increases at increasing rate

increases at diminishing rate

decreases

MP

increases

decreases positively

Becomes negative

Causes

Better utilization of fixed factor.
Better co-ordination between factors.
Efficient utilization of variable factor

Over utilization of fixed factor.
Poor co-ordination between factors
Imperfect substitution of factor.

Fixity of fixed factor.
Overcrowding of variable factor
Defective factor ratio

COST OF PRODUCTION

Cost of Production: - Cost refers to the expenditure incurred on the factor inputs as well as non-

factor inputs utilized in the production of goods and services.

Real cost: - It refers to sacrifice, mental and physical efforts spent to produce a commodity. This
cost cannot be measured in terms of money as it is subjective.

Implicit_cost: - Implicit are the cost of self-owned and self-employed resources by the firm
including estimated normal profit. These costs are imputed value (estimated) value.

Explicit cost: - Explicit cost are the cash payment made by the firms to outsiders for the purchase or
hire of goods and services.

CONCEPTS OF COST OF PRODUCTION

Short Termn Costs

TJotal Fixed
Cost (TFC)

Total Varable
Cast (TVCO)
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Total Fixed Cost (TFC)

Total Variable Cost (TVC)

Total cost (TC)

Cost which are incurred on the
fixed factors of production.

Cost which are incurred on the
variable factors of production.

sum of all expenditures incurred in
producing a given quantity of a good.

TFC=TC-TVC
TFC = AFC x output

TVC=TC-TFC
TVC = AVC x output
TP =X MP

TC=TFC+TVC
TC = AC x Output

v

Output

ariable cost

] Output

i

<>straight line parallel to X-axis.
<remains constant at all
levels of output

<> S shaped curve starting from 0
<> Initially increases at decreasing
rate and then at increasing rate.

<> S shaped curve parallel to TVC
<>Never be 0 because TFC is positive
and constant.

Numerical example: -

output | 0 1 2

4 5 6 7

TFC 20 | 20 | 20

20 | 20 | 20 20

TVC 0 10 | 18

28 | 32 | 38 46

TC 20 | 30 | 38

48 | 52 | 58 66

AVERAGE COST (AC)

Average Fixed Cost (AFC)

Average Variable Cost (AVC)

Average cost (AC)

per unit fixed cost of producing
the commodity

per unit variable cost of

producing the commaodity.

per unit cost of producing the
commodity.

AFC =AC-AVC

TFC
AFC =
Output

AVC =AC - AFC

TVC
output

AC=AFC + AVC
TC

output

Average Fixed Cost Curve

Average Fixed Cost (F)

T
&

Cutput (In units)

Average Variable Cost

AvVC
-

Average Variable Cost [?l

» X

T
5

Output (In units)

AC, AVC and AFC

AC, AVC and AFC(infj

Output (in units)

AFC goes on falling and forms
a down ward sloping curve but
never touches X-axis as fixed
cost can never be zero.

As the output increases, the
AVC begins to fall due to the
operation of law of increasing
returns  then  reaches its
minimum and then starts
increasing due to the law of
diminishing returns.

Both AC and AVC curves are U-
shaped.

As level of output increases, the
vertical difference between AC and
AVC curves goes on decreasing as
AFC goes on decreasing as output
increases.
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Numerical example: -

output 1 2 4 5 6 7 8
AFC 20 | 10 : 5 4 3.3 | 29 2.5
AVC 10 9 7 6.4 | 6.2 | 6.7 7.25
AC 30 | 19 | 146 2 1104 | 95 | 95 9.75

MARGINAL COST (MQ)

Marginal cost is the change in total cost by producing one more unit of output. In other words, it is
the addition to the TVC/TC when an additional unit is produced.

('n::s MCh=TCn - TC(n-l)
MC

MChr=TVCh - TVCna

ATC
MC =—
AQ

-
Qu;-mLLl.\f'——

of output > MC = TVC

Numerical example: -

output | O 1 2 3
TFC 20 | 20 | 20 | 20
TVC 0 10 | 18 | 24
TC 20 | 30 | 38 | 44
MC -- 10 8 6

Relation between AC and MC

. When MC < AC, AC falls

. When MC > AC, AC rises

. When MC = AC, AC is minimum

. MC cuts AC from below.

. Both MC and AC are ‘U’-shaped curve.

Relation between AC, AVC and MC

1.When AC and AVC declines, MC declines faster
than AC and AVC. So that MC curve remain below
AC curve and AVC curve.

2.When AVC increases, MC increases faster than
AVC. So that MC is above AVC curve.

3.When AC increases, MC increases faster than AC.
So that MC is above AC curve.

4.Since MC declines faster than AC and AVC it
reaches its lowest point earlier than ACand AVC. ] R
So that MC starts rising even AC and AVC is quantity
falling.

5.MC cuts AC and AVC from its lowest point.
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REVENUE
Revenue of a firm is its sales receipts or money receipts from the sale of a product.
Revenue = Quantity sold X Price

Total Revenue (TR) Average Revenue (AR) Marginal Revenue (MR)

It is the amount a firm receives | plt is the per unit revenue Marginal Revenue is the addition to
by selling a given quantity of received from the sale of the the total revenue when an additional
output. commodity. unit is sold in the market.

MRn = TRn — TR(n-]_)

TR =P x Qty AR = —R

" output

TR = AR x Qty A
- MR = TR
TR =X MR Aoutput

AR is same as price, AR = %

Relation Among TR, AR, MR

a) In Perfect Competition: -

In this market there are large number of buyers and sellers and the product is homogeneous
(identical). Price remains same, that is a producer can sell any quantity at constant price.

Qty sold | Price TR AR MR diagram

1 10 10 10 10
10 20 10 10
10 30 10 10
10 40 10 10
10 50 10 10
10 60 10 10

TR

=

Price / Revenue

-
(=]

Output

e In perfect competitive market Price remains constant so TR increases at constant rate and MR is
constant. Here AR =MR =P

e TR curve is positively sloped straight line.AR and MR curves coincide in a horizontal straight
line parallel to X- axis.
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b) In Non- Perfect Competition market: - (monopoly, monopolistic or Oligopoly market): -
In such market producer can sell more product by lowering the price, that is if the producer can sell
only less product at higher price.

Qty sold i TR MR - diagram

1 10
2 16
3 18
4 16
5 10

Relationship between TR and MR Relationship between AR and MR
1. When MR falls positively TR increases 1. AR falls when MR< AR
2. When MR becomes zero, TR is maximum 2. MR curve is steeper than AR curve
constant 3. MR can fall to zero and become negative but
3. When MR becomes negative, TR decreases. 4. AR is always positive.

PRODUCER’S EQUILIBRIUM
A producer (a firm) is said to be in equilibrium when it earns maximum profits.
Conditions in MR-MC approach: -

1. MR=MC

2. MC is rising (That is slope of MC is more than slope of MR)
or

MC is greater than MR after equilibrium level of output.

Numerical example: -

output | 1 2 3 4 5 6

MR 6 6 6 6 6 6

MC 7 6 5 4 6 7

At the fifth level of output the producer is in equilibrium, at this point MR=MC and MC rise after

equilibrium.

Diag[am: -

In the diagram at OQ level of output the
producer is in equilibrium. At this point MR=MC
and MC rising after equilibrium.
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THEORY OF SUPPLY
Supply of a commodity: -The quantity of the good, which a producer or a seller or a firm is willing
to sell at a particular price during given period of time.
Individual supply: - The quantity of the good, which an individual producer or a seller is willing to
sell at a particular price at a point of time.
Individual supply schedule: - It is the table showing different quantities of a commodity supplied by
an individual seller or producer at different possible prices at a point of time.
Individual supply curve: - It is a graphical presentation of individual supply schedule. It shows the
different quantities of a commodity supplied by an individual seller or producer at different possible
prices at a point of time.
Market supply schedule: -Itis the table showing different quantities of a commodity supplied by all
the sellers or producers in a market at different possible prices at a point of time.
Market supply curve: - It is a graphical presentation of market supply schedule. It is the horizontal
summation of individual supply curve.
Individual Supply schedule Market supply Schedule
Price | Qtysupply | Qty supply Qty supply Market
Price | Quantity Producer A | Producer B | Producer C supply
1 5 10 5 8 10 23
2 10 20 6 10 13 29
3 15 30 7 12 16 35
4 20 40 8 14 19 41

Individual Supply curve Market supply curve
! Market Supply Curve

3

Quantity Supplied

Supply of A ==Supply of B =—=Supply of ¢ Supply of Market

Law of Supply: -The law states that “other things being equal, there is a positive relation between
price and quantity supplied of a commodity. Other things are techniques of production, Government
policy, price of inputs and price of other goods etc.

Supply function: - It shows the relationship between supply for a commodity and the factors
determining supply.

Individual supply function: - It shows the relationship between supply of a commodity and the factors

determining supply by a seller or producer. S =f (Px, Pi, T, G, Po)

Market supply function: - It shows the relationship between supply for a commodity and its various

determinants (factors) by all sellers or producers in a market. Sm = f (Px, Pi, T, G, Po, N)

(where Px = price of the commodity, Pi = Price of inputs, T = Technique of production, G=
Government policies, Po = Price of other good, N = number of sellers or firm)
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Determinants (factors) affecting Individual supply

Price of the commodity: - There is positive relationship between price of the commodity and
quantity supply.
In the supply curve there will be upward movement along the same supply curve if price
increases and down movement when price falls.
Technical Changes: -
(@) Improvement or advancement in technology lowers the marginal cost and raises the profit.
As a result, the investment increases, production increases and supply increase. Upward shift
in the supply curve.
(b)if technology deteriorates, MC rises which reduces the profit margin. The investment falls,
production falls and supply decreases. Left ward shift in the supply curve.
Price of inputs:
(@) If input price falls, MC falls and profit margin increases. As a result, the investment
increases, production rises and supply rises. Right ward shift in the supply curve.
(b) If input price rises, MC rises which lowers the profit margin. As a result, the investment
decreases, production falls and supply falls. Left ward shift in the supply curve.
Change in government policy (taxation and Subsidy Policy): -
(a) If tax rate decreases or subsidy increases, MC decreases and profit margin increases. The
investment rises, production rises and supply increases. Right ward shift in the supply curve.
(b) If tax rate increases or subsidy decreases, MC decreases which lowers the profit margin.,
investment falls, production falls and supply decreases. Left ward shift in the supply curve.

Price of Other goods: -

(a) if price of the other related goods increases, the producer will shift the given resources to
produce the good which is highly priced and thus makes more profit, then supply of the
commaodity in question decreases. Supply curve shifts left ward.

(b) If price of the other related goods decreases, the producers of other goods whose price is
decreasing will shift to the commodity in question then supply of the commodity in question
increases. Supply curve shift right wards.

Distinguish between Extension of supply and increase in supply

Extension in supply Increase in supply

1. It is due to rise in its price, other things | 1. It is due other factors affecting supply than
being equal. price of the commodity

2. There will be upward movement along the | 2. There will be right ward shift in the supply
same supply curve curve.

3. Numerical example: - 3. Numerical example: -

Price

Qty

10
20

4
6

Price

10
10

Qty
4

6
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4. Diagram

Q
oS Quant%:v Subplied

5. More quantity is supplied at higher price
6. Law of supply is applicable

Diagram: -

\

0 Q Quantity X

5. More quantity is supplied at the same price.
6. Law of supply is not applicable.

Distinquish between Contraction of supply and decrease in supply

Contraction in supply

Decrease in supply

1. Quantity supply falls due to decrease in
price.

2. There will be downward movement along
the same supply curve

3. Numerical example: -

Qty

6
4

Price

20
10

4. Diagram
Y4

P
P

£y

» X

1 e
x 04y’ » Q Q
7 Quantity Supplied

5. Less quantity is supplied at lower price

6. Law of supply is applicable

1. It is due other factors affecting supply than
price of the commodity

2. There will be left ward shift in the supply
curve.

3. Numerical example: -

Price

10
10

4. Diagram: -

d * ]
Quantity Supplied

5. Less quantity is supplied at the same price.
6. Law of supply is not applicable.
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Causes of increase in supply

1. decrease in price of inputs, 4. improvement in technology

2. decrease in tax rate, 5. decrease in the price of other goo
3. increase in subsidies,

Causes of decrease in supply
1. increase in price of inputs, 4. deterioration in technology
2. increase in tax rate, 5. increase in price of other goods.
3. decrease in subsidies,

PRICE ELASTICITY OF SUPPLY
It is a measure of degree of responsiveness of supply of a commodity to change in its price.

In other words, it quantifies the effect of a change in own price (Px) on the quantity supplied
of a commodity.

Percentage (%)change in quantity supplied
T Percentage (%)in price of the commodity

P A
Es= 5 X ﬁwhere Q1 = new quantity Q = Initial quantity

P1 = New price, P = Initial price
Deqgrees of Price Elasticity of Supply

Perfectly Elastic supply: - It refers to a situation when supply of a commodity is infinite at
the prevailing price. The supply curve is a horizontal straight line. Here Es = co.

Perfectly inelastic supply: - in this case a change in price of the good causes no change in its
quantity supply. The supply curve is a vertical straight line parallel to Y-axis. Here Es=0

Unitary elastic supply: - In this case % change in supply is equal to % change in price of the
commodity. Here Es =1

. Greater than Unitary elastic supply (Elastic supply)

In this case, % change in quantity supply is greater than the % change in the price of the
commodity. Here Es >1.

Less than Unitary elastic supply (Inelastic supply)

In this case, % change in quantity demand is less than the % change in the price of the
commodity. Here Es <1.

\ Es>1 s, E;":l

3

/

P

a B D X o B D x

KVS ZIET MYSORE




ONE MARK QUESTIONS

1. Which of the following statements is incorrect with respect to Production function?
a. Production function shows the maximum quantity of output that can be produced
for various quantities of inputs used.
Production function shows different combinations of output that can be produced
for given quantities of inputs used.
c. A production function is defined for a given technology
d. None of the above
Mr. Sukesh is planning to start a new business. He has set up a suitable factory space,
purchased machinery and computer systems and hired key managerial personnel. Identify
which of the following is not a fixed factor of production.
a. Purchase of machinery b. Building for factory space
c. Hiring of managerial personnel d. All of the above

Identify the correctly matched pair from the following

Concept Meaning

a) Average Product (i) dividing change in TP by change in variable
factor

b) Marginal Product (ii) output per unit of variable input.

c) Total Product (iii) The sum of marginal products.

a. (a) - (i) b. (b) - (ii) c. (c) - (iii) d. All are correct

. Which of the following equations is correct?
a. AP=TP/IL b.MP=ATP/AL c¢c.MP=TPn-TPn-1d. All are correct
. Afirm is operating with 3 workers and the production is 136 units. Now that it has
decided to add another worker and it was noticed that the production went up to 160
units. Based on the above information, calculate the Marginal product of 4th unit of
worker
a. 160 units b. 36 units C. 24 units d. 136 units
. Which of the following is not an assumption of the Law of Variable proportions?
a. All units of the variable factor are homogenous
b. Firm can change all of its inputs
c. Botha &b
d. None of the above
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Marginal Product of the variable factor is calculated by
a. MPL =TP at L units - TP at (L-1) units
b. Marginal product = Change in output/Change in input
c. MP=TP/L
d. Botha&b
shows the pattern of change in total product when only one input is increased,
other inputs remaining unchanged.
a. Total Physical product
b. Marginal Physical Product
c. Law of variable proportion
d. Returns to scale
. Which of the following is a reason for Decreasing returns to a factor?
a. Division of labor and specialization
b. Optimum combination of Fixed and Variable factors
c. Over utilization of fixed factor
d. Under-utilization of fixed factor
. In phase 111 of variable proportions falls continuously but is positive whereas,
turns negative
a. Marginal product & Total product
b. Total product and Average product
c. Total product & Marginal Product
d. Marginal Product & Average Product
. TP curve s in Phase I and in Phase 1l
a. Convex & Concave
b. Downward sloping and Upward rising
c. Concave & Convex
d. Downward sloping and Upward rising
. Both AP & MP curves are generally
a. U shaped c. Download sloping
b. Inverse U-shaped d. Upward sloping
. Which of the following is not a component of the fixed cost of a firm?
a. License fee b. Salaries of permanent staff
c. Cost of raw materials d. Expenditure on Land & building

. A firm, while keeping its price constant, is able to sell more of its output. What will be
the shape of the MR curve of the firm?
a. MR curve will be upward sloping
b. MR curve will be downward sloping
c. MR curve will be a horizontal straight line
d. MR curve will be a vertical straight line
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. What is the shape of the AFC curve for a firm?
a. Inverse S shaped b. Rectangular hyperbola
c. Horizontal line d. None of the above

. Geometrically, the total area under MC curve corresponding to any level of output
measures

a. AVC b. TC c. AC d. TVC
. Identify the correctly matched pair of items from the following

a. TR reaches it maximum —---> MR is maximum

b. TR rises at an increasing rate —---> MR falls but positive

c. TRrises at a decreasing rate —----> MR increases

d. TRisfalling —------ > MR is negative
. When output increases from 6 to 8 units, TR increases from 3250 to ¥300. MR is:

a. 350 b. 325 c. %100 3250

. AR curve is horizontal straight line under
a. Perfect competition b. Monopoly
c. Monopolistic competition d. All the above

. The cost of self-owned inputs of a firm is known as

a. Implicit cost b. Imputed Cost c. Explicit cost d.Botha &b
. Mr. Mukesh opens a new bakery in his own building. He acts as a cashier and he hires 2
other workers. ldentify the implicit cost of his business
a. Salary paid to hired workers b. Rent of the bakery premise
c. The wages that go to the cashier d.Bothb&c

. AR is always equal to
a. Revenue b. Price c. Cost d. Profit
. Which of the following defines a Producer's equilibrium point?
a. No profit no loss for the producer
b. Profit is maximum for the producer
c. TR &TC are equal for the producer
d. None of the above
. Supply refers to:
a. Quantity of a commodity which a producer is willing to sell at a specific price
b. Various quantities of a commodity which a producer is ready to sell at different
possible prices
. Total quantity of the commaodity available with the producer at a point in time
. All the above
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25. Extension in supply is due to
a. Fall in own price of acommodity  b. Rise in own price of a commodity
c. Reduction in taxes d. Increase in the number of producers

26. Contraction in supply is shown diagrammatically as
a. Leftward shift of supply curve b. Rightward shift of supply curve
c. Downward movement in the supply curve  d. None of the above

27. Which of the following factors results in a forward shift of supply curve?
a. Increase in factor prices b. Increase in taxes by government
c. Improvement in technology d. Increase in price of the commodity

28. Subsidy on the production of a commodity results in
a. Increase in supply b. Decrease in supply
c.Botha &b d. No change in supply

29. When supply curve is vertical straight line, the commaodity is said to have:
a. Unitary elastic supply b. Perfectly elastic supply
c. Relatively elastic supply d. Perfectly inelastic supply

30. If a producer expects a price rise in the near future, current supply of the commodity
tends to
a. Rise b. Fall c. remain unchanged d. None of the above
ANSWERS

1. b 2¢ 3.¢ 4d 5c¢ 6.b 7.d 8c 9.d 10.c
11. a 12.¢ 13.¢ 1l4c¢ 15.b 16d 17.d 18.b 19.a 20.d

21.d  22.b 23.b 24.b 25.b 26.c 27.c 28.a 29.d 30.b

FILL IN THE BLANKS

All factors are (fixed / variable) factors in the long run

. Only in the production capacity of the firm can be increased. (Short run/Long
run)

. Short run production function exhibits while long run production function
expresses . (Returns to a factor / Returns to scale)

. is called the unit cost of production (Total cost/ Average cost)

. Total cost is the sum of Total fixed cost &  (Average Variable Cost/Total Variable
Cost).

. Shape of AVC curve is (inverse S / U shaped)

. Addition to total cost due to addition of one unit of output is called (unit cost/
Marginal cost)
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. Sum total of Marginal cost corresponding to different units of output becomes
(+Average variable cost/ Total Variable Cost)
. When AC is falling and when AC is rising (AC <MC, AC>MC)
. Average Revenue curve is under Perfect competition (perfectly elastic/
perfectly inelastic)
. The producer equilibrium condition is that beyond MC = MR, MC should be
(rising / falling)
. Market supply schedule shows relationship between price and quantity
supplied (positive / negative)
. Market supply curve is the supply curve of the (firm/industry)
. Slope of a straight-line supply curve is (rising throughout / constant)
. A fall in input prices will lead to in supply (Extension / increase)
. Backward shift of supply curve is caused by (Price fall / factors other than
price)
. Improvement in technology causes cost of production to (rise/fall)
. Effect of rise in own price of a commodity on supply is shown by in supply
curve (upward movement / forward shift)
. The supply of a durable good is usually . (more elastic / less elastic)
. Firm’s supply curve is indicated by the segment of MC (rising / falling)

ANSWERS

Variable 11. rising

Long run 12. positive

Returns to a factor & Returns to scale 13. industry

Average cost 14. constant

Total Variable cost 15. Increase

U shaped 16. Factors other than price
Marginal cost 17. fall

Total Variable Cost 18. Upward movement

. AC<MC, AC>MC 19. More elastic

10. perfectly elastic 20. rising

©ooNo R wDdE
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ASSERTION & REASONING

Read the two statements labelled as Assertion (A) & Reason (R) and choose the correct option
from the below

a. Both Assertion (A) and Reason (R) are true and Reason (R) is the correct
explanation of Assertion (A).
Both Assertion (A) and Reason (R) are true but Reason (R) is not the correct
explanation of Assertion (A).
Assertion (A) is true but the Reason (R) is false.
Both Assertion (A) and Reason (R) are false.

. Assertion (A): Production function is defined with respect to a given technology
Reason (R): Technical improvements results in change of production function

. Assertion (A): Production capacity remains constant in the short run
Reason (R): Production can be increased only by increasing variable factors of
production.

. Assertion (A): Long run is a period of time in which there is no distinction between fixed
and variable factors exists
Reason (R): What is fixed factor in the short run becomes variable in the long run

. Assertion (A): In case of disguised unemployment, TP increases when some workers are
withdrawn.
Reason (R): MP of a variable factor can never be negative

Assertion (A): In the short run firms have no flexibility to adjust any of its inputs.
Reason (R): Short run generally is defined in terms of say, days, weeks or month

. Assertion (A): Fixed costs are incurred even before production actually starts
Reason (R): Fixed cost is zero at zero level of output

. Assertion (A): Producer’s equilibrium is struck at that level of output where profit is
maximized
Reason (R): Profit is maximized when the difference between TR & TC is minimized

. Assertion (A): Increase in supply is due to factors other than price.
Reason (R): Increase in supply occurs when more is supplied at a lower price.
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9. Assertion (A): Increase in supply occurs when more is supplied at existing price
Reason (R): Increase in supply is basically related to fall in the cost of production

10. Assertion (A): Supply of a commodity expands or contracts with a price rise or price fall.
Reason (R): Supply never changes unless price changes

ANSWERS:

a
C

1.
6.

SHORT ANSWER TYPE

1. State the Law of variable proportion and name the three stages of the law
Ans Hint: Refer to Law of Variable proportion given in Gist of the lesson.

MP can be negative but not AP. Comment

Ans: MP can be zero or negative but AP is never. AP is the ratio between TP and units of
the variable factor. Since units of variable factor is always positive, AP can never be
negative. But MP is change in TP owing to an additional unit of the variable factor which
can be zero or negative.

3. Differentiate between Short run and long run production function

Short run production function Long run production function

Represents the relationship between Represents the relationship between
inputs and outputs when at least one inputs and outputs when all inputs can
input is fixed be varied

Output can be increased only by Output can be increased by increasing
increasing the quantity of variable input | all of its inputs

Also known as Returns to a factor Also known as Returns to scale
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4. ldentify the curves labelled as 1 & 2 and explain the significance of point P

Units of variable factus

Ans: Curve 1 is the Average product curve and curve 2 is the Marginal product curve of

the variable factor

At point P, the MP curve cuts the AP curve from above at its maximum point. Only at

this point AP = MP.

As long as AP is rising, MP > AP (to the left of point p)

When AP is maximum and constant, MP = AP

When AP starts falling, MP < AP (to the right of point p)

“In economics, cost is taken as the sum of both Explicit cost and Implicit cost”. Explain
with example the difference between Explicit cost and Implicit cost

Explicit cost

Implicit cost

Actual money expenditure incurred by a
firm in hiring or buying factors of
production

Cost of factors of production owned and
used by the firm in the production process

Shown in the books of accounts

Does not enter books of accounts of a firm

Also known as accounting cost

Also, knowns as imputed cost

E.g. wages, rent, insurance payment etc.

E.g. Wages of self-labor, rent for self-
owned business premises etc.,

Define marginal cost. Illustrate with example how to calculate marginal cost given the
total cost.
Ans Hint: Refer to Marginal Cost section
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7. What is meant by Increasing returns to a factor. Explain any two causes for it
Ans Hint: Refer to Stage | of Law of Variable Proportion

. What is meant by Diminishing returns to a factor. Explain any two causes for it
Ans Hint: Refer Stage Il of Law of Variable Proportion

. What is meant by Negative returns to a factor. Explain any two causes for it
Ans Hint: Refer Stage I11 of Law of Variable Proportion

. Identify the cost curves labelled as 1,2,3&4 from the below diagram and write a note on

each of the cost concepts. 1 2

Ya /'

QUTPUT

Ans: Curve 1: Marginal cost curve. Marginal cost is defined as addition made to total
cost to produce one more unit of output.

MC = ATC/AQ
Curve 2: Average Total Cost curve. Average cost is the cost per unit of output
AC/ATC=TC/Q

Curve 3: Average Variable Cost curve. AVC is the variable cost per unit of output
AVC =TVC/Q

Curve 4: Average Fixed Cost curve. AFC is the fixed cost per unit of output. AFC =
TFC/Q

. Total Variable Cost curve is inverse S shaped. What are the reasons for it?
Ans: TVC is an inversely S-shaped curve due to the Law of Variable Proportion.

In the initial stages of production, when the increasing returns to a factor is in operation,
TC of the firm increases at a decreasing rate and later it increases at an increasing rate
due to the operation of Diminishing returns and negative returns to variable factor.
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12. A firm is able to sell as many units of a commodity as it wants without reducing the
price. State and explain the relationship between AR & MR in this situation.
Ans Hint: A firm operating in a perfectly competitive market can sell its product at a
constant price. Refer “Relation Among TR, AR, MR in Perfect Competition”

. A firm has to reduce the price of a commodity to sell more units of it. State and explain
the relationship between AR & MR in this situation.
Ans Hint: In a non-perfect competitive market like monopoly, monopolistic or oligopoly,
producer can sell more product by lowering the price, that is the producer can sell only
less product at higher price. Refer “Relation Among TR, AR, MR in No-perfect
Competition”

14. Complete the following table

Units of Labor Total Product Marginal Product | Average Product

Ans: AP = TP/L MP = ATP / AL TP=APXQ

Units of Total Marginal Average
Labor Product Product Product
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15. State and explain any two causes that can shift the supply curve as shown in the
following diagram.

Price

A

|
|
\
|
|
Q @4 Quantity

Ans Hint: Rightward shift of supply curve indicates increase in supply. Explain any two
factors from the following. Causes of increase in supply

1. decrease in price of inputs,

2. decrease in tax rate,
increase in subsidies,
improvement in technology

decrease in the price of other goods

. “Expansion in supply happens when there is a rise in price of a commodity”. Explain
using a diagram.
Ans Hint: refer to Expansion in supply given under “Distinguish between Extension of
supply and increase in supply”

. Contraction in supply happens when there is a fall in price of a commodity”. Explain
using a diagram.
Ans Hint: refer to Contraction in supply given under “Distinguish between Contraction
of supply and decrease in supply”

. Price of Tea is on a rise. Explain how it will affect the supply of Coffee. Use diagram
Ans: Increase in price of other goods leads to decrease in supply. When price of Tea is on
arise, sellers find it profitable to sell more of tea and less of coffee. Hence supply of
coffee will be reduced even when price of coffee remains unchanged. This can be
depicted diagrammatically by a leftward shift of supply curve of coffee
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a-
Quantity Supplied

19. The price of a commodity falls from X100 to T85 consequently its supply falls from 200
units to 155 units. calculate the price elasticity of supply. Also comment on the type of
elasticity of supply.

Ans: To calculate the price elasticity of supply (Es), we use the formula:

Es=percentage change in quantity supplied / percentage change in price
% change in price P2-P1 x100
P1
85-100 x100
100
-15%
% change in quantity supplied = Q2-Q1x100%
Q1
155-200 x100%=-45%
200
-45%
-15%

Since the price elasticity of supply (E_s) is greater than 1 (specifically, Es = 3), we classify it as
elastic.
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20. From the following identify the Producer’s equilibrium point and give reasons for your Answer

Output Price Total Cost

12 13

12 25

12 36

12 46

12 56

12 68

12 81

Ans Hint: A producer (a firm) is said to be in equilibrium when it earns maximum profits.
Conditions in MR-MC approach: -
1. MR=MC

2. MC is rising (That is slope of MC is more than slope of MR) or MC is greater than MR
after equilibrium level of output

Output Price Total Cost TR

1 12 13 13

12 25 12 24 12

12 36 11 36 12

12 46 10 48 12

12 56 10 60 12

12 68 12 72 12

12 81 13 84 12

The producer attains equilibrium by producing 6 units of output. Because only at this point two

conditions of producer equilibrium are satisfied.
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21. How does technological progress affect the supply curve? Explain. Use diagram
Ans Hint: Technological progress generally shifts the supply curve to the right by reducing costs,
increasing productivity, and expanding the range of goods available in the market.

Y
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Q Q Quantity X

22. With an example, explain Individual and market supply schedule and curve.
Ans Hint: Refer Individual supply & Market supply

LONG ANSWER TYPE

1. Explain the Law of Variable proportions through the behavior of total product and
marginal product.
Ans Hint: Law of variable proportion. Definition, stages, schedule and diagram and
stages.

With the help of a diagram state and explain the meaning and relationship between MP &
TP
Ans Hint: Refer the Relationship between TP and MP Diagram and explanation.

Explain the conditions of producer’s equilibrium using Marginal cost - Marginal Revenue
approach with the help of a suitable table and diagram given that the producer can sell
more output by lowering the price.

Ans Hint:

Explain the conditions of producer’s equilibrium using Marginal cost - Marginal Revenue
approach with the help of a suitable table and diagram. Given that the producer can sell
more output without lowering the price.

Ans Hint: The market condition in which the producer can sell more output without
lowering the price is a Perfect Competitive market. Refer to Producer’s Equilibrium
given in Gist of lesson.

Differentiate between extension of supply and increase in supply. Use appropriate
diagrams.
Ans Hint: Refer Distinguish between Extension of supply and increase in supply

KVS ZIET MYSORE




6. Explain the effect of the following factors on supply of a commodity
a. Increase in Taxes b. Fall in price of the commodity
Ans Hint: (a) Increase in Taxes leads to Decrease in supply. Refer to decrease in supply
for detailed answer.

(b) Fall price of the commodity leads to Contraction in supply Refer to
Contraction in supply for detailed answer.

Price elasticity of supply of a commodity is affected by many factors. Explain any three
factors that can influence price elasticity of supply.

Ans: The price elasticity of supply measures how responsive the quantity supplied of a
good or service is to changes in its price. Several factors can influence the price elasticity

of supply:

Time Horizon: The elasticity of supply often varies depending on the time available for
producers to adjust their production levels. In the short run, many factors of production
(like factories, machinery, and skilled labor) are fixed, so supply may be relatively
inelastic because producers cannot easily increase or decrease output. In the long run,
firms can adjust their production capacities more freely, making supply more elastic.

Availability of Inputs: The elasticity of supply also depends on the availability of inputs
required for production. If inputs are readily available and can be easily obtained at stable
prices, supply tends to be more elastic. Conversely, if inputs are scarce or their prices
fluctuate significantly, supply may be less elastic.

Production Flexibility: This refers to how easily production can be adjusted in response
to changes in price. Industries or firms with high production flexibility (such as those
with versatile machinery or readily available alternative production methods) tend to
have more elastic supplies. On the other hand, industries with specialized equipment or
processes may find it harder to adjust production quickly, resulting in less elastic supply.

. What do you mean by the term supply? Discuss the law of supply with the help of a
schedule and curve
Ans Hint: Include meaning of supply, statement of law of supply, supply schedule and
supply curve

Law of supply assumes that the factors affecting supply remain unchanged. Which are the
factors other than price that can affect supply of a commodity.
Ans Hint: Refer determinants of supply for detailed answer.
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10. Define price elasticity of supply. Draw diagrams to show the following degrees of

elasticity of supply
a. ES>1 b.ES<1 c,ES=1

Ans Hint: Refer degrees of Price Elasticity of Supply.
ES > 1 Elastic supply; meaning and diagram
ES < 1 Inelastic supply: meaning and diagram

ES = 1 Unitary elastic supply: meaning and diagram

CASE BASED QUESTIONS
I. Read the following news article and answer the questions that follow.
CNG, piped cooking gas price hiked in Mumbai on rise in input costs

After Delhi, CNG price in Mumbai has been hiked by Rs 1.50 per kg and the rate of cooking gas
piped to houses by Re 1 due to rise in input costs. Mahanagar Gas Ltd, which retails CNG to
automobiles and piped natural gas to households for cooking purposes in Mumbai and
surrounding cities, said the increased prices will come into effect from the intervening night of

July 8 and 9. "To meet the increasing volume of CNG and domestic piped natural gas (PNG)
segments and due to further shortfall in domestic gas allocation, MGL is sourcing additional
market priced natural gas (imported LNG) which has resulted in higher gas cost," the firm said in
a statement. (Source: Business Standard E paper Jul 08 2024)

1. Show diagrammatically the effect of “Rise in input prices” on the supply of CNG and
PNG

2. Government decides to reduce taxes on import of CNG & PNG. Explain how will it affect
supply of a commodity? Use diagram

Ans Hint 1: Rise in input prices results in decrease in supply. Refer to decrease in supply
for detailed answer

Ans Hint 2: reduction in taxes will result in increase in supply. Refer to increase in supply
for detailed answer

I1. Read the following news article and answer the questions that follow

NIZAMABAD: A recent spike in the retail cost of rice has people, especially residents of
northern Telangana districts, worried as they are spending an extra Rs 400 to Rs 600 per 25-kg
bag. As per average estimates, the price of a kilogram of regular-use rice has increased from Rs
36 to Rs 52, touching Rs 66 per kg in supermarkets and retail markets, based on the variety. A
dry spell in the Krishna basin and Nalgonda district was cited, alongside exports of a fine variety

KVS ZIET MYSORE




of paddy from Nizamabad, Kamareddy, Nirmal and Jagtial to Karnataka, Tamil Nadu and other
states, for the sudden price rise

Source: https://www.deccanchronicle.com/nation/in-other-news/rice-price-hike-has-public-
worried-881053

1. Due to rise in the prices of rice 336 to I52, supply of rice has increased from 120 kg to 150 kg.
Calculate the price elasticity of supply.

2. Show diagrammatically the effect of price rise on supply of rice.

Ans 1: To calculate the price elasticity of supply (PES), we use the formula:
ES=% change in quantity supplied / % change in price
First, calculate the percentage change in price %AP

%AP=P1-P2  x100% = 52-36 x100%= 44.44%

P1 36

%AQ = Q2 — Q1 x100% = 150 — 120 x100% = 25%
Q1 120
PES=%AP = 25% =0.563
%AQ = 44%

supply of rice is relatively inelastic in response to changes in price

Ans Hint 2: The effect of price rise on supply is termed as Extension in supply. Refer extension
in supply for detailed answer.
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UNIT 7: PERFECT CPMPETITION-PRICE DETERMINATION AND SIMPLE
APPLICATIONS

FORMS OF MARKET AND PRICE DETERMINATION UNDER
PERFECT COMPETITION WITH SIMPLE APPLICATIONS

FORMS OF MARKET

Market refers to all such systems or arrangements that bring the buyers and sellers in contact
with each other to effect purchase and sale of the commodity.

The following are the essential requirements of a market:

Area: It doesn’t mean a particular place, it can be a point of contact between buyers and
sellers.

Buyers and sellers: Buyers and sellers should be in contact with each other.

Commodity: For the existence of a market, there must be a commodity which will be sold
and purchased.

Competition: Existence of competition among buyers and sellers is also an essential
condition, otherwise different prices may be charged for the same commodity.

Perfect Competition: - It refers to the market situation in which there are large no of

buyers and sellers of homogenous product. Price is determined by the industry and only one

price prevails in the market. Example — Agricultural Product Market.

Features of Perfect Competition

1. VERY LARGE NO OF BUYERS AND SELLERS —
1) As there are large number of sellers’ individual seller cannot influence market
supply or price. Similarly one buyer cannot affect market demand or price.
i1) Firms become price takers as they have to accept the equilibrium price that market
demand & supply decide. So market or industry is price maker.
ii1) Due to large number of buyers firm can sell any amount of good at equilibrium
price. Hence they have perfectly elastic, horizontal Average Revenue (AR) curve.
2. HOMOGENEOUS PRODUCT —

Perfect competition market has homogenous goods which are same in shape, size, colour,
price etc.

1) Soitis easy for new firms to enter into and exit from the market.
i1) There is no selling cost as there is no need for advertising the good.
111) It ensures uniform price in the market

. FREE ENTRY AND EXIT — Every seller has the freedom to enter or exit the
industry. Therefore, no artificial and natural barriers for entry of new firms and exit of
existing firms. It ensures absence of abnormal profits and abnormal losses in the long
run.
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PERFECT KNOWLEDGE - Buyers as well as sellers have complete knowledge of
the product. So that no firm in a position to charge a different price and no buyer will
pay a higher price. As a result, a uniform price prevails in the market.
PERFECT MOBILITY OF FACTORS OF PRODUCTION - There is no
geographical or occupational r restriction on their movement. The factors are free to
move to the industry in which they get the best price.

. ABSENCE OF SELLING COST - No advertisement or selling cost is involved
because of homogeneous product and perfect knowledge amongst buyers and sellers,

. ABSENCE OF TRANSPORTATION COST - No transportation cost is involved in
market because sellers and buyers have the perfect knowledge about the market.

Firm under perfect competition is a price taker not a price maker.

A firm under perfect competition is a price taker not a price maker because the price is
determined by the market forces of demand of supply. This price is known as equilibrium
price. All the firms in the industry have to sell their outputs at this equilibrium price. The
reason is that, number of firms under perfect competition is so large. So no firm can influence
the price by its supply. All firms produce homogeneous product.

b Industry y

Demand & Supply

Demand curve under perfect competition:

In case of perfect competition there are very large number of buyers and sellers selling a
homogeneous product at a price fixed by the market. Therefore, each firm is a price taker and
faces a perfectly elastic demand curve. (MR=AR=P)
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MULTIPLE CHOICE QUESTIONS:

1.

In case of perfect competition, price is determined at;
(a) Equilibrium price of the firm

(b) Equilibrium price of the industry

(c) Equality between MR and MC

(d) Equality between MR and AR

In a perfectly competitive market:

(a) Firm is a price maker and industry is a price taker
(b) Firm is a price taker and industry is a price maker
(c) Both are price makers

(d) Both are price takers

. Under perfect competition, the firm earns normal profit in the long- run because of:

(a) Large number of buyers and sellers
(b) Absence of selling cost

(c) Free entry and exit

(d) Homogeneous product

. How much selling costs are incurred in case of a perfect competition?

(a) Very High (b) very less (c) Negligible (d) Zero

The implication of perfect knowledge among buyers and sellers in case of perfect
competition is:

(a) Uniform cost structure of all firms

(b) Equal access of technology to each firm

(c) Uniform Profits for each firm
(d) All of the Above.

. Expenditure incurred by the producers to promote sale of their product is termed as:

(a) Explicit cost (b) Implicit cost (c) Selling cost (d) Fixed cost
The period of time, when supply is fully adjusted to change in demand is called
(a) Short period (b) Very short period (c) Mid-period (d) Long period

ASSERTION AND REASON QUESTIONS:

Read the statements — Assertion (A) and Reason (R). Choose one of the correct alternatives
given below:

Alternatives:

8.

(a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct
explanation of Assertion (A)
(b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct
explanation of Assertion (A)
(c) Assertion (A) is true but Reason (R) is false.
(d) Assertion (A) is false but Reason (R) is true
Assertion (A):There is absence of abnormal profits and abnormal losses in the long
run in case of perfect competition
Reason (R): Under perfect competition, there are no artificial and natural barriers for
entry of new firms and exit of exiting firms
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9. Assertion (A): Buyers are ready to pay different prices for the product produced by
different firms in case of Perfect Competition.
Reason(R): The product offered for sale in the market are homogeneous.

10. Assertion(A): In a perfect competition, since the firm is price taker, the demand curve
downward slopes from left to right.
Reason(R): Under perfect competition, a firm can sell any quantity at the same price.

STATEMENT BASED QUESTIONS:

Read the following statements carefully and choose the correct alternative from the
following:

Alternatives:

a) Both the statements are true.
b) Both the statements are false.
c) Statement 1 is true and Statement 2 is false
d) Statement 2 is true and Statement 1 is false

11. Statement 1: In Perfect competition selling costs are very high.
Statement2: Selling cost refers to cost of advertisement of the product.

12. Statement 1: In case of perfect competition, price is determined by a particular firm
and not by the industry.
Statement 2: Freedom of entry and exit ensures absence of abnormal profits or
abnormal losses in the long run.

. Statement 1: All the firms have different cost structure in case of perfect competition.

Statement 2: Both buyers and sellers have perfect knowledge about the product
market.

SHORT ANSWER TYPE QUESTIONS:
14. Explain any four characteristics of perfect competition market.
Ans:-
1. Large number of buyers and sellers: The number of buyers and sellers are so large

in this market that no firm can influence the price.
Homogeneous products: Products are uniform in nature. The products are perfect
substitute of each other. No seller can charge a higher price for the product.
Otherwise he will lose his customers.
Perfect knowledge: Buyers as well as sellers have complete knowledge about the
product.
Free entry and exit of firm: Under perfect competition any firm can enter or exit in
the market at any time. This ensures that the firms are neither earning abnormal
profits nor incurring abnormal losses.

15. Explain briefly why a firm under perfect competition is a price taker not a price
maker?

Ans: - A firm under perfect competition is a price taker not a price maker because the
price is determined by the market forces of demand of supply. This price is known as
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equilibrium price. All the firms in the industry have to sell their outputs at this
equilibrium price. The reason is that, number of firms under perfect competition is so
large. So no firm can influence the price by its supply. All firms produce
homogeneous product.

Y Industry

Output
Demand & Supply

. Explain the implication of the feature ‘large number of buyers and sellers’ in perfect

Competition?

Ans: - The number of buyers and sellers is very large under perfect competition
market. The number of firms selling a particular commodity is so large that an
individual seller contributes only a small part to the market supply. Thus, any increase
or decrease in supply by an individual firm hardly impacts the total market supply and
consequently, an individual firm cannot influence price of the commodity.
accordingly, like an individual firm, an individual buyer is also not able to influence
price of the commodity, only normal profits prevail in the long run.

Long answer questions:
17. Explain the implication of the following in a perfectly competitive market:
(a) Large number of buyers.
(b) Freedom of entry and exit to firms.
(c) Large number of Sellers
(d) Homogenous product.
(e) Perfect knowledge

Implication is that no individual buyer is in a position to influence the market price on
its own by changing his individual demand.

Implication is that when existing firms are making profits, new firms enter, raise the
supply of industry, bring down the market price enough for the firm to earn only
normal profit in the long run. The opposite happens if the existing firm quit the
industry.

Implication is that no single firm is in a position to influence the market price on its
own by changing its output. Thus, price remain unchanged.

Implication is that no firm can charge higher price because no buyer is willing to pay
the same. Thus market price remains the same for all firms.
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e) Implication is that buyers are fully aware of the price in the market. It implies that no
buyer is willing to pay a higher price for the product of any firm.

Multiple choice questions: Answers:
- (@)
- (b
()
. (@)
. (d)
()
. (d)
. Taker , Maker
. Perfectly elastic
Assertive and reason questions
10 (a)
11(d)
12 d)
Statement Based questions
13.(d)
14(@d)
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PRICE DETERMINATION AND SIMPLE APPLICATIONS TOOLS OF DEMAND
AND SUPPLY

Determination of Market equilibrium under Perfect Competition

PRICE DETERMINATION: - In a market price of a commodity is decided by the free
forces of demand and supply. These free forces of demand and supply act and react in such a
manner that the quantity demanded is exactly equal to quantity supplied. In this course price
is known as the equilibrium price. Intersection of market demand and market supply curves
decides the price of a product.

Market Equilibrium Under perfect competition

Equilibrium price is that price which is determined by market forces of demand and supply.
At this price both demand and supply are equal to each other. Diagrammatically it is
determined at the point where demand curve and supply curve intersect each other. At this
point price is known as equilibrium price and quantity is known as equilibrium quantity

Price (Rs.) Quantity Demand (Units) | Quantity Supply(Units)
50 10
40 20
30 30
20 40
10 50

Q\(Excess supply)” S

Market Demand & Supply

EXCESS DEMAND: - When there is Excess Demand in the market, the competition among
the buyers to purchase the required quantity. Hence, they start offering higher prices. With
rising market prices, demand contracts and supply expand. This market adjustment continues
till the market reaches equilibrium.
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EXCESS SUPPLY: - When there is Excess Supply in the market, the competition among the
sellers to dispose-of their output. Hence, they start offering lower prices. With fall in the

market prices, demand expands and supply contracts. This market adjustment continues till
the market reaches equilibrium.

EFFECT OF CHANGES IN DEMAND AND SUPPLY ON MARKET EQUILIBRIUM
CHANGE IN DEMAND
1. Increase in Demand:- In case of increase in demand and supply remain unchanged,
demand curve shift to the right

Meat kel Demniand & Supply

Increase in demand shift the demand curve from D to D1 to right leading to excess
demand E E1 at the given price OP.

There will be competition among buyers leading to rise in price.

As price rise supply starts rising (along S) demand starts falling.
These changes continue till D=S at a new equilibrium at E1
The quantity rises to OM to OM1 and price rises OP to O

Decrease in demand: In case of decrease in demand and supply remain unchanged,
demand curve shift to the left.

Market Demand & Supply
Decrease in demand shift the demand curve from D to D2 to left leading to
decrease demand E E2 at the given price OP.
There will be competition among buyers leading to fall in price.
As price falls supply starts falling (along S).
These changes continue till D=S at a new equilibrium at E2
The quantity falls to OM to OM2 and price fall OP to OP2.
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CHANGE IN SUPPLY:
1. Increase in Supply: - In case of increase in supply and demand remains unchanged,
supply curve shift to the right

Y

Market demand and supply I

Increase in supply shift the supply curve from S to S1 to right leading to excess
supply.
There will be competition among buyers leading to fall in price.
As price fall supply starts rising (along D).
These changes continue till D=S at a new equilibrium at E1°
The quantity rises to OM to OM1 and price fall OP to OP1
2. Decrease in supply: - In case of decrease in supply and demand remains unchanged,
the supply curve shifts to the leftward.

Markat damand and supely

Decrease in supply shift the supply curve from S to S2 to left leading to fall
supply E E2 at the given price OP.

There will be competition among buyers leading to increase in price.

As price increase supply starts falling (along D).

These changes continue till D=S at a new equilibrium at E2

The quantity falls to OM to OM2 and price rises OP to OP2.
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SIMULTANEOUS SHIFT (CHANGE) IN DEMAND AND SUPPLY AND MARKET
EQUILIBRIUM

1. SIMULTANEOUS INCREASE IN DEMAND AND SUPPLY
The effect of increase in both demand and supply on equilibrium price and equilibrium
quantity depends upon the following changes:
Case 1: Increases in demand = Increase in supply: -
When increase in demand is proportionately equal to increase in supply, then
equilibrium price remain same.

The new equilibrium is determined at E1, the equilibrium price remains the same but
equilibrium quantity rises from OQ to OQ1.

Case 2: Increases in demand > Increase in supply: -
When increase in demand is proportionately more than increase in supply, then
equilibrium price and equilibrium quantity both increases.

X

M M1

The new equilibrium is determined at E1,,the equilibrium price increases from OP to
OPland Equilibrium Quantity increases from OM to OMI1. Increase in price is less
than increase in quantity.
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Case 3: Increases in demand < Increase in supply: -
When increase in demand is proportionately less than increase in supply, then
equilibrium price falls and equilibrium quantity increases

The new equilibrium is determined at E1. The equilibrium price decreases from OP to
OPland Equilibrium Quantity increases from OM to OM1. Decrease in price is less
than increase in quantity.

2. SIMULTANEOUS DECREASE IN DEMAND AND SUPPLY
The effect of decrease in both demand and supply on equilibrium price and equilibrium
quantity depends upon the following changes;
Case 1: Decreases in demand = Decrease in supply: -
When decrease in demand is proportionately equal to decrease in supply, then
equilibrium price remain same.

1
1
i
I
|
I
|
I
I

Qi—Q
Quantity

The new equilibrium is determined at E1, the equilibrium price remains the same but
equilibrium quantity decreases from OQ to OQ1.

Case 2: Decreases in demand > Decrease in supply:-
When decrease in demand is proportionately more than decrease in supply, then
equilibrium price and equilibrium quantity both decreases. Decrease in price is less
than decrease in quantity.
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Case 3: Decreases in demand < Decrease in supply:-
When decrease in demand is proportionately less than decrease in supply, then
equilibrium price rises and equilibrium quantity decreases. Increase in price is less
than decrease in quantity.

SIMPLE APPLICATION TOOLS OF DEMAND AND SUPPLY

Price ceiling: Price ceiling refers to fixing the maximum price of a product at a level lower
than the equilibrium price. Often, the government fixes this price much below the equilibrium
market price so that the essential commodities are within the reach of the poorer section of
the society. In terms of demand and supply curves, price ceiling means fixing price by the
government below the equilibrium price when the equilibrium price is presumed to be too
high.

\
!

XE (Equilibrium Point)

Price (in

\E_, PRICE CEILING

(Shortage)

Q, Q,
Quantity demanded and supplied
(in units)

» Price ceiling is generally imposed by the govt. on necessary items wheat, rice,
kerosene, sugar, medicines during in times of ‘shortages’

Consequences of price ceiling;
1. Black Marketing: Black market is any market in which the commodities are sold at a
price higher than the maximum price fixed by the Government.
Rationing system: To meet the excess demand, Government may also enforce the
Rationing system.

Price floor or Minimum Support Price (MSP):

Price floor refers to the minimum price, fixed by the Government, which the producers must
be paid for their produce. When the government feels that the price fixed by the forces of
demand and supply is not remunerative form the point of view, then government fixes a price
which is more than equilibrium price. Most well-known examples of imposition of price floor
are agricultural price support programme and the minimum wage legislation. These
programmes are meant to insulate farmers and labours from income fluctuations resulting
from price variations in the free market
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Price (in 7)

Quantity dermanded and supplied
{In units)

Implications of Price floor: Buffer stock is an important tool in the hands of Government to
ensure price floor. When government set the price higher than equilibrium price, this leads to
excess supply. The government would purchase the commodity at higher price from the
farmers or producers so as to maintain buffer stock, which is to be released in case of
shortage of commodity.

MULTIPLE CHOICE QUESTIONS:
1. Equilibrium price is determined when;

(a) Market demand for a commodity is zero
(b) Market supply for a commodity is zero
(c) Market demand and Market supply are equal
(d) Market demand is either more or less than Market supply.

. When Market demand is more than Market supply, it refers to a situation of:
(a) Excess supply
(b) Excess Demand
(c) Equilibrium level
(d) None of these

refers to the minimum price, fixed by the Government, which is above the

equilibrium price.
(a) Price floor
(b) Minimum Support Price
(c) Both (a) and (b)
(d) None of these

. Equilibrium price remains the same when:
(a) Increase in demand = increase in supply
(b) Decrease in demand = Decrease in supply
(c) Increase in demand= Decrease in supply
(d) (both (a) and (b)

. Which of the following statement is correct in case of non-viable industry?
(a) Supply curve lies above Demand curve.
(b) Supply curve lies below demand curve
(c) Supply curve and Demand curve intersect each other
(d) Supply curve coincide with Demand curve.
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. Equilibrium price falls and equilibrium quantity rises when:
(a) Decrease in Demand<Decrease in supply
(b) Increase in Demand = Increase in supply
(c) Decrease in demand <increase in supply
(d) Decrease in demand=Increase in supply.

. What will be the effect on equilibrium price and equilibrium quantity when income
increases in case of normal goods?
(a) Both equilibrium price and quantity falls
(b) Both equilibrium price and quantity rise
(c) Equilibrium price rises and equilibrium quantity falls
(d) Equilibrium price falls and equilibrium quantity rises.

. Which of the following situation does not lead to an increase in equilibrium price?
(a) An increase in demand without any change in supply.
(b) A decrease in supply accompanied by proportionately equal increase in demand.
(c) A decrease in supply without a change in demand.
(d) An increase in supply accompanied by proportionately equal decrease in supply.
The following diagram depicts the situation of:

/.

‘E (Equilibrium Point)

Price (in 2)

Q,
Quantity demanded and supplied
{in units)

(a) Excess supply
(b) Excess demand
(c) Equilibrium condition
(d) None of these.
. The individual demand and supply functions of a product are given as: Dx=10-2Px
Sx =20+2Px, where Px stands for price and Dx and Sx respectively stands for quantity
demanded and supplied. If there are 4000 consumers and 1000 firms in the market,
then equilibrium price will be:
(a) Rs. 4 (b) Rs.4.25 (c)Rs.3 (d)Rs.5
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11. Government has fixed the price as OP1, while the equilibrium price is OP as seen in
the diagram.

s
B/
N 'S'-JFF'I'U"'}'"
—‘—\E Equlllbrlum Point)

/\

QI Qi
Quantity demanded and supplied
{In units)

Price {in 7)

The price fixed by the Government is known as:

(a) Price floor  (b)Minimum support Price (c)Price ceiling (d) Bothe (a) and (b)
12. In a commodity market, excess demand exists when:

(a) Market price is greater than equilibrium price

(b) Equilibrium price is greater than market price

(c) Equilibrium price is not equal to market price

(d) Government fixes the price.

ASSERTION AND REASON QUESTIONS:
Read the statements — Assertion (A) and Reason (R). Choose one of the correct alternatives
given below:
Alternatives:
(a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct
explanation of Assertion (A)
(b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct
explanation of Assertion (A)
(c) Assertion (A) is true but Reason (R) is false.
(d) Assertion (A) is false but Reason (R) is true
. Assertion (A): Price ceiling is generally imposed on essential items and is fixed
below the market determined price,
Reason (R): The reason is that equilibrium price is too high for the common people to
afford.
. Assertion (A): Minimum wage legislation is an example of imposition of Price
ceiling.
Reason (R): Under Minimum Wage Legislation, minimum wages are set above the
equilibrium wage level by the Government.
. Assertion (A): when supply is perfectly elastic, then change in demand does not
affect the equilibrium price.
Reason (R): When demand is perfectly inelastic, then change in supply does not
affect the equilibrium quantity.
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16. Assertion (A): Price floor refers to the minimum price, fixed by the Government,
which is above equilibrium price
Reason (R): The need for price floor arises when government finds that equilibrium
price is too low for the producers.

17. Assertion (A): To meet excess demand, government may also enforce the Rationing
System.
Reason (R): Rationing is a system adopted by the government to sell the minimum
quota of essential commodities at a price more than equilibrium price.

Statement Based Questions:
Read the following statements carefully and choose the correct alternative from the
following:
Alternatives:
(a) Both the statements are true.
(b) Both the statements are false.
(c) Statement 1 is true and Statement 2 is false
(d) Statement 2 is true and Statement 1 is false.
. Statementl: In case of viable Industry supply curve and demand curve intersect each
other in the positive axes.
Statement2: In case of a non -viable industry, supply curve always lies above demand
curve.
. Statement1: Price floor is also known as support price which is normally fixed below
the equilibrium price to protect the producers.
Statement2: Price ceiling is the Government fixed price, which is normally above the
equilibrium price.
. Statement1: When increase in demand is proportionately equal to decrease in supply,
then equilibrium price rises.
Statement2: When decrease in demand is proportionately equal to increase in supply,
then equilibrium price falls.
. Statementl: When quantity demanded is more than quantity supplied at the
prevailing market price is referred as excess supply
Statement2: When quantity supplied is more than quantity demanded at the
prevailing market price is referred as excess demand.
. Statementl: If both demand and supply increase simultaneously at the same
proportion. Then equilibrium price remains the same.
Statement2: Equilibrium price and equilibrium quantity remain same even with
increase or decrease in demand in case of perfectly elastic supply.
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CASE BASED QUESTIONS:
Read, the following passage carefully and answer the questions numbers 31-34 on the basis
of the same.
Government plays an important role in controlling the prices of essential commodities
(wheat, sugar, kerosene etc.) when the equilibrium price determined by free play of demand
and supply is too high for the poor people, then government imposes price ceiling. It refers to
fixing the maximum price of a commodity at a level lower than the equilibrium price. It is
generally imposed on essential items and is fixed below the equilibrium price or market
determined price.
Government also intervenes in the process of price determination through price floor. It refers
to minimum price (above the equilibrium price), fixed by the government, which the
producers must be paid for their produce. When government feels that the price fixed by the
forces of demand and supply is not remunerative from the producer’s point of view, then it
fixes a price above the equilibrium price is known as price floor.
23. Price floor is the price fixed by the government, which is:
(a) Equal to equilibrium price
(b) Below the equilibrium price
(c) Above the equilibrium price
(d) None of these.
24. Out of ‘price floor and price ceiling’” which concept is used by the government to
control the prices of essential commodities?
25. In the recent Government budget, government has made an announcement to increase
the Minimum Support Price (MSP) of Rubber from Rs.150/per kg to Rs.200/ per kg.
What will be the direct effect on supply of rubber in the country?
(a) Supply increases
(b) Supply decreases
(¢) Supply remains unchanged
(d) None of these
26. What will be the important tool in the hands of Government to ensure price floor?

SHORT ANSWER TYPE QUESTIONS:
27. Explain the process of price determination under perfect competition with the help of
schedule and a diagram.
Ans:-
Equilibrium price is that price which is determined by market forces of demand and
supply. At this price both demand and supply are equal to each other. Diagrammatically it
is determined at the point where demand curve and supply curve intersect each other. At
this point price is known as equilibrium price and quantity is known as equilibrium
quantity.
Price Quantity Quantity Remarks
(Rs.) Demand Supply (Units)
(Units)
50 10 Excess Demand
40 20 Excess Demand
30 30 Equilibrium
20 40 Excess Supply
10 50 Excess Supply
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B (Excess supply)” S

0 10 20 30 40
Market Demand & Supply

28. Market for a good is in equilibrium. There is increase in demand for the goods.
Explain the chain effect of this change.
Ans.
Y

W

Mkt. D & Sup.
Increase in demand shift the demand curve from D to D1 to right leading to

excess demand E E1 at the given price OP.

There will be competition among buyers leading to rise in price.
As price rise supply starts rising (along S) demand starts falling.
These changes continue till D=S at a new equilibrium at E1

The quantity rises to OM to OM1 and price rises OP to OP1

29. Suppose the demand and supply curves of a commodity X are given by the following
two equations simultaneously.

Qd=200-P Qs=50+2P

a) Find the equilibrium price and equilibrium quantity.

b) Suppose, due to change in prices of factors producing commodity, the new
supply curve is given by Qs’=80+2P, find the new equilibrium price and
quantity?

Ans:

(a) As we know that Market is in equilibrium
Qd=Qs
200-P= 50+2P
(-) 3P=(-)150
Therefore, equilibrium price = 50 and equilibrium quantity =200-50 = 150
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(b) Under new price market is in equilibrium  Qd=Qs’
200-P= 80+2P
(-)3P=(-)120 P=40 quantity =200-40=160
30. Show with the help of diagram the effect on equilibrium price and quantity when
supply is perfectly inelastic and demand increases and decreases?

MR8 Sue,
When supply is perfectly inelastic and demand increases. Demand curve shift to
towards right. The new demand curve D1 intersects the supply curve at point E1.

Result: Price increases from OP to OP1 and quantity demand remains unchanged.

5

0
JELDE Sup.

When supply is perfectly inelastic and demand decreases. Demand curve shift to
towards left. The new demand curve D1 intersects the supply curve at point E1.

Result: Price decreases from OP to OP1 and quantity demand remains unchanged
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31. Market for a good is in equilibrium. There is simultaneous decrease both in demand
and supply but there is no change in price. Explain how it is possible. Use schedule.
Ans: A simultaneous decrease in both demand and supply may not influence the
market price. This can be illustrated with the help of following schedule.

Price(Rs) | Qty demanded | Qty. Supplied New Qty. New Qty.
(Kg) (Kg) Demanded(kg) | Supplied (Kg)
100 20 50 10
80 40 40 20
60 60 30 30
40 80 20 40
20 100 10 50

Above schedule, it is clear that at price Rs.3, the market demand is equal to market
supply of 60 Units. Hence at Rs. 3, the market is in equilibrium. For market price to
remain unchanged. decrease in demand should be exactly equal to decrease in supply.

. There are 1000 identical individual buyers in the market for commodity X, each with
demand function as Qdx=12 -2Px and 100 identical producers each with supply
function as Qsx = 20Px.

(a) Find the market demand function and market supply function of commodity X

(b) Calculate equilibrium price and equilibrium quantity.

(c) Suppose the Government decided to collect a tax of Rs,2/ unit sold from each of
100 sellers. What effect this will have on the equilibrium price and equilibrium
quantity.

Ans.

(a) Market demand function =1000(12 — 2Px) = 12000 — 2000Px.

Market supply function = 100(20Px) = 2000Px

(b) At market equilibrium, MDx =MSx =12000-2000Px =2000Px)
Px = Rs.3/

Putting the equilibrium price Rs 3/ market demand function
12000-2000 x 3 = 6000 units.

(c) When tax of Rs 2/ unit is collected from each seller, then new equilibrium price
becomes Px -2
New market supply function is = 2000(px — 2) = 2000Px — 4000
Equilibrium means 12000 — 2000Px = 2000Px — 4000
New price Rs.4/.

Putting the new price in demand function=12000-2000 x4= 4000units

The new equilibrium price Rs 4/ and new equilibrium quantity 4000units

Thus, equilibrium price increases equilibrium quantity falls due to new tax.
. Do you agree with the view that buffer stock is a tool of price floor?

Ans:

It is true that buffer stock is an important tool of price floor. Price floor is the

minimum price fixed by the government for sale of a commodity in the market. Often

this is higher than the equilibrium price. Generally, it is done in case of agriculture
goods with a view to support of farmers. However, floor price is often supplemented
with the Support Price Policy. This implies that the Government will buy the surplus
stock of the farmers in case they fail to sell it in the open market. By buying the
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surplus stock of farmers, the Government creates buffer stock. Thus, buffer stock is a
tool of price floor.

. Farmers may suffer a loss even when there is a good Harvest. Does your supply-
demand analysis answer to this paradox?
Ans:
Due to poverty or immediate need of cash farmers are often driven to a distressed sale
of their produce. Accordingly good harvest often leads to excess supply in the market.
This causes a price-crash. The price may fall to such an extent that the total revenue of
the farmer decreases even when his output is more than before.

Long answer questions:

35. Equilibrium price may or may not change with shifts in both demand and supply
curve. Comment.

Ans: - There can be 3 situations of a simultaneous right wards shift of supply curve
and demand curve.

1)  When demand increases more than supply, then equilibrium price and equilibrium
quantity both will increase.

X

When increase in demand is more than increase in supply, price increases from OP
to OP1. Quantity increases from OM to OM1. Increase in price is less than
increase in quantity.

i1) When demand increases less than supply, then equilibrium price will fall but
equilibrium quantity will rise.
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Mkt . & Sun.

When supply increases more than demand, then equilibrium price falls from OP to
OPI1 and equilibrium quantity increases from OM to OMI. Decrease in price is
less than increase in quantity.

ii1) When demand and supply increase simultaneously at the same proportion, then
equilibrium price remains same only equilibrium quantity increases.

Q
Mkt D & Sup

When increase in demand is equal to increase in supply, then equilibrium price
remains unchanged at OP. Equilibrium Quantity increases from OQ to OQ]1.

ANSWERS:

10(c)
2(b) 11(c)
3(c) 12(a)
4(d) 13.Price ceiling
5(a) 14.Buffer stock
6(c) 15.Sellers
7(b) 16.2, 46
8(d) 17.falls and rises
9(b) 18. Minimum Support Price.

KVS ZIET MYSORE




19.Black marketing
20. Rises and falls
21(a)

22(d)

23(b)

24 (a)

25(¢)
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27(b)

28(a)

29(b)

30 (¢)

31(c)

32 price ceiling
33(a)

34. Buffer stocks.
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GENERAL INSTRUCTIONS:
1. This question paper contains two sections:
Section A — Statistics
Section B — Micro Economics
2. This paper contains 20 Multiple Choice Questions type questions of 1 mark each.
3. This paper contains 4 Short Answer type questions of 3 marks each to be answered in
60 to 80 words.
4. This paper contains 6 Short Answer type questions of 4 marks each to be answered in
80 to 100 words.
5. This paper contains 4 Long Answer type questions of 6 marks each to be answered in
100 to 150 words.
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SECTION A- STATISTICS MARKS

Which of the following is a Non-economic Activity? 1
(a) Conductor selling tickets in the bus

(b) Teacher teaching his own child

(c) Chef cooking food at a hotel

(d) Doctor attending to a patient at his Clinic.
Fafafed & 9 39 o R-effes mfafafy g7

(3) S H feepe ST aren hsae

@) 30 S DI UG ara Rigd

@) Bred & THT I arel [

& 30 faafe d I &1 AT B a1 Siaex

When we want to classify the data in numerical terms, which method of classification
of data is used?

(a)Qualitative classification

(b) Quantitative classification

(c) Chronological classification

(d) Conditional classification
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ﬂ'@?wﬁ@maﬁmmﬁ$mcﬁd 1 STl FIfe0T BT axidh! Ugad T
IR

(3) TOMHD T BRI

(@) THATHD TB]

& Pprererdt guffesor

@ zrdfei= oo

Which of the following is not a characteristic of the mean?
(a) It is affected by extreme scores.
(b) It is best used with ordinal data.
(c) It minimizes the sum of squared deviations.
(d) The sum of the deviations about the mean is 0.
or
The of a sample is the middle value when the data are arranged in
ascending or
descending rank order.
(a) Mode
(b) Mean
(c) Median
(d) Range

Frafafed o 3 w1 &) SH- fo=ivar a8t 781 82

T 39 3IfH WHRI F yHifad fpar smar gl

§. 39 gardH die A hHIGIT Sl & U IYTNT fha1 ST g
. g aiffepelt & arifepzor &) Tefen Hrar B

S 719 & IR T Y 8 GU SfUdTa) BT R 5|
q
I T 3ich D) HEd © od Sl DI RIS TT e A H oraiyd

Identify the diagram:
3R ! Ugd

Yoy op o8 8 9 3 8@

Coliogon ¥ Cologe8

a) Multiple bar diagram b) Compound bar diagram
c¢) Sub-divided bar diagram d) Percentage bar diagram
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Q) HeelUd IR SIEITH §l) HUSS IR SUH
) Iu-faviford TR 3 ) Ufaerd IR 3T

If Correlation coefficient y xy = Zero , then variable X and Y are:

(a) Linearly related (b) Not linearly related
(¢ ) Independent (d) All of the above
Ife YeuaY b y xy = LTI &, MWW X AR Y &

@ IEF = ¥ Feifdd (@i YR FU F eifed gt
GDRSRE] S SRIed g4t

Read the statements carefully and choose the correct alternative among those given
below;

Statement 1: In case of perfect positive correlation, the degree of correlation lies
between +0.75 and +1

Statement 2: When the degree of correlation of two series is very small, it is called
low degree of correlation

Alternatives:

(a) Both the statements are True

(b) Both the statements are False

(c) Statement 1 is True and Statement 2 is False

(d) Statement 2 is True and Statement 1 is False

3P T U 3R fou T fawedt & ¥ W&l fawey ;
FHYT 1: I0 GHRIAS Taef B R H, F&e &1 AT +0.75 F +1 & & gial g
HYF 2: 919 & Y@ISl BT Y Igd HH 11 &, 1 39 HH JaiY B! U BT A 5|

(30) AT Y TE &
(@) G HYT TAd &
&h HYT 1 et § 3R HYT 2 TAd §
@ PYT 2 et § 3R HY 1 7TAd §

While computing median in a continuous series, the following formula is used
n/2—cf
M = 31 —+ > C . l
f In the given formula, “ represents
a. Lower limit of the median class
b. Class interval of the median class
c. Upper limit of the median class

d. None of these

TS gad §@a § AT o1 TUET B0 99, Refifed 3= &1 Iugi fear S g,
n/2—cf
M =1, +

77 Rumgdefrmd

a) AT 97 B el I
b) BT a¥f BT ol SaRTet
o) HifeyesT af Bt SHut AT
d) $TH A Bls ol

Read the following statements — Assertion (A) and Reason (R). Choose one of the
correct alternatives given below:
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Assertion (A): Price of a commodity and its quantity demanded is negatively
correlated.

Reason (R): The correlation is negative when variable move in opposite
directions

a) Both Assertion (A) and Reason(R) are true and Reason (R) is the correct
explanation of Assertion (A).

b) Both Assertion (A) and Reason(R) are true and Reason (R) is not the correct
explanation of Assertion (A).

c) Assertion (A) is true but Reason(R) is false

d) Assertion (A) is false but Reason (R) is true

ﬁgﬁf@ﬂaﬁuﬂ‘fﬁﬁ-aﬁ\wm (A) 3R BRUT (R) | 7 faT U 981 fopedi & 9 T

EQE

HTFHU (A): et avg B BT 3R IUD! AN B T3 HET H THRIAD YaY gl g |

PR (R): 9§ =R [AuRid fexmsit & Iad € af ggdey THRIHAD sidl &

a) AHHYT (A) 3R BRI (R) I T & 3R BRUT (R) HBUT (A) FI Tg! AT 8

%) SHBHYT (A) 3R BRI (R) SHI T g 3R BRI (R) ATHBUT (A) DI Tgt ARST T8l
|

<) UUBYT (A) I g AfhT RUI (R) 3T §

d) SUBYT (A) 3T g dAfbT BRUI (R) I §

Read the following statements — Assertion (A) and Reason (R). Choose one of the
correct alternatives given below:

Assertion (A): Non- sampling errors are more serious than sampling error.
Reason (R): Non — sampling error can be minimized by taking larger sample.

a) Both Assertion (A) and Reason(R) are true and Reason (R) is the correct
explanation of Assertion (A).

b) Both Assertion (A) and Reason(R) are true and Reason (R) is not the correct
explanation of Assertion (A).

c) Assertion (A) is true but Reason(R) is false

d) Assertion (A) is false but Reason (R) is true.

e @l o Ug - i (A) 3R BRI (R) | 7 3T 7TC O& fadwen & 9 &

-
BT (A): TR-TAT Ffeat T Ffe | 31t MR g1 HRuT
(R): FST T €1qo<%'<'—-111;1| I B HH a1 51 T B

a) 3fHBYT (A) 3R BRI (R) T I & 3R RO (R) UG (A) BT Tg! WA g
b) 3MHBHUT (A) 3R BRU (R) T T & 3R HRUT (R) AHBYT (A) BT ! TSHR0T
Tei g lc) HBHYT (A) T § Afhd PRI (R) 3T §

d) 3MfHHYT (A) 3T g A BRI (R) T B

Base year is also known as :

(a) Current Year (b) Reference Year
(c) both (a) and (b) (d) Periodic Year
3TUR TN I

(a) AT TH (b) HgH auf

(c) (a) 3R (b) I (d) 3frafeie I

Read the following text carefully and answer question given below.
We frequently see index numbers, such as the Consumer Price Index (CPI), in our
daily life. Economists often use the index numbers to compare values measured at
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different points in time. Using an index can make quick comparisons easy. The index
numbers have become a widely accepted statistical device for measuring business
activity changes. A typical use of the index number technique in business is to
summarize complex situations, with a single performance index so that a dashboard
(or report) would have enough space to show all CPIs. An index number is used to
measure changes in the magnitude of a variable or group of variables regarding time,
geographical location, or other characteristics such as profession. I'T professionals who
need to analyse economic and business activities, but have limited experience in
statistics, want to learn how to construct and interpret performance indexes. Index
numbers are also not free from criticism as its base year and commodity selection
requires a lot of attention and expert attention.

fFrafeed ure @ & A U $fR i fay T8 U &1 SR &) .

B 30 2 Siiae H S{eR UL Hed JIbid (CPI) S Jerebich TeATE 3&d & |
SRR SRR THT & fafid fogsif R A 7T gt &1 ga o= & ol q@dhis
AT BT SUTNT R & | GBI BT SUTANT B @iRd a1 BHRAT 3 &l Tl g
JAH S AT ATGHAS Tfafd TRIcH! B HT0 & I8 T SATd® =0 § Wiphd
iR FUBRUI § 715 ¢ | TG H YAbich T ddb-1dh PI U [ARIY SUINT wifed
U &1 T Tohd TeRi Yadie & A1y IRIRIG &A1 § difd sxers @ Rard) &
Tt CpI faam & e ot R 81 | Yerdhics TReAT &1 SUANT THd, Hiferd R a1 U=y
SR 3 faRiwdrael & Tee § TR a1 TR & JHE & TRATr & uRdd= &) A & fore fasan
STl B 1 3t ORI RO 3iififep STk sarerentyes wifafafera o1 faetsr e it
ST 8, T+ Hifeeh! & WA 3wd 8, 9 Ye=i Yaics 7 fnfor ik srem
B e A1ed § | Jadhics Tead o Sfaie T ¥ Yad H@?%mﬂ%sﬂ%&nwaﬁsﬁ?
g T & foQ 55 i e iR fa=vg & o sawadar gl |

What is an index number? What are the uses of Index Numbers?

TIhich TS T &7 Teohich T3 & o SUANT &7

The construction of questionnaire is a specific art. The framing of questions and
overall drafting of a questionnaire have strong bearing upon the quality of the
questionnaire. Explain the principles that should be followed while drafting the
questionnaire.

OR
What makes Census method more suitable than sample survey method, in Population
Census?

gyTact o1 0o U fAfRie Far g1 weil &1 FEior 3iR UyTae o1 99y URSUUT yraa
W TOIGHT TR TTERT YIS STl & | 3 Rigidl &1 sare & fSHebT usiaelt TR &vd
JqY ure foar ST =rfgu |

q
SRS SUMAT B SFRTUMT UG 1 THAT Gaefvl Ugfd I 31 Sued o1 ST 82

Find AM from the following data.

ﬁg%@amﬁwsrﬁrﬁﬁm

100-200 200-300 300-400 400-500 500-600

F 10 18 12 20 40

a) Define diagrammatic presentation of data.

b) What kind of diagrams are more effective in representing the following?
(a) Monthly rainfall in a year

(b) Composition of the population of Delhi by religion
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(c) Components of cost in a factory

) Sfichsl B R Ufd BT R B

@) FafiRad o1 g3 7 69 TeR & om@ sifie qurdt &2
() Th Y H AR aui

(@) 4o & SR faeeht B ST B WD

(TT) T HREM H ANTd & Uch

Compute Mode Graphically.
YIfthe =Y | TUHET HIS.

Age 0-10

No of 2
person

Or
Construct a frequency curve with help of Histogram.

e IUTH & Werdl 4 Ue SRl 9sh &1 0 $1 |

Profit (Rs | 0-20 20-40 40-60
lakh)

Firm A 10 20 40

a) Define Median and Mode
b) Find the Median from the following.

a) HITEeT 3R HIS DI URHINT B
b) FafciRad & & Arfeden I1d B3

X 0-10 10-20 20-40 40-60 60-80

F 8 10 22 25 10 5

Calculate Spearman’s Rank Correlation Coefficient from the following data

fgfiied Se1 9 WiRE Y& Tgda Ui 3! 0T H

Applicant A B [C D E F G H I

J Reasoning | 35 90|70 |40 95 45 60 85 80
Test

Aptitude 45 70 | 65 30 90 40 50 75 85
Test

OR
Calculate the coefficient of Correlation for the following data.

o siies! & oy Tgdsy ol &1 0T S|
X 22 15 20 22 24

Y 6 8 10 12 14

SECTION B- MICRO ECONOMICS

Darshit is working at a salary of 370,000 per month. He receives two job offers:
a. To work as an accountant at a salary of ¥60,000 per month
b. To work as a sales manager at a salary of 350,000 per month.
In the given case, his opportunity cost will be:
a) 350,000 b) 360,000 ¢) 370,000 d) X1,30,000
or
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The government of India decided to produce 1,000 million quintals of wheat this year.
The decision regarding quantity of production is a part of which central problem of the
economy?

(a) What to produce

(b) How to produce

(c) For whom to produce

(d) None of these

2ffd 270,000 U AT & Jd9 TR HTH B | 21 I < b1 &b UaTd ferd &
a. ¥60,000 Ufd ATE & ddd R 3fBIEdcc & 20 H HIH Bl
b. 50,000 Ufd HIE & Idd TR I AoR & &Y H HTH BT

feu T AT §, IHD! S(TR AN BH:

a) 50,000 b) 60,000 ¢ 70,000 d) £1,30,000

a1
YR IRBR A 39 ay 1,000 fAfera fdea g &1 I o3 &1 FAufg foran g1 IdreA
& AT & IR H fAufg srfaraw ot fow daia THw & few g2

(a) FIT IATGT BT §
(b) P IUTE BT
(c) fPaed forw SaeT BT g
(d) d) 3TH A PIg &l

In case of perfect competition, a firm is in equilibrium when:
(a) MC = MR
(b) MC cuts MR from below
(c) MC is rising when it cuts MR
(d) All of these

quf wfaeyt & AT §, T B 9gad | gl g o
(@) MC = MR
(b) MC 9 & MR & Bledl g
(c) MC ¢ TgT 8 S8 I8 MR & Hledl §
(d) It

From the set of change in supply given in column I and corresponding relevant term
given in column II, choose the correct pair of statement.

Hiad | § fou 7 3myfe o ulada & de iR Siaw 11 7 fou MU Tird uRifie T 9,
YAl DI Tl Al gH |

Column I Column I1

Supply increases due to rise in | i Contraction in supply
price
Supply decreases due to fall 1i Decrease in supply
in price
Supply increases due to fall in | iii Increase in supply
price of substitutes
Supply decreases due to fall i Expansion in supply
in price of complementary
o00d
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(a)A—ib)B—iic)Ciid)D - iv

Consumer equilibrium in case of two commodities(say X and Y) is struck when:
(a) MUx/Px= MUm (b)MUx/Px>MUy/Py
(c) MUx/Px = MUy/Py = Mum (d))MUx/Px

3 Fgaf (@ o X 3R v) & ArHe & IqHie Aqa a9 RATUd gidT § o
(@) MUx/Px= MUm (b)MUx/Px>MUy/Py
(c) MUx/Px = MUy/Py = Mum (d)MUx/Px

Read the following statements carefully and choose the correct alternative
from the following

Statement 1: Under perfect competition firm is a price taker.
Statement 2: In the perfectly competitive market MR is less than AR.
(a) Statement 1 is true and statement 2 is false.

(b) Statement 1 is false and statement 2 is true.

(c) Both statements 1 and 2 are true

(d) Both statements 1 and 2 are false

fafafed Hu & eagEe® ue SR Fafafed & 3 98 fawe I |
HYT 1: IU1 Uil & dgd HH HIAd o arel gidt gl

HY 2: 01 ufaeaell SoR & MR, AR ¥ HH AT 5 |

(a) PYT 1 T g 3R HYT 2 3T 5

(b) BYT 1 3T & MR HYT 2 I &

(€) YT 1 3R 2 T I &

(d) BYT 1 3R 2 ST 3T §

A balloon seller has decided that he will sell all his balloon at a fixed price of X. 10
each. In such a case TR curve will be:

(a) Horizontal straight line parallel to the X axis

(b) Vertical Straight line parallel to the Y axis

(c) Positively sloped straight line passing from the origin

(d) Downward sloping straight line

TS TR faohdl 3 70 fvar 6 a8 srmm wft e 210 fd TeeR &1 fAfd siaa
S| U R & TR aeh g

(a) X 31& P AR Afarer e Y

(b) Y 31& & THMIAR SHearer Heft 3@

(c) ot foig ¥ oA arelt YT ol dreit Steft 3ar

(d) - B 3R gaM areit Tieft @

The Coefficient of Es of a commodity is 0.4. What percentage change in supply will
take place if its

price rises by 20%.

(a) 10% (b)-8% (c) 8% (d)-10%

Tt o &1 Es UM 0.4 § 1 TfS 3BT HIAT 20% T STl § ol 3Mgfd H fha ufa=ra
aRad grm?

(@) 10% (b) -8% (c) 8% (d) -10%

Out of the following costs, which cost can never be zero:
(a) AFCb) TFC c¢) TVC d) None of these

frafaiad anrdl & § oF I ad H 3 78T 81 g
(a) AFC b) TFC ¢) TVC d) 378 4 IS ol
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Read the following statements carefully:

Statement 1: Bundles which cost more than consumer’s money income lie outside
the budget line

Statement 2: Budget set is a narrow concept as compared to budget line

In the light of the given statements, choose the correct alternative from the following:
a) Statement 1 is true and statement 2 is false

b) Statement 1 is false and statement 2 is true

c¢) Both statements 1 and 2 are true

d) Both statements 1 and 2 are false

frafiied syl & eFyd® e

BT 1; UL BT T Y 1 AT ATt S8 Toie 1T J TR BN &

HY 2: ToTe X $I AT & golc e Th D101 GURUN g AU T HY1 & SHTeld H,
Prgfeirad § @ ad R 3

a) YT 1 T § AR HYT 2 A §

b) FYH 1 3 § AR HYH 2 I §

O PYT1 AR 2 TA

d) HF 1 3R 2 S 3 §

When at price of Rs. Sper unit of a commodity, A’s demand is for 11 units, B’s demand
is for 14 units and C’S demand is for 8 units, then market demand will be:
(a) 11 units (b) 14 units (c) 17 units (d) 33 units

9 fohrelt avg B 5 ¥ Ul IHIS B HIFd W, A I AT 11 IS DI 5, B BT AT 14
STl B § 3R C B AT 8 SHIEAT Bl ¢, A TSR AR
(2) 11 3PTSAT  (b) 14FPI9AT () 17 3PIRAT_ (d) 33 31T

“Is a firm under perfect competition a price taker, or a price maker?” Justify your
answer.

OR
Market for a good is in equilibrium. There is an increase in demand for these goods.
Explain the chain of effects of this change.

o7 quf ufergef & sidifd te Hu-t e WieR® gt 8, a1 Jeo fufdre e 3R
Faffa Fifor

T
fordt a%g T AOIR Yqa | §1 57 I &1 7R H St 81 ) 8. 39 uRadH & JHTa
DI I P TR |

Services at Ayushman Bharat— Health and Wellness Centres (AB-HWCs) are free and
universal to all individuals residing in the service area. SI. No. AB-PMJAY provides
health coverage of up to Rs 5.00 lakh per family per year to 10.74 crore poor, deprived
families as per Socio Economic Caste

Census (SECC) database.
Explain the effect of the above on the Production Possibility Curve of India.
Use appropriate diagram for explanation.

TS HRA-TRA Td R Hx) (Uall-Tasseydl) H Jard f:3[edb § aur Jar &= o
g ara gt afaaal & forg ardvifire 1 o T wet-dunsedrs g siffe
S SOMT (TOSN) STl & 3R 10.74 BRI TR, dfad URaR! &1 Ufd a8 ufd
URaR 5.00 AR FUT d BT WY HAsl U BT g |
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YR b IATGH THTGAT 96 TR IWRIGd P UHTG D1 IR BA |
TSR] & o1 IUGa R T SUIART B |

Read the following text carefully and answer question given below:

The government may decide that the equilibrium price is not high enough and is
causing social problems. For instance, the American farmer, through technology
and science, is a producer of large amounts of food products. This has, however,
not been to the farmer’s advantage. When there is a large supply and not as much
as demand, the price drops. This has been the case with American farmers, large
supplies, low demand, low prices. Low prices result in low incomes. In order to
offset this, the government has enacted price supports to raise the price of
agricultural products.

- Bob A. Rabboh, Ronald J Barton, Principles of Economics

fafoied ure & & 4 ug SR i 3T T4 0% &1 3R <
WHR g (ofa @ Tt § o g Jod T e § SR IS THansf &1 HRur
S 361 8| IGTERUI o o7y, 3miRep! foham, WeNfilet SR fmi o wiegw 9, g1 w4 #
Tl SIS} T TG ¢ | BTeliep, I8 [ & forg wrieHe el a1 81 o Smyfef
31 Bt § SR T It 1St B, Y i R o 81 sk fopart o amy oft o
B3 B, SISl 3MYfd], HH HiTT, HH BIAT | HH BIAI S URUTAEGRY HH 31 g1l 31 39
%ﬁgmﬁ%@,wﬁwwﬁaﬁaﬂuﬁm%m@wﬁaﬁrﬁuﬁﬁ
|

- 919 T Ts1, JATeS o ST, 3iiRd & Rigid

What is Maximum price Ceiling? On What type of goods is it normally imposed?
Explain its effect.(Use Diagram).

SifereraH Yo T T &7 I8 AEHI: fohd UHR & AT R T ST 87 3BT THTd
SIS | (3R BT YA ).

Read the following and answer the questions on the basis of the same: -

A consumer is an economic agent who uses goods and services for the direct
satisfaction of his / her wants. Consumer consists of institution, individuals and groups
of individuals or households. Consumer behaviour refers to the way in which
consumers spend their income. The consumer derives utility from his expenditure. The
consumer chooses his expenditures and maximums his utility with the given income
and given prices of goods and services. Consumption of goods and services leads to
satisfaction of human wants. This satisfaction is called “Utility”. Utility may be
defined as “satisfaction derived from the consumption of a commodity” or it may be
defined as “want-satisfying power of a commodity”. Total Utility (TU) It is the sum
total of utility derived from the consumption of all the units of a commodity. Marginal
Utility (MU) It refers to additional utility on account of the

consumption of an additional unit of a commodity.

a. Define Law of DMU
b. State the relationship between TU &MU.

or
A consumer consumes only two goods X and Y. At a consumption level of these two
goods, he finds that the ratio of marginal utility to price in case of X is higher than that
in case of Y. Explain the reaction of the consumer.
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T SUHTeRT 3O 31 T B g
JUHIT 3 9T J IUAGT Ut Rl 8 | SUHTT 30 T BT 999 Rl g 3R
TS 3T 3R aegaft iR Jarsff St €t 718 Sl & T U ST BT 1feHad Bl

gl
I3t SR Tarall & IUUNT & HFarg Sworell BT AP il 5| 9 Ag® &I "Iudiirar
BT ST & | IUATAT 1 bt ag & UL J e TG & =0 H ufTiRid fapa S
bl ¢ 1 39 "fohlt ag o geaT-Aaf® Wida” & =u & uRqida fan o G g
mmm%%mﬁﬂﬁm$wmﬁwmﬁmaﬂww§
Hiid IuAIRTar (Trg) I8 foddl axg &1 ifaRad So1e & SUHN & HRUT SHfdRad
IUTAA &I ehid Har gl

a. SITHY oI g gfRyTiid &<

b. & 3R THY & o9 Tay Famd|

3l
TP ITHIT Had &l GG X 3R Y BT SUYTT Il 5| 37 & aXg3M &b SUHTT TR K,
9% UTdT 8 o X & AEe § WHid SUAIRIT 3R HHd ST S0d Y & JEd § 39 S
2| SuNeT B ufdfspar Wy By

On the basis of the following diagram, answer the following questions:

fFofeiad sma & smurR W Rafeiad ugt & I v

f 3

Qutput (in units)

a) Identify the three short run cost curves and why all are U shaped?
b) Why does the distance between curve A and curve B falls with rise in output?
¢) Why does the minimum point of curve A lie the right of minimum point of curve B?

a) T4 3<UTITY AT I5h} bl UG 1o Tl STy fob gt U 3R & i 87
b) ITE H ik & TIY I A 3R ah B & oI DI gl 4\ gedl /7
¢) Ih A BT IaH g ash B & AW fig P aT3 3R T} FRyd 82

a) Define Indifference curve and Budget line.
b) Explain the following:
a. Why does Indifference convex to the origin?
b. Why does a higher indifference curve represent a higher level of
satisfaction?
or
State giving reason, whether the following statements are true or false:
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a) If a fall in price of good X leads to a rise in demand for good Y, then X and Y are
substitute goods.

b) A shift in demand curve of the given commodity may be caused by change in any
determinant of demand function

c)Demand for a good always increases with increase in income of its buyers

a) SEIIAT 956 3R Fofe W1 &1 TRYIRG HX |
b) FafaRaa & e o
a. ISR 4d fig R &1 39 gt 82
b. I ISR ah I TR B1 IgfP H1 ufaffia i o 82

qT
HRUI FadTd §U I % o1 Fufifed &3= 9 ¢ a1 sa:

gﬁmxﬁmﬁﬁwﬁmvﬁmﬁq@@?ﬂ%ﬁx 3R Y RIFTI &Y
I
b)a‘TTgaﬁamﬁTawﬁdqmqﬂW%q&H & Tt off RaRes & aRadd & sRUT!

el
¢) Tl I & AT S0 ISP WRIGRI & 319 | g & 1Y Tl §

Which of the following statements are true or false? Give valid reasons in support of
your answer.

(1) Average Revenue is always equal to Price.

(i1) A rational producer always operates in the first phase of production

(ii1) Total cost curve and Total variable cost curve are parallel to each other

fgfefad & ¥ o I HY= I I7 3 87 3104 IR S 0T H 9y SR ol |
(i) 3T JoRd A BT b SRR BT 5|

(i) TP dHETTd TG SHRI IdTET &b Ugd TRUN H HTH BT

(iii) A AN b 3R $ IR ANT b T G &b JHHIR 8§

MARKING SCHEME- SQP-1

SECTION A- STATISTICS

(b) Teacher teaching his own child

(b) Quantitative classification

(b)It is best used with ordinal data
Or
c. Median

c¢) Sub-divided bar diagram

(c ) Independent

(d) Statement 2 is True and Statement 1 is False

a. Lower limit of the median class

a) Both Assertion (A) and Reason(R) are true and Reason (R) is the correct
explanation of Assertion (A).

c) Assertion (A) is true but Reason(R) is false

(b) Reference Year
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An index number is a statistical measure designed to show changes in a variable
(or a group of variables) over time. It provides a way to quantify the average
change in a group of related variables with respect to a base period.

Uses of index number

It helps in measuring changes in the standard of living as well as the price level.
Wage rate regulation is consistent with the changes in the price level. With the
determination of price levels, wage rates may be revised.

Government policies are framed following the index number of prices.
Questions should be small & clear.

Questions should be arranged logically.

Instructions should be clear.

Questions should be relevant to the investigation.

Personal questions should be avoided.

Avoid questions of calculations.

Or
Census ‘Method
Census method is that method in which data are collected covering every item of
the universe or population relating to the problem under investigation.
Reliable and accurate
Less biased
Extensive information
Study of diverse characteristic
Study of complex investigation
Indirect investigation

Formula (any method)
Calculation
AM=412

a) It is a geometric technique of presenting statistical data through bar diagrams
and pie diagrams.

b)

(a) The monthly rainfall in a year can be best represented by a bar diagram as
only one variable i.e., monthly rainfall is to be presented diagrammatically. The
rainfall is plotted on Y-axis in the corresponding month that is plotted on the X-
axis.

(b) Composition of the population of Delhi by religion can be represented by a
Subdivided bar diagram. A component bar diagram shows the bar and its sub-
divisions into two or more components. Thus, the total population can be sub
divided in terms of religion and presented through a component bar diagram.

(c) Different components of cost in a factory can most effectively be depicted
through a pie chart. The circle represents the total cost and various components of
costs are shown by different portions of the circle drawn according to percentage
of total cost each component covers.

Draw Histogram.

Mode=25

Or

Draw Histogram and frequency curve
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Median is the middle value of the series when arranged in order of the magnitude.
Mode is the value which occurs most frequently in the series, that modal value
has the highest frequency in the series.

b) formula

calculation L1=20 N/2=40 CF=18 F=22 C=20 (20+40-18/22*20)

Median=40

Formula

Calculation

k=0.903

Or

Formula

Calculation

=0.8

The coefficient of correlation for the given data is approximately 0.832

This indicates a strong positive linear relationship between X and Y.
SECTIONB-MICRO ECONOMICS

b) 260,000
or
a) What to produce
d) All of these
c) C—iii
(c) MUx/Px = MUy/Py = Mum
(a) Statement 1 is true and statement 2 is false.
(c) Positively sloped straight line passing from the origin
c) 8%
TFC
a) Statement 1 is true and statement 2 is false
d) 33 units
Large number of buyers and sellers
Homogenous product
Perfect knowledge
Or

[ R e N e e e e e

Equilibrium refers to the situation in which market demand is equal to market
supply. The given diagram shows a situation of an increase in demand. The
demand curve shifts to the right, from DD to D1D1. Equilibrium point shifts from
E to E1. Consequently, the equilibrium price rises from OP to OP1, and
equilibrium quantity increases from OQ to OQ1.

The introduction of free and universal healthcare services under AB-HWCs and
health coverage under AB-PMJAY is likely to positively impact India's
Production Possibility Curve by enhancing productivity, improving health
outcomes, reducing healthcare costs, and potentially leading to overall economic
growth and development. This shift is illustrated by an outward movement of the
PPC, indicating increased production possibilities across various sectors of the
economy
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Maximum price ceiling is the legislated or government-imposed maximum level
of price that can be charged by the seller. Usually, the government fixes this
maximum price much below the equilibrium price, in order to preserve the
welfare of the poorer and vulnerable section of the society. (diagram)

Maximum Price Ceiling is normally imposed by the government on goods needed
by masses, like wheat, rice, sugar etc

a) The law of diminishing marginal utility states that the marginal utility derived
from the consumption of a commodity must decline as more and more units of
that commodity are consumed at a point in time

b) When MU decreases, TU increases at a diminishing rate.

When MU is zero, TU is constant and maximum.

When MU is negative, TU starts diminishing.

Or
In this case, the consumer is getting more marginal utility per rupee in case of
good X as compared to Y. Therefore, he will buy more of X and less of Y. this
will lead of fall in M Ux and rise in M Uy. The consumer will continue to buy
more of X tillMUXPX=MUYPYr

a) A-AC B-AVC C-AFC  Law of variable proportion

b) AFC decreases with increasing output

¢)AC=AFC+AVC

a)An indifference curve is a curve that represents all the combinations of goods
that give the same satisfaction to the consumer

Budget line is a graphical representation which shows all the possible
combinations of the two goods that a consumer can buy with the given income
and prices of commodities.

b)

1)IC is strictly Convex to origin i.e. MRSxy is always diminishing

Reason: Due to the law of diminishing marginal utility a consumer is always
willing to sacrifice lesser units of a commodity for every additional unit of
another good.

i1)Higher indifference curve represents larger bundles of goods i.e. bundles which
contain more of both or more of at least one. It is assumed that consumer’s
preferences are monotonic i.e. he always prefers larger bundle as it gives him
higher satisfaction

or

a) False: X& Y are complementary good. in case of substitute good fall in price
of one good

reduces the demand for another good.

b) False. It cannot be caused by change in price of the given commodity. Change
in all

determinants lead to shift in demand curve.

(c) False: with increase in income, the demand for normal and superior good
increase, but the

demand for inferior good decreases.
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1) True: Average Revenue is always equal to Price.

(i1) False: A rational producer does not always operate in the first phase of
production; they operate where MR = MC to maximize profit.

(ii1) False: Total cost curve (TC) and Total variable cost curve (TVC) are not
parallel; TC includes TFC, so it is above TVC by the amount of TFC

SAMPLE QUESTION PAPER-2

General Instructions
I fAdw

This question paper contains two parts:

SAUY TA T S U &
Part A — STATISTICS FOR ECONOMICS (40 marks)

YT T - 3R o fore wiRkemast (40 3i)
Part B - INTRODUCTORY MICRO ECONOMICS (40 marks).
YT &l - URETeTe g&a SRR (40 i)
Marks for questions are ind!cateq again§t each question.
TS U & A Ul & 8fdh 3ifad gl
This paper contains 20 Multiple Choice Questions of 1 mark each
T UR T 1 3% & 20 TgfarAT U §
This paper contains 4 Short Answer type questions of 3 marks each to be answered in 60 to
80 words.
Y UR T 3 3fh] & 4 TY ITRIT UY € o1 IR 60 § 80 sal H ST 7
This paper contains 6 Short Answer type questions of 4 marks each to be answered in 80 to
100 words.
U R T 4 3P & 6 TY IIRIT U g oThT IR 80 T 100 Weg] & AT |
This paper contains 4 Long Answer type questions of 6 marks each to be answered in 100 to
150 words
ST TR T 6 3Dl & 4 < ST TY & FOFHT ST 100 F 150 Wsai H &A1 81T

Q.NO Part A- Statistics for Economics Marks
0y . 3ih
YT T- 3z & forg wifsret

1 Statistics in plural sense deals with: 1
(@) Numerical information (b) Methods of collection of data ()
methods of presentation of data  (d) Both (a) and (b)

Or
Which of the following is an example of qualitative data?
(@)Aptitude in music  (b) Height (c) weight  (d) All of these

Tifege sgae orf 7 Fafefad ¥ Tefta @
(a) GBATHD THDBRY (b) ST HUE b TR (¢) ST DI UK & i
(d) () 3R (b) T
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aT
frafafad & 9 ®F TureIs ST &1 IaTE0 8
(a) T & AT (b) SATS (0) a9 (d) T it

Data collected by a student from Government journals to prepare a project
report is
(@) Primary data  (b) secondary data  (c) census data (d) none of
the above

T B gRIT RS RUIé GOR 1 & ot IR} ufFdret 3

THAd ST
(a) muméa(b)%?ﬂwéa(c)wméa(d)maaﬁ@rﬁé

el

Given the following table, the nature of classification is
Days Sale of Ice Cream(units)
Monday 1000
Tuesday 1500
Wednesday 2700
Thursday 3700
(@) qualitative (b) quantitative  (c) chronological (d)
geographical

g arferent § afferur &t Uefd S USR §
fa TSADH Bt foeht FHr1saN

> 1000
1500

HIAdR
FYAR
TPAR

2700
3700

(a) TUTEHD (b) AT (c) BTAIH D (d) HINTIH
Choose the Incorrect pair
Column 1 Column 2
A. Scarcity i Economic problem
B. Analysis of data ii. Averages
C. Distribution ii. Non-economic activity
D. Statistics iii. Quantitative expression
(@) A-i (b) B-ii (c) C-iii (d) D-iv

i, oo gHw

ii. Sﬁﬂﬁ
i R-3nfie mfafafer
AETES 3Mad

(a).A— i (b) B-ii (c) C-iii (d) D-iv
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Read the following statements carefully and choose the correct
alternative from the following:

Statement 1: Histogram is a two-dimensional diagram

Statement 2: Histogram gives value of the mode of frequency distribution
graphically

a) Both the statements are true.

b) Both the statements are false.

c) Statement 1 is true and Statement 2 is false

d) Statement 1 is false and Statement 2 is true

Y 1: fewerm e f§-smamh sma g

HYF 2: R Withe =0 § Mgy facRur & Ms HTAF AT
a) T HYT I B |

b) G YT T |

Q) PYT 1 I § 3R HYT 2 I §

d) YT 1 T § IR PYT 2 I §

Read the following statements carefully and choose the correct
alternative from the following:
Statementl: Cost of living index measures the average change in retail
rices
gtatement 2: Since the number of commaodities is large, it is necessary to
identify a particular group of consumers and select commodities which are
generally consumed by them
a) Both the statements are true.
b) Both the statements are false.
c) Statement 1 is true and Statement 2 is false
d) Statement 1 is false and Statement 2 is true
fafifid wu= &) eagae® ue iR fFafafad & 9 wel fawed -
HY 1: Sa-ATIH AT Yahics Jaxl Al J fid giRkacd- ol
AT 8
HUF 2: b axeHl B U TS &, ST IUHTGATSHT & Tab faxy
TG P UgdH BT 3R 3 I3 BT TG BT HTTAS ¢ Toran]
AR TR I §RT IUHNRT b Sl ©
a) G YT T 5|
b) I YU SR G|
Q) PYT 1 I § 3R HYT 2 3T §
d) YT 1 3 § IR YT 2 T §
The value which has the highest frequency in a series is called
(@) Quartile  (b) Mean (c) Median (d) Mode
ot & Forg 717 T Mgy Yol 3ifies it © I ped ©
(a) TGP (b) ATHA (c) HIIEIDT (d) TgAD
Index number for the base year period is
@1 (b)0 (c)100 (d) None of these
SMYR T Al & N Yawies T
(a) 1 (b) 0 (<) 100 (d) $TH F IS T

Identify the degree of correlation of the given diagram
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(a). Positive and linear b. Negative and linear  C. Moderate positive  d.
Moderate negative correlation

fGUu U 3T & TeHeY ! IS & Uga™ &2

by

X

2

(a). GPRIHD 3R IRGP b.
THRIHD 3R IRGH C. 7HH THRIAD d. HTH TPRIHD Jeday

Read the following statements- Assertion (A) and Reason (R).- Choose the
correct alternative given below
Assertion (A): Average is a value in a series which is typical of
representative of a set of data i.e, it is a single value which represents an
entire set of data
Reason (R): A measure of central tendency is a value which reads the
characteristics of the complex and diversified set of given data. It is the
value to which most of the observations in the series fall closer than to any
other value of the series
Alternatives
a) Both Assertion A and reason R are true and Reason R is the correct
explanation of Assertion A
b) Both Assertion A and reason R are true and Reason R is not the
correct explanation of Assertion A
c) Assertion A is true but Reason R is false
Assertion A is false but Reason R is true

ﬁyﬁfr@?raw:ﬁﬁq% SIUFHY (A) 3R BR (R).- =il T 7T TG
Riee &1 90 &Y

SUBYT (A): 3D U 4RaaT & Th A g Sl S & Teb I bl Ui
g, I, T8 U Uhd U § Sl 9l & YR T & Uit axar g
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aﬂQIW(R)'&iﬁhitﬁﬂ%ra€rInqtyﬁﬁianiﬂ:f%W3ﬁﬁ3q1ﬂzé§aréssﬁéai3%?
fafaerarguel e @ faRvarsii &1 uear g1 I8 a8 1 § S d Hi9
§Td H SABIR Saaiich JRae o bt off 3 7 &t gaT H 8f1d §
a) BYT A 3R BRUIR GHI I § TUT PRUTR, YT A &1 Jgt AR §
2;??Aﬁﬁ$ﬁWRaﬁHM%HW¢RWRaﬂﬁAaﬁWﬁwWﬂ
) BUT A I g, Afded PRUTR 3T §

d) YT A 3T B, Afb HRUIR T 3

Calculate consumer price index number from the following data by taking
2014 as base year
Item Price in Price in Weight (%)

2014(Rs) 2019(Rs)
Food 200 280 30
Rent 100 200 20
Clothing 150 120 20
Fuel and 50 100 10
Lighting
Miscellaneous 100 200 20
OR

Define Index numbers. Explain the uses of Index numbers .

2014 B YR TY AHDBR FHRIT ihs! T SUHIT A Jadbid
T BT T B

2014 T aXI P | 2014 H aX B | TSI (%)
I (3.) I (3.)
CInl 200 280 30
foran 100 200 20
HUS 150 120 20
YT 3R UBT | 50 100 10
fafay 100 200 20

a1
A ch JBT31 I TRUTNT D | Yahich T-AT3M & STANT Jarsd|

The ranks assigned by two Judges to five students in essay writing
competition is given below. Calulate coefficient of rank correlation
Ranks by |1 2 3 4 5

Judge |
Ranks by |4 2 1 3 5
Judge Il

ey oRa ufaaifiar | < Sl gRT1 U™ S & fou U it i fe e
g1 3% T TUTe o1 0T B
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Read the following news article and answer the following gquestions on the
basis of same
An outgoing member of India’s Monetary Policy Committee raised
concerns over the inflation data released by the government statistical office
for the months when the country was under a lockdown.The data according
to Ravindra Dholakia, was contray to other indicators which suggest a fall
in inflation rather than the raise suggested by the data released by the
statistical office
This concern relates to the weight given to different comodities in the
inflation index .Inflation in India is based on a “fixed base —weighted index”
rather than the “chain-base weighted index” method followed in the
developed countries, Dholakia said . In simple terms, the weight of
individual items is fixed based on consumption in the base year rather than
in the current year.
“In an extreme situation created by the nationwide lockdown for months ,
the consumption pattern in the country has significantly and substantially
changed” , Dholakia said. “This would simply not be reflected in the
measurement of our headline inflation based on the fixed base-weighted
index even if all price quotations were available,and would provide an
unrealistic measurement of inflation”.

a) What is meant by ‘Weight’ in Index numbers

b) Write any two uses of Wholesale price index

c) Which Index number is widely used to measure the rate of inflation

@HW%@@@T@%WWWW@HU%%
JR al

YR &I Afge A IHfd & T FHadu@ Y 7 WeR] Fifkega!
BT gRT 37 A1 P T SR Harewifd & 3ficel R fidr sidrs,
Od ¢RI Alb I3 H UT| Wdig Sl & 3HR, Sl 3 Ydbdd] b
faoRia 1, St Wifee! Frafad gR1 o’} fhT 7T ST gRT Y 7T 3ia
& ol Garpid H TRTae &1 Tavd &d g |

I8 i1 germifa qaoie § faftrs awqal @ fou e 4R @ J6fid B
GIdihal - ®gl fh URA H GERwifd famRid <=1 o 3{U=Ts S arai!
"T-9 dcS So” UGl o Sold A3 SMUR-HIRd qadhie” R
TR § | YR eg] H, SHTHT- 3T X311 BT HUR AT I8 & Follg
MR Y H WUd F ATYR R 77 {Ha1 S g

IRl = gl "o W T H3 HelHl db dld e & HRUI Ual g
Y fURY & 32 ¥ Wud &1 e STl 8¢ a& ded 71 51" T8 [Rfdd
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JTYR-HTRT DD & YR R AR 58S GERBITd & g o
gRafed T8l 8T, Y g1 Tt Jod S<xul Iuas &, 3R I8 R Itd
®1 U AR A UG ST |

a) qaHiH GRS § "HR' &1 a1 31 g2

b) YT Yoo YIBIH & DIs ol IUANT ford

¢) GERWIfd B &R P U & o fob s Yarevich AT o1 ATUSH =0
SN foba ofraT 8

Calculate Mode from the following data

Wages | 0-5 5-10 | 10-15 | 15-20 | 20-25 | 25-30 | 30-35 | 35-40
No.of 4 6 10 10 25 24 20 1
workers

fafeRad ST ¥ 9§ &1 UM B

Tolgsl [0-5 | 5-10 | 10-15 | 15-20
Yl | 4 6 10 10
Ed|
e
Define the term sampling errors. How can we reduce the magnitude of
sampling errors?. Also explain different types of Non-sampling errors

Or

Distinguish between Census Survey and Sample Survey. Why sample
surveys are prefered in statistics

ATHRON FfC Wsg b1 GRYTNT B | §H THATDHRU FfT 1 AT bl
Y Y B IHd 87 fAfid TSR Bt TR-TATwR0 Ffed! &t aren
D
|
SO A&UT 3R THAT HA&UT & ad 3R < | FiRkegdh! H T
qderur 1 o Tryfdear & S @

a) State any two properties of Correlation Coefficient

b) Find out Karl Pearson’s coefficient of correlation using the data
given below

Marks in 4 6 8 10 12

Economics(X)

Marks in 6 8 10 12 14

English (Y)

a) FgHaY Ul o blg al 10T §dld

b) 7l 4T TTT ST 1 ST BReb bl UG b HesY Ulich T Tell

[SRLLY

4 6 8 10 12
3SR

¥ 3fcp
(X)
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3iUSft |

3 (Y)

a) Define a variable. Distinguish between discrete variable and
continuous variable

b) Calculate Median using ‘less than ogive and more than ogive using

the data given below
Marks | 5-15 15-25 | 25-35 |35-45 |45-55 |55-65

No of 4 6 10 5 3 2
students

OR

a) Explain any two merits and demerits of tabular presentation of
data

b) Construct Histogram for the following distribution

Weekly wages No.of workers

10-15 4

15-20 16

20-25 24
25-30 32
30-40 40

40-60 48

a) T TR &I URHIIIT B | 3Mad =R 3R dd TR & i IR B b)
1 faT U SeT BT I RSP 3NEd T HH 3R 3Negd I 3

Wmmnﬁmﬁmﬁ

3{h 5-15 15-25 | 25-35 | 35-45 | 45-55 | 55-65

BIE P | 4 6 10 5 3 2
=T

SHYdr
a) 3P SI P IRUNEG UKAIDHRUT b BIg &l 7T 3R GIY a3y
b) FAgferRaa faavur & fere fewerma &1 fafur sifse
ATe® da- TP D TBAT

10-15 4

15-20 16

20-25
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25-30 32

30-40 40

40-60 48

Part B- Introductory Microeconomics

YR §1- UR=ad® Jersrd=me

Which of the following is an example of a Positive Economics
a. India Should take steps to control rising prices
b. There are inequalities of income in our country
c. India should not be an overpopulated country
d. Income inequalities should be reduced
Or
The problem of ‘What to produce’ relates to:
a. The choice of technique
b. Distribution of income
c. Market value of the goods and services
d. The choice of goods and services

fofefad # 9 P9 91 IeRIAS YRS BT IS0 8
a. YRd @I gl DAl @l AT ®1 & [T FeH I3 A1eT
b. TAR X H 3T P HMFAN &

c. URA B! Y SMTETE} aTel S e} 991 AT

d. 31T SRFAHATS B HH fobar ST 91T

1

T IATEH B ! HWT g F &g 3

a. Al BT TG

b. 31T T fdd=T

c. a3 3R Faraft &7 IR Jed

d. gxgait 3R Jarafi &1 gA1a

The rotation of budgetline in the following diagram is due to
Y

4
3

Bananas

G
Apples

a.Decrease in the price of apple b. Increase in the price of apple

c. Increase in the price of banana d. Decrease in the price of banana

fafeiRad ema # gofe 3@ &1 guiF s SR g2
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¥ | N
A
\‘J\‘n“

o - v_.._.._......a_‘__..}i:;, W

99
. a NI P HIEd § HHl b B! P § gfa
cHd DI P T gf d.dvad B Diaa T Sl

The factor which causes movement along the demand curve is
a. Price of the commodity b. price of other goods
c. Income of the consumer d. tastes of consumer
AR a & 1Y T BT HRUT § dTel HRP &

2. T DI DIET b, 3 a3l Bl HIAd
. JUMETT BT T d. IUHIFAT B TG

Identify the incorrect pair of statement from the set of statements given in
column | and column |1 below

Column | Column 11

(A).AFC curve is a rectangular
hyperbola curve i.AFC falls as output increases
(B) AVC curve is a Ushaped curve | ii. Application of law of variable
proportion

(C) Marginal Cost iii. Sum of Total Variable Cost
(D) Explicit cost iv. Salary paid to the employees

a A b. B-ii . C-iii d. D-iv
T Brad | R Fiay 1| 8 U TT Sl & g T 9 Tad HU I B
Uga Y

BT | cae il

A). AFC Th Th ITAdIHR | ITe 9¢- R AFC RaT g
SISURSI dch §

(B) AVC % U USTHR HI ah | ii. TRI-IRITA SUTd & -1aH &1
g ST

(C) HHid ArTa iii. P TRATRI AT BT AN
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iv. PHATRAT b1 fadm ST arer
ERE|

a. A-i b. B-ii c. C-iii d. D-iv

Read the following statements carefully and choose the correct
alternative from the following:

Statement 1:Average revenue is the per unit revenue received from the sale
of the commodity

Statement 2: When AR is constant, MR < AR

a) Both the statements are true.

b) Both the statements are false.

c) Statement 1 is true and Statement 2 is false

d) Statement 1 is false and Statement 2 is true

frafiied wu= &) eagae® Ue R fFafafad & 9 we fawed -
HY 1: 3 IR X DI fIht T U U ShTs 5T ©

HY 2: T AR RR 11 8, A MR < AR

a) THl HUT I |

b) G HYF 3T B

¢) BT 1 A § 3R BT 2 T §

d) FYT 1 3T 8 MM HYT 29I

Which of the following will cause a leftward shift of firm’s supply curve?
a. Technological progress b. Fall in input price
c. Subsidy on production d. Rise in price of other goods

frafiRed & 9 & B & Syfd b & SR 3R 9eard &I HRT §T?
a. Ab-id! WIfd b, 39Y¢ o | fRTae
c. T R Ffoket d. 39 a¥gadl &t HiAd H Ife

If Average Product of one unit of a variable factor is 12 units and that of 2
units of the variable factor is 16 units, then marginal product of 2" unit of
variable factor is

a.28 units b. 20 units C. 4 units d.44 units

gfe fdt uRad-Ttd RS Pt Th SHTS Bl 3N IATS 12 SHISAT &
3R RGN PR DI 2 SHISUl BT 3T IATG 16 SHISAT 8, ol
IR R BT GE FHIE BT HId I

a.28 SHIZT b. 20 IHTSI c. 4 SHIZTT d.44 SHIZAT

The price which is fixed at a level lower than the equilibrium price is
a. Price ceiling b. price floor  c. fixed price d.all of these

I8 DI ol UgaH DIHd ¥ HH TR R ad P 91 &, I8 8-
a. e T b. 7eg T c. Ay 9o d. 3t

26

Read the following statements- Assertion (A) and Reason (R .- Choose one
correct alternative given below
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Assertion(A). Increase in income of the consumers causes increase in
equilibrium price and equilibrium quantity of normal goods

Reason (R) Rise in income causes demand of a normal good by consumers
to go up. Due to excess demand, there is competition among buyers which
pushes the price upwards

Alternatives
a. Both Assertion A and reason R are true and Reason R is the correct
explanation of Assertion A
b. Both Assertion A and reason R are true and Reason R is not the
correct explanation of Assertion A
c. Assertion A is true but Reason R is false
Assertion A is false but Reason R is true

ﬁaﬁr@aaﬁuﬂ‘rﬁqﬁ B YT (A) 3R BRI (R.- = feu 70 T
e faded &t A

UDHYA (A). IUHTHTSHT Bt 31T T g I T a3l bl Ha
BT 3R IgaT IR A i S @

HRU (R) 31T H gfg T IUHIAST §RT ARG I B! AT ¢ Sl |
3if¥ep AT & R, WIER! & o ufaruyf gt 8 Sl F1Hd B W &I
3R yberd &

ICETS

a. Glﬁ-W%WA\’:ﬁTW R GIFI T & 3R BRI R, AHHYT A Bt Tgl
AR

b. THHYUT A 3R HRUTR G I g 3R BRUIR, AHBYT A DI Tgt

RSAT 8l & "
c. AUBYT A T g dfhT PRUIR 3T ©
d. 3fHBYT A 3T ¢ Al PRUIR T §

Read the following statements- Assertion (A) and Reason (R .- Choose one
correct alternative given below

Assertion(A). Total cost curve and total variable cost curves are parallel to
each other

Reason (R). The vertical distance between TC and TVC curve is TFC,
which increases with increase in output

Alternatives

a..Both Assertion A and reason R are true and Reason R is the correct

explanation of Assertion A

b. Both Assertion A and reason R are true and Reason R is not the
correct explanation of Assertion A

c. Assertion A is true but Reason R is false

d. Assertion A is false but Reason R is true

FofiRad wuAl B ug- SfimY (A) 3R SR (R - 1 G770 T
e fased &1 707 B3

BT (A) | FA AN I AR Fo IRATHTT AT deh Th GaR &
TAMIR 8
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HRUT (R)| TC 3R TVC I & a1 SH@TeR g3 TFC 8, S ITe H gfg
& Y ggal &

faoeu

a. errmgwmﬁvw R GHI T & 3R BRI R, AHHYT A Bt Tgl
RS

b. 3HHYUT A 3R HRUTR G I & 3R BRUIR, AHBYT A &I Tgt
ST e 2

c. AfPYT A T g AT PRUIR 3G &

d. 3HYT A 3 g AfPT BRI R I §

Name the technical term used to denote the rate at which the quantity of
output of one commodity is sacrificed to produce one more unit of the other
good. Explain it with the help of an example

3 dhIh! Weg BT ATH IdTs¥ o] ITANT 39 & P SR & forg
foraT ST 8 o R U a¥g & ST &1 A HT AN B Gal a%g
D TP 3R SHI3 BT I (BT SIdT 3| Y T 360 Bl AGe I
JHLARY

The price of a commodity rose by 20% as a result of which its demand
declined from 20 units to 15 units. Calculate its price elasticity of demand
Or

20 units of a good are demanded at a price of Rs 5 per unit. Price elasticity
of demand is (-1).What will be the price if the quantity demanded falls to 25
units? Use expenditure approach to answer this question

foreit o 1 BIHd H 20% D1 9fg g3 oD URUTHRGEY 3! | 20
IHISTT T ITHR 15 FPT5 X8 715 | FUD! AN D1 HIAd Al B} TOFT DY

pI|
Tl g DI 20 SHIZAT B T 5 ¥UY Ul SHTS B BT IR DI oAl
S AT &t HAd A (-1) g1 TS AT P TS AET 25 SHIZTT dob IR
ST 8 < DI T g7 3 UY BT IR G & [T & VB0 B
SUINT B
a. State giving reasons whether the following statements are True or
False
i. Ifgoods X and Y are substitutes, a rise in price of X will resultin a
rightward shift in demand curve of Y
ii. At the point of saturation marginal utility is maximum
b. Distinguish between ‘extension of demand, and ‘increase in
demand’

%. HRUI Yied 9d14 & Fufied wu= 9 8 a1 e

i, IS IXIE X 3R Y RIFF 8, A X & H1Ad H gfg & IRUMHRGET v
1 AT 9% | 15 3R Jead S

ii. Tafta foig W daid Iuaifirar sifdean gidt 8

9. [ & foedR 3R AT H 3’ & o R Fa1d

31 Read the following news article and answer the following questions on the
basis of same
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Breaking a 30-month long bearish trend ,the price of various pulses in the
domestic market has started to rise in the last three months, bringing much —
needed relief to the country’s beleaguered growers
The burdensome inventory of domestic and imported pulses has eased
considerably following welcome policy interventions on the demand and
supply sides,including free ration of chana to vulnerable families amid
covid -19 lockdown and highly restrictive import of other pulses
This has brought the supply-demand fundamentals to a state of near
equilibrium. The market prices of of most pulses (including chana/gram and
tur/arhar, which together account for roughly 65 percent of total production,
have moved above the specified minimum support price reflecting a return
to balanced market conditions

Source- thehindubusinessline.com
a. ‘Market for agricuitural goods are close examples of a perfectly
competitive market’. State one feature of perfect competition
b. If equilibrium price of a good is greater than its market price
.explain all changes that will take place in the market
Explain the term ‘price floor’

WWW@D&@Wﬁ%GﬂWWWU&h%
IR

30 T4 9§ il 31151 Hel o1 Ugitl Dl dred gU, o 9ToR § fafis
Sl B Hidl A IS dF 7 | delart T 8l 718 &, o e &

HAheIRd IATGH! DI Tgd oIex] gd [Hell 5

PHIAS-19 AHSIST B GRM HHVR URAR] BT T BT TR I 3R
3 T & i UfaeeTete T Jfgd [T iR Smyfe ualf wR
T A T STl & a1 IR 3R SAATfad aral & HRY }id
I §C db HH 8l T 5 | T SATY[-ART & IS ded THT
Gqad &1 T & o U § | ST gl (@ 1/ SR JIR/3RER
fed, S d I BT AT 65 UARd fexm €) & JoR ged Ay
AqH YT I ¥ SWR 90 T g, S Igferd e fRufaal a1 aroh
aﬁz{mﬁ%l HId- thehindubusinessline.com

. ‘PN TN BT TR guid: Ui eff SR & Helt Iergrur g 1 got
gfaegef o1 T faRivdr gdrse

9. afe fordht avg o1 TdeH Yo 39 SoR oo ¥ 31fde g, df IR |
B ara Tt uRadHl o re i

T, Hel da’ Xeq ! RHAT HIfoTY

From the following schedule ,find out the level of output at which the
roducer is in equilibrium. Give reasons for your answer.
Output (units) Price (Rs) Total Cost (Rs)
1 24 26
2 24 50
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24

72

24

92

24

115

24

139

24

165

a. State the relation between Average Revenue and Marginal Revenue
b. Explain any two factors affecting supply of a commodity other than
price .

B (TR EISIICRCEER

3M3CYC(ZHISAN

24

26

24

50

24

72

24

92

24

115

24

139

24

165

3T
&. I Yod 3R HATq Ioa & S HeY Faq1g
. P & HTaT frdt g% B1 3Mgfd B! yHIdd B a1t fargt &Y

BHRE| P TARAT BN |

a. Explain any two properties of indifference curve

b. A consumer consumes only two goods X and Y both priced at Rs 3
per unit . If the consumer chooses a combination of these two goods
with Marginal Rate of Substitution equal to 3, is the consumer in
equilibrium ? Give reasons. What will a rational consumer do in this
situation? Explain

a. SCRIAT ah & fopdit off QI T[0T &1 SRS
b. T IUHIFT Had ol axg3if X 3R Y &7 SUHNT BT g, Sl Bt
P 3 IO Ufd IHTS ¢ | Al ST 3 & IXI31 &1 o g1 B,
T AT UFARUTO &R 3 & SRISR 8, Al o1 SUHISKT e H o7
HRUT Iad | 39 UM T T dhETd IUHIFIT 1 HN? RS HY
Explain the likely behaviour of Total Product and Marginal Product when
only one input is increased while all other inputs are kept unchanged. Use
diagram
Or
a. Differentiate between Total Fixed Cost and Total Variable Cost. Use
Diagram
b. Define marginal cost. Explain why Marginal cost curve is ‘U’
shaped curve
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Fd IdTE AR AT IdTE & YHAT STIER &1 ARAT B od Had
TH IYC Sem ol & Said g uft 3¢ srufkafdd I8d § 1 3@
D1 ITINT BN

a1
a. R AT 3R F GRATTI AT & S SR B | 3G BT
JUINT B

b. AT ARTd BT URHINT B | gH=t P JiAid anrg 9 U’ 3MBR
H1dh H g

MARKING SCHEME- SQP-2
ANSWERS

Numerical information
Or
. Aptitude in music
. Secondary data
. Chronological
c. C-iii
a) Both the statements are true.

a) Both the statements are true
(d) Mode
c) 100
(a) Positive and linear
e) Both Assertion A and reason R are true and Reason R is the correct
explanation of Assertion A

Item Pricein | Pricein | Weight | R="x100 | WR
2014(Rs) | 2019(Rs) | (%) PO
Food 200 280 30 140 4200
Rent 100 200 20 200 4000
Clothing 150 120 20 80 1600
Fuel and 50 100 10 200 2000
Lighting
Miscellaneous | 100 200 20 200 4000
> WR=15800

CPI= 22% =15800/ 100 =158

Steps — 2 marks

Equation %2 marks

Final answer %2 marks

Or

An index number is astatistical device for measuring changes in the magnitude
of related variables (1 mark)

Helpful in formulation of policies
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Helpful in measuring inflation and deflation
Useful to business man
Useful to assess exportsa and imports (Any two points with explanation- 2
marks)
Rank by judge 1- | Rank by judge2 | D=R1-R2 D?
R1 R2
1 4 -3

The rank correlation rk :1-6§—D2 =12 =1-0.7=0.3
N°—-N 120

Calculation of Y’ D?- 1.5 marks
Formule — 1/2 mark
Assigining values -1/2 mark
Final answer- %2 mark
a- Relative importance of items — 1 mark
b- Helpful in forecasting the demand and supply conditions in the economy
Help us to understand monetary and real value of macro aggregates like
national income and output
Or any other valid points - 2 marks

¢ .Wholesale price index- 1 mark

Highest frequency 25. Hence modal class is 20-25 —

7= L1+
2f1—f0—f2

25720« 520+ 4.68 = 24.68
2X25-10-24

Finding modal class -1/2 marks
Formulae- 1 mark
Assigining values and calculation- 2 marks
Final answer — % marks
The difference between the actual value of a parameter of the population and its
estimate (from the sample) is the sampling error — 1 mark
By taking large samples — 1 mark
i.sampling bias
ii. non-response errors
iii. errors in data acquisition (point with explanation- 2 marks)
Or
A survey which covers every element of the population is known as census
while a survey is done in smaller group selected from the population is known
as sample survey — 2 marks
A sample can provide reasonably reliable and accurate information at a lower
cost ans shorter time
As samples are smaller than population, more detailed information can be
collected by conducting intensive enquiries
Any other valid points- 2 marks
a. Coefficient of correlation has no unit. It is a pure number
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The value of the correlation coefficient ranges from plus one to minus
one

A negative value of coefficient of correlation indicates an inverse
relation (any two points -2 marks

b

X X2 Y Y? XY
4 16 6 24
6
8

36 8 48
64 10 80

10 100 12 120

12 144 14 168

YX=40 | YX2 =360 Y XY=440

NYXY—3X3Y

\/N.ZXZ_ZXZ XJN.ZYZ—(ZY)Z
_ 5X440—-40X50
\/5X360_(40)2X\/ 5X540—502

2200-2000

" V1800-1600%v2700—2500
200  _200 _

= ="_=1
v200x+/200 200

r=

Formula -1 mark
Assigining values and calculation — 2 marks
Final answer — 1 marks

a.A variable is a characteristic which is capable of being mmeasured and
capable of change in its value from time to time- 1 mark
Discrete variable- These variables are finite and are not expressed as range
Continuous variable- These variables are expressed in fractions or in ranges- 1
mark
b. Preparation of lessthan more than frequency table — 1 mark
Drawing of ogive — 2 mark
Finding of median — 1 mark
Or
a. Merit- simplest form of data presentation
- It facilitates comparison
Demerts- Not attractive
- Do not leave everlasting effect on mind of the reader (2
marks)
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Weekly No of Adjustment Adjusted
wages workers factor frequency

10-15 4 5/5=1 4

15-20 16 5/5=1 16
20-25 24 5/5=1 24
25-30 32 5/5=1 32
30-40 40 10/5=2 20
40-60 48 20/5=4 12

Preparation of adjusted frequency — 2 marks
Histogram — 2 marks

Part B — Introductory Microeconomics
f) There are inequalities of income in our country
Or

d.The choice of goods and services
a.Decrease in the price of apple
a. Price of the commodity
c. C-iii
c) Statement 1 is true and Statement 2 is false
d. Rise in price of other goods
b. 20 units
a. Price ceiling
e. Both Assertion A and reason R are true and Reason R is the correct
explanation of Assertion A

g) Assertion A is true but Reason R is false
Marginal opportunity cost/Marginal rate of transformation — 1 mark
combination | Good X Goood Y MRT
0 15 1Y:1X
14 1Y:1X
12 2Y:1X
9 3Y:1X
5 4Y:1X
0 5Y:1X

Explanation — 2 marks
Here % change in demand= %x 100=25% - 1mark
% change in price= 20%
Ed= % change in demand/% change in price- 1 mark
=25 1 mark
20
-1.25 Y2 mark
Or
TE= pxqg=5x 20= 100 - % marks
When e=1 TE does not change with change in price — 1 marks
Q=TE/P when p=4 - 1 mark
Q= 100/4=25 units — ¥ mark
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a-i. True when price x increase people will demand more of Y so demand

curve for Y will shift rightward — 1 mark

ii. Fale- Marginal utility is zero — 1 mark

Rise in demand due to fall in price is known as extension of demand while more
is demanded at same price is known as Increase in demand — 2 marks

a. Large no of buyers and sellers, Homogeneous products, perfect
knowledge, Free entry and exit (any one- 1 mark)

b. Excees demand- competition among buyers- Increase in market price-
contraction of demand — extension of supply-process continues till price
rises to equilibrium price — 2marks
Price floor refers to imposition of a lower limit on the price of a good by
government- 1 mark
a. Producer is equilibrium at 6 units of output —( 2 marks)

MC= MR
MC rising after 6 th level of output- 2 marks
Or
a. Whem MR<AR ,AR falls
When MR=AR, AR is constant
When MR>AR , AR rises — 2 marks
Price of other related goods
Price of input
State of technology
Government policies
Any two points with explanation — 2 marks

Indifference curve is downward sloping

It is convex to origin

Higher indifference curve shows higher level of satisfaction- any two
with explanation — 3 marks

No consumer is not in equilibrim

Here MRS is not equal to price ratio

Here MRS > price ratio ie, 3>1.- 1 mark

It means consumer is ready to sacrifice more units of good y to get an
extra uinit of x than market demands. When consumer buys more units
of MRS will fall and process continues till MRS=price ratio — 2 marks

Increasing returns to a factor- MP increases, TP increases at an increasing rate
Diminishing returns to a factor- MP diminishes, TP increase at diminishing rate
Negative returns to a factor- MP becomes negative TP starts to fall — 3 marks
Correct diagram with explanation — 3 marks

OR

TFC

Expenditure incurred on fixed factors of production

It does not vary with output

TVC

Expenditure incurred on variable factors of production

It varies with outpt - 2 marks

Diagram- 1 mark
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a. MC is the addition made to total cost when one more unit of output is
produced- 1 mark
b. Itis because of law of variable proportion — with explanation — 2 marks

SAMPLE QUESTION PAPER-3

General Instructions:
i) All questions in both the sections are compulsory.

i) Marks for questions are indicated against each.
iii) Question numbers 1-10 and 18-27 are very short-answer questions carrying 1 mark
each.
iv) Question numbers 11-12 and 28-29 are short answer questions
carrying 3 marks each. Answers to them should normally not
exceed 60 words each.
V) Question numbers 13-15 and 30-32 are also short answer questions
carrying 4 marks each. Answers to them should not normally exceed
70 words each.
vi) Question numbers 16-17 and 33-34 are long answer questions
carrying 6 marks each. Answers to them should not exceed 100
words each.
[ e
i) & SEHTT & it Uy sifard €1
if) T Uy P T 3k ST MU &
iii) U9 TRAT 1-10 3R 18-27 31 TY ITRNT U €, AP UY 1 3h BT g |
iv) U9 TReAT 11-12 3R 28-29 7Y AT U & 510 T 7l & g 3 3ih § 1 396 I
I 60 Veal § 31 g g eyl
v) T TRSAT 13-15 31 30-32 1t 7Y ST U & o8 I IS & oW 4 31 § 1 37 S|
HHERIG: 70 VGl § 1P a1 g Aol
vi) U AT 16-17 31K 33-34 Y IURIT UY & oFH I TP 6 3 BT 5| TP BT IR 100
Yl Y 31 8T g1 A1

s - 3
SECTION - A (STATISTICS)
1.Resources to satisfy human wants have

Maximum b) few
Alternative d) none of the above

AT STaIH T3 B QRT B P (o8 T BT ITINT BT 8
D

3 SRIga & T 15 T8

2.Which of the following is correct regarding Statistics?
a) Aggregates of facts b) numerically expressed
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c) affected by multiplicity of causes d) All of these

2. iRt & ey # g & 9 & ar gt 82
Q) 91 &1 Tl ) WSTHS Y Y Tad
) SR DT ggarar d yuTiad RIERELIE

3. The aggregate of data is called:
a) Statistics b) editing of data
c) analysis of data d) none of these

3. S o Y= 1 heT STl &: (1)

Q) ) ST T JuTe"
) e 1 fazawo T AP TN

4. Read the following statements carefully and choose the correct alternative from

the following:

Statement 1 — Primary data are original and secondary data are already in existence and therefore, are not
original.

Statement 2 — Primary data need adjustment to suit the objective of study in hand. Alternatives:

Both the statements are true.

Both the statements are false.

Statement 1 is true and Statement 2 is false

Statement 2 is true and Statement 1 is false.

4. FrofaRed Syl @ eagds ue iR Fafafied # § wgt fawed :

HUF 1 - TS ST & IR fgcigs SeTued 4 o Sifid & § SR Suferg, §a -Te1 5|
HY 2 - UTUTHD STT B! AL P 3639 & U THRINGH DT HTIRISHdl § | [ddwed:

) IFf HUT TI |

&) S YT A B |

) BYT 1T § IR BYT 2 7T §

&) HYT 2 T g AR Y 1 A 8|

5.Read the following Case Study carefully and answer following question: ®

Text, tables, and graphs are effective communication media that present and convey data

and information. They aid readers in understanding the content of research, sustain their interest, and
effectively present large quantities of complex information. As journal editors and reviewers will scan
through these presentations before reading the entire text, their importance cannot be disregarded. For this
reason, authors must pay as close attention to selecting appropriate methods of data presentation as when
they were collecting data of good quality and analyzing them. In addition, having a well-established
understanding of different methods of data presentation and their appropriate use will enable one to develop
the ability to recognize and interpret inappropriately presented data or data presented in such a way that it
deceives readers.

Which Graph is used to present BSE Sensex? 1)
a) Histogram (b) Ogive (c) Time series Graph  d) Pie Diagram

5. Fafifed 9w o earyde ue iR Fafafad uy w13 S
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SRE, T 3R U1 THTA TR WL § o ST URd 3R 0T & §

3R SHBRY. 3 UToh! Bl MY Bt JIREA B A, I 3 T1E ITH 3R ot 7B H Sifed SHHRT B Tt
ST Y TRgd X H TR R & | Gfh SHat WuTg e 3R Titerds Tquf uré ugH I Ugd 37 UR[l bl Wb i,
TYMIT 3% Heed ! ToR3IEIS! -Ta| [T o1 TehdT & | 3 HRUI Y, AWD] b Sl TRdfd &b IRId Rl b1 ag-
FRA TR I 81 & o1 ATfe T oI fob Sfd o 31t TJ0raTT &1 Sl U R 3@ A 3R 3] fa=ayu a 37 3|
TP AT, ST UKfA & fafid aie! 3R 3% I IUAI &1 33! dRe I R TH 8§11 ¥ afad srfid
Y Y TR ST 91 3 -8 T UG b T 1T SeT 1 Ugd= 3R SRS = b1 & [IohRid et & qer gl
SITET {3 U8 UTah! bt et & |

1) feermm (& i
) TH §Ear ane 3 UTS 3Mmg

6. Which of the following shows highest degree of correlation?
a) -0.1 b) 0.9 c) 0.8 d) 0.7

6. FEfafed & 3 o Jeddy @1 Swdd et axifdr g2

T)-0.1 (&) 0.9 ) 0.8 31 0.7

7. Personal bias is possible under:
a) random sampling b) purposive sampling
c) stratified sampling d) quota sampling

U) GrEi=se THATHRUI o) SE YUl THAThRUT

3ty TRIgpd THATHRUN St) DI THATDHRU]

8.Arithematic mean of a series is 15 and 5 is added in all the items of this series, the new arithmetic mean
will be:

a)5 b) 20

c) 18 d) 10

8.0 SRIT PT BV AT 15 § 3R 59 R &t Guft aegsii & 5 ST Sira 8, 741 SIHKiTg Hied ghm:
T)s dl) 20 ) 18 8l 10

9. Ogives can be helpful in locating graphically 1)

a) Mean b) Mode

c) Median d) None of these

9. 3HTTTZoY fthes U A Ul T H YeH &1 Iobdl &
) {1 RIS
) et SEREREIER ]

10. The sum of deviations of individual items of a series from arithmetic mean is: (Choose (1)
the correct alternative)

(a) Less than zero (b) More than zero

(c) Equal to zero (d) None of these

10. {HIIOITT T | T 40T ! AfaTd gl & fage w13 &: (TG
el fawe)
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Q) LI Y HH CIRESEIRC
(@) T B SRR &) TH AP TS

11. What is the difference between positive and negative correlation? (3)
THRIHD 3R THRIHD T4 & S T 3R g2

12. Define and explain the concepts of mean, median, and mode  (3)

12. A1eT, HITRIHT 3R TP D1 ATURONST 1 TRUIRE 6 3R THgmy

13. Distinguish between random sampling and non-random sampling. Give examples  (4)
of both. OR
What precautions must be taken while preparing a questionnaire?

13, YEf5p Ufdaa 3R TR-UTEd e Ufaaa & o1 3R TqY B | ST & IS8l
difsr,

T
TYTae IR HRd JHY T JIaYT=aT sRa-1 a1gu?

14. Calculate the mean and median for the following data set: 10, 15, 20, 25, 30.  (4)
14. fAgfaRad Se1 Je & forg Aren 3R WIfEesT &1 UM &Y 10, 15, 20, 25, 30

15. Draw multiple bar diagram to show the following data:
Student A B
Marks in 40 35
Economics
Marks in English 30 15

15. FHfaRad Se1 foa™ & e Teife TR 3R J-TT:
EIE| T |
e | si 40 35
3 § 3 30 15

16. Define correlation. Explain its various kinds.
OR
From the following data, Calculate coefficient of Correlation.
X 2 3 4 5 6
Y 4 7 8 9 10

Tegay Bl GRHTNT B3 | 39 AN TSR Fdrsd
T

fafaRad Se1 4, Sgday & T0Tid &1 0T B |

X 2 3
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17.What do you mean by index numbers? Describe briefly the problems involved
in the Construction of index number of prices. (6)
OR

What is an index number? Point out its uses.
AIAFTE AT T 31T T YAYD 82 SO & 4IAHTH & f1a1o 7 wifana guarsy
HFTITETH IUT B |

g1
AIABTSH T T 82 39 IUIIT §d137 |

SECTION-B
18.When marginal utility is zero, total utility is: (Choose the correct alternative) (1)
a) Zero b) Minimum ¢) Maximum d) Falls but remains positive

18576 YT ST LA &, A P ST &: (Tt fabed TH)
@I o) gAa| & 3ifdpan (&) TRa1 g AfeT TPRIAS TBd1 g

19. If Marginal Rate of Substitution (MRS) is diminishing, the shape of Indifference (1)
curve will be- (Choose the correct alternative)

Horizontal and Parallel to X-axis

Downwards sloping and convex to the origin

Downwards sloping and concave to the origin

Downward sloping straight line

19. gfg FATd ufaTyTyT T3 (MRS) HH 81 T §, dI ISTHITIT 9% T MBI BITI-
(T8t faww@ g 7)
T) @799 3N TR -3fe B FHTATAR
&) 13 BT R P BT g3 MY AT BT 3R ITA
AT BT R FHT go MR 7. fyg d% gad
) 13 P M FHT g3 Al W7

20.When average revenue is Rs 50 andoutput is equal to 15 units, total revenue will be:
a) Rs 735 b) Rs 750
c) Rs 745 d) Rs 760

wmﬁwsow%sﬁ?ww@?@‘r%wm%a‘rgpml\ﬂw@?ﬂ
Q) 735 304 &) 750 0

T 745 94 81 760 ST

U) FER =1 o) AU BT ) Wb 3BT S) FHT 33T
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21. Availability of close substitutes makes the demand:
a) less elastic b) more elastic
c) parallel to X axis d) parallel to Y axis
21. e QIO B} JUARIAT AT ST B
T) HH AIGR dl) 31 daeR
) T 48] b FHMIR SN 1S 318l B JHMIR
22. If Es=0.6, and the percentage in price =5, then percentage change in quantity Q)
supplied is:
8.3 c)5.6
4.5 d)3
22. 77 Es=0.6, 3R BT & TfA=Id =5, A SMYfd 1 7S AET & Ufa=rd uikad= &:
3)8.3 ) 5.6
TW) 4.5 SE!
23. Per unit cost of a good is called:
a) fixed cost b) variable cost
C) average cost d) none of these
23. o5t o & U 318 IMTd Hgald! o:
IEIECISIG]
) 3T AT

24. Read the following statements- Assertion (A) and Reason (R). Choose one of the (1)

Correct alternatives given below:

Assertion (A): Total product increases at increasing rate only when marginal product increases.

Reason (R): TP falls or rises so long as MP is Rising or falling

Alternatives: -

a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of Assertion (A)

b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct explanation of Assertion (A)
c)Assertion (A) is true but Reason (R) is false.

d)Assertion (A) is false but Reason (R) is true.

24. AR HU= 1g- a1 (U) 3R SR (3R) | =2 feu U el faweai # Q4w
B YT (T): oI I avfl Tgal X ¥ Fgdl § od UIHId MG el |
BRI (3MR): ST 9 e RAT A1 96 § 9Id b THU! §¢ X618 AT R @I ©

fa®wey: -

T) 3147 (V) 3R HRUT (3AR) SHI T § 3R HRUT(IR) &1 (T) BT Ta ! WSIHR0 8

o) &7l (Q) 3R BRUT (31R) 1§ & 3R PRI (3R) <Td (T) BT I Wb el ©
) T (V) I § A HRUT (3R) T 5|

8) <1aT (T) eI § Afeh BRI (3R) T 8

25. In case of perfect competition: @
a) a firm is able to charge higher price

b) a firm is able to charge uniform price

c) a firm is able to sell any amount at prevailing price

d) both (b) and (c)

25. gui yfcrafive ot fRufa :

T) U WH 3% HIHd age § Jem §

o) T BH U JHH HIHd 9o H JaH 7
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) T % yaferd SiAd W et o i B s A gem R
S T (&) SR (=)
26. When MC is equal to MR, while maximizing profit, then-
a) Marginal Cost must be rising b) Marginal Cost must be falling
c) Marginal Cost must be constant d) None of these
26. S9 3B ATY U Hd JHT MC, MR o SRTSR 8, dl-
) Y97 ArTd 5 I8t gt ) wid oI R 3 Snf
o) i arrd fRR g ey A I DS T
277 oG 3R el AN & §1 3R AABaH gl § o
U) TSR = THSR §T) THIR = TH!
) THSMR = Tt < weht - wt
28. Marginal cost is only a variable cost. Why? (3)
OR
Explain the conditions of producer’s equilibrium in terms of marginal revenue
and marginal cost. (Use diagram).

28. HIHTd AT Pad U TR0 arTd g | &i?
b3l
Hid IoRd SR i T & HeH H IdTeH & Aga Bi ! &1 AR B | (3R BT SUANT HY) |

29. How is the seller under perfect competition, a price taker not a price maker? What is (3)
the relevance of the feature that ‘there are large number of sellers’ in this context?

29. faohar guf ufarayf & o3 8, S1Hd A arel et & 19d o= arar? 39 YeY & 39 faivdr & uiffiedr g
% fapar st G A g
30.Massive unemployment shifts Production possibility Curve (PPC) to the left. Defend or Refute. (4)
OR
Explain what to produce as an economic problem.
30. YR SRISHIRT STG FHIGT b (UTURT) BT 918 3R RIFIART B odll ¢ | 1 B qT WS Y|
a0
a4 o onfifes Toen & U § &1 ITe AT 6|

31. Explain the law of diminishing marginal utility. How does it affect consumer 4)
behavior?

31, BIH THid IUTRAIAT & W Pt RS B3 | T8 SUHIGT HIER Bl b UHTAd BT 82

32.Do you agree with the view that buffer stock is atool of price floor? (4)
&1 39 39 [daR I TgHd ¢ fob IR i G MUR0 &1 T IUdHRI 672

33. Why should a consumer purchase more of a commodity when MU must decline (6)
as consumption of commodity increases?
OR
Diagrammatically show consumer’s equilibrium using indifference curve analysis. Also
analyze the conditions of consumer’s equilibrium.
33. fodt Fuierd o fordit g 1 31D WRIGRT I Bt AT Safch I¥ Dl WU d- W THY H fR1ae ot
ElIRE

q
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I Ieh [ARATUT T STANT Reh SUHIFT b Fa Bl SRTN FU ey | IuMiaar dga- &1 fufaa
&1 1} fa=aiyor 4|

34. In short period of Production Process few factors remain fixed and all other (6)

factors remain variable in production. As a result, in production three phases operate: Increasing Returns to
factor, Constant Return to factor and Diminishing Returns to factor. The total product and Marginal Product
behaviour also change as more and more Variable factor is

added to fixed factor. In initial stages due to optimum combination in production, efficient management and
cheap inputs, production increases later stage due to fixity of factors production starts decreasing.

Explain the different phases in the Law of Variable Proportion.

Give reason for decreasing return to factor

34. ITG UfshaT 1 37ed Al H $o© PRSP RR T§d & YT 30 JHl SR IadTe H uRad-=iid B 5 |
ORUTHREREY, ITe H diF TR0 FATeId 8Id §: PRP WR Jgdl Re, HRD IR AR e 3R HRS W gedl
fee | 31t J 31fd IRAd1I RS B W Fd IS 3R WHid IdTE TR H aad o 5. (e vRe o
SITST T | TR Sa T ST § S¥aH YaioH, HIA TeeH 3R T $7YC & HRUI SdIe- dedl 8, d1g #
HRB! Bt AT B HRU IdTeH HH S AT 3 |

T) URadHIT 3T & fad & fafia wRon & e w1 |

oft) R W R HH gIH BT HRU §dl|

MARKING SCHEME- SQP-3

1.c) Alternative
. d) All of these
. @) Statistics
. ¢) Statement 1 is true and Statement 2 is false.
. ¢) Time Series Graph
.-1.0
b) purposive sampling
8.d) 10
9.c) median
10. c¢) equal to zero
11. The difference between positive and negative correlation is that in positive correlation, variables move in
the same direction whereas in the negative correlation, they move in different directions.
12. Mean -mean is simple average of all items in a series. It is number obtained by adding the values of all
the items of a series and diving the total by the total number of observations
Median -Median is a positional average. It is located centrally in a series in such a way that half of the value
of the series are above it and other half below it.
Mode — Mode is the value which occur most frequently in the series.
13.

Random sampling Non-random sampling

Random sampling gives each item an equal | Non-random sampling is based on
chance of being selected in the sample. judgement, purpose, convenience and
experience of the investigator.

OR

Following precautions must be taken while preparing questionnaire:
It includes precise and short questions.

It has a reasonable length.

Questions should be arranged logically.

Questions should not be ambiguous

KVS ZIET MYSORE




Personal questions should be avoided.
It should have clear instructions.
14. Mean (x)= sum of observations / number of observations
x=10+15+20+25+30/5=100/5
x=20
Median (Me)=n+1/2
Me= 5+1/2=6/2
Me= 3" item in the series
Me= 20
15. scale, index -1 mark
Diagram and labelling- 2 marks
16. Correlation is a statistical measure that expresses the relationship between variables, like between price
and supply.
Types of correlation:
Positive correlation: when two variables change in same direction is called positive correlation
Negative correlation: When two variables change in different directions is called negative correlation
Linear correlation: When two variables move in constant proportion, is called linear correlation.
When two variables don’t change in constant proportion, is called non- linear correlation.
Or
16.steps 4 marks
Formula 1 mark
Coefficient of correlation (r) = + 0.96 (1 mark)
It is a situation of high positive correlation.
17. An index number is a statistical measure designed to show changes in a group of related variables.
Problems in the construction of index number:
Purpose of index number
Selection of base year
Selection of goods and services
Selection of the prices of goods and services
Find the average prices
Selection of method of weighting
Selection of formula
Or
An index number is a statistical measure designed to show changes in a group of related variables.
Some important uses of index number are as follows:
Measurement of change in the price level
Useful to business class in their planning and decisions
Information regarding production
Adjustment in salaries and allowances of the workers
Help to ascertain standard of living of people
Useful to government in determining its monetary and fiscal policies.
18. (c)maximum
19.(b) Downwards sloping and convex to the origin
20. b) Rs 750

21. b) more elastic

22.d) 3

23. ) average cost

24. a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of Assertion (A)
25. d) both (b) and (c)
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26. Marginal Cost must be rising
27.b) MR = MC
28. Marginal cost is an additional cost corresponding to an additional unit of output. Additional cost cannot
be fixed cost, it can be variable cost. Accordingly, the sum total of marginal cost corresponding to different
units of output becomes Total variable cost. (2 marks)
Diagram 1 mark
29. Price is determined by the forces of market demand and market supply. Firm sells its output at the given
price. Therefore, a firm under perfect competition is a price taker, not a price maker. The number of firms
selling a product is so large that no individual firm can make any meaningful difference in the total market
supply. Accordingly, an individual firm cannot influence the market price. A firm is to take the price as
given.
30. PPC is drawn on the assumption that the given resources are fully and efficiently utilized.
Unemployment is a situation when resources are not fully utilized. It would mean that the economy is not
operating on the PPC but somewhere inside the PPC. PPC would not shift.

OR
What to produce is essentially the problem of choice: what quantity of goods is to be produced. More of one
good must lead to lesser production of the other. Because, resources are given and technology is constant.

31. law of diminishing marginal utility states that as more and more units of a commodity are consumed,
marginal utility derived from every additional unit decline. Psychologically, intensity of desire for a
commodity decreases as more and more units of a commodity are consumed. (2 marks)

Table and diagram (2 marks).

32. Buffer stock is an important tool of price floor. Floor price is minimum price higher than the equilibrium
price. It is fixed by the government for sale of a good in the market. The government buys the surplus stock

of the famers at the floor price if they fail to sell in the market. The government creates its own buffer stock
by buying the surplus stock. Thus, buffer stock is a tool of the price floor.

33. In equilibrium Px = MUXx (in terms of money). The consumer will continue purchasing more of a
commodity so long as MUx > Px even when MUX is decreasing.

OR

Consumer’s equilibrium refers to optimum choice of the consumer. It is reached when he maximizes his
satisfaction. In terms of indifference curve analysis, the consumer reaches his optimum choice when two
conditions are satisfied:

MRS = Px/Py

Slope of IC = slope of price line

At the point of equilibrium, IC and price line are tangent to each other.

IC is convex at the point of equilibrium.

It is assumed that the consumer is spending his given income on Good X and Good Y only and Px and Py
are given in the market.

Diagram — 2 marks.

34. a) Law of Variable proportions states that as more and more units of the variable factor is combined with
the fixed factor, marginal product of the variable factor may initially rise, but eventually a situation comes
when marginal product of the variable factor starts declining. Marginal product may become zero an even
negative.

b) i) Fixity of the factor

i) Imperfect factor substitutability

iii) Poor coordination between the factors
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UNSOLVED SAMPLE QUESTION PAPERS

SAMPLE QUESTION PAPER-1
GENERAL INSTRUCTIONS:
1. This question paper contains two sections:
Section A — Statistics
Section B — Micro Economics
2. This paper contains 20 Multiple Choice Questions type questions of 1 mark each.
3. This paper contains 4 Short Answer type questions of 3 marks each to be answered in 60 to 80 words.
4. This paper contains 6 Short Answer type questions of 4 marks each to be answered in 80 to 100 words.
5. This paper contains 4 Long Answer type questions of 6 marks each to be answered in 100 to 150 words.

g e

1.SAUY HH IS -

s U -Hi

TS ot - g e

2. THUR H 20 Sgfasmedia uy 8, for I Ul 1 3l 13|

3. ZYUR A4 T INAUY €, FoFH T UAS 3 31 o1 5, SHH1 IR 60 T 80 Weq| H ST |

4. TYURH 6 TY ITRIA UH 8, o0 T TP 4 3 H1 g, FoFHT IR 80 ¥ 100 Vel H B
5. ST TR T 4 < SIRA Y €, o8 I TP 6 31T &1 7, foFehT IR 100 T 150 Tsd! A ST

QNO SECTION A- STATISTICS

1 Which of the following statement can be called Statistics?
(a) Technology of Japan is very advanced
(b) Dhanveer has a 2000 rupee note in his pocket.
(c) India has Per Capita Income of Rs.20,000 per annum
(d) USA is the richest country in the world.

frafiad # § f5d wu= &) ifeae e S Thdl 87

(a) STTUH P dh-t Sgd I9d &

(b) &R BT S H 2000 T HT e B

(c) ¥R &1 Ufd e 311 20,000 ¥ Ul I8 §

(d) T 1T SRR g1 BT Tat ofR < 71

What is the name of the monthly price index that takes price changes in consumer goods and
services and uses it to determine changes in the price of those products over a period of time?
Wholesale price index

Consumer price index

Paasche’s index

None of the above

RIS Heg GaH i BT 14 1 8 S IUHIGT aegait iR Jarsii # geo uRad= aar g ik g1
meﬁwmaﬂmﬁuﬁaﬂ?ﬁaﬁiﬂm%ﬁmwév

a) A G JaADhidh
b)wmwngqﬂjw

BT JIBTD
d)maaﬁﬁaﬁéﬂé’f
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Identify the correctly matched item from column 1 to that off column I

B 1 W Hiad || ¥ Te! YAl 3MgcH & UgaH &

Column I Column IT

A. Histogram 1) Drawn by using frequency

Pic chart il) Drawn by using class interval

iii) Straight line curve

B
C. Frequency curve
D

Bar graph iv) Drawn by joining mid points

a) A—ib) B —iic) C—iiid) D-iv
Which of the following statement is/are TRUE?
i. Collection of data is the first stage of statistical study
ii. The data collected from the source of origin for the first time is known as internal data
iii. The collection of information through a questionnaire is a method for the gathering of
secondary data
Onlyi, b)iandiii c)iandii d) i, ii and iii
faiied & 9 &F 91 $Y9 94 8/8
i. 3fips! BT U FifADIT 31T BT Ugell I0T §
ii. 7 I J Ugel! §R U U 1T i s! Pl 3fiaRe Sel & =0 § S ol §
iii. T o ATEH ¥ TSR] &1 W98 fgdiae Sel Uehd &3 & U [ §
a) Had i, b) i M iii o) i 3 ii d) i, ii 3N jii
Read the statements carefully and choose the correct alternative among those given below;
Alternatives:
(a) Both the statements are True
(b) Both the statements are False
(c) Statement 1 is True and Statement 2 is False
(d) Statement 2 is True and Statement 1 is False
Statement 1: Median value is based on all the items of the series
Statement 2: Mode of a series cannot be graphically located
OR

Read the statements carefully and choose the correct alternative among those given below;
Alternatives:
(a) Both the statements are True
(b) Both the statements are False
(c) Statement 1 is True and Statement 2 is False
(d) Statement 2 is True and Statement 1 is False
Statement 1: Arithmetic mean is not affected by extreme values
Statement 2: The Mean Value always figure out in the series
FHY! BT TAYLD Ue 3R 1 fou 7 el & T 98! fawed I,
faweu:
(a) Al HUT IA §
(b) GFIl HUT 3T §
() FYT 1 T § AR HYT 2 3 A §
(d) FUT2 A § AR HUT 1 3A §
HYT 1: AT A e & 9t Ael iR snenla giar g
DY 2: YA D] gaD AMbd =U Y (R el foar o1 gevar

T
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FHYl B YD Ue 3R - 3T U fawedt & & ug fadwed o

fawe:

() A PYUT T §

(b) ST BT ST §

(0) YT 1 9 § AR HU 2 3T §

(d) FUF 2 T § 3R BT 1 A 3

DY 1: B0 HIeH TRY A Y UHTd 1 gial

HYT 2: HIeg A FHT SRaa § S ua aean St 8

Array gives some orders to data by placing the

a. Both Highest magnitudes first followed by other magnitudes in descending order and
Lowest magnitude first followed by other magnitudes in ascending order

b. Lowest magnitude first followed by other magnitudes in ascending order
c. Highest magnitude first followed by other magnitudes in descending order
d. None of these

Wt 3eT B $B HH <t 8, o

a. 9aY 3{fYh URHATU Ugd, 3P 91 3faRTa! H H 3= URHATUN 3R I HH TRHT Ugd,
I J1G 3RIs! HH H 3= GRHATUT

b. T§Y HH URHATU Ugd, SUP §1 3Rl A H 37 TiRAT|

c. a9 Y TRHATU Ugd, 39D d1G 3fdRie! H H 37 GRHATN

d. 370 A PIs et

Read the following statements carefully and choose the correct alternative from the following 1
Statement 1: An index number is a statistical device for measuring absolute change in a group
of related variables over different time period.

Statement 2: Consumer Price Index measures the average change in retail prices paid by the
consumer for a specified basket of goods and services.

(a) Statement 1 is true and statement 2 is false.

(b) Statement 1 is false and statement 2 is true.

(c) Both statements 1 and 2 are true

(d) Both statements 1 and 2 are false

frafaied wuAl & eFgde ue ok fFaffed o @ w6t fawe 5|

FHYT 1: qaD D e it To oiafty & defrd =R & g & quf ufkac &! Ao & forg ue
. ma?n%I 3ff SR Tarell 31 T Y b & fore Iuvia
HYT 2: ITHITA Yoo JaADH D ] TH JUHIET gRI
YA $1 718 WGl HIAdl # 39d URad- & AT ]

@ HYT 1 T g AR HYF 2 3 7|

@) HYT 1 3T g R HYF 2 TI B

@ FYF 1 3R 2 A TA

@ HUT 1 3R 2 ! 3 §

Identify the degree of correlation of the given diagram

fau U ema & Tgdey B fSift ot ugaH B

Varlable £}y

[=]

variable {X)
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a) Perfectly positive correlation b) Positive correlation
c) Perfectly negative correlation d) negative correlation

a) IUIG: UHRIE® TgdaY  b) GHRIHAD Tgaay

¢) IUIa: THRIAD Tgaey  d) THRIAD Tgasey

Read the following statements — Assertion (A) and Reason (R). Choose one of the correct
alternatives given below:

Assertion (A): Median is called a “positional average’.

Reason(R)- Median does not take in to account the values of all items in a series.

(a) Both Assertion(A) and Reason (R) are true and Reason(R) is the correct explanation of
Assertion (A).

(b) Both Assertion(A) and Reason (R)are true and Reason(R)is not the correct explanation of
Assertion(A)

(c) Assertion (A) is true but Reason (R) is false.

(d) Assertion (A)is false but Reason (R)is true.

fAafafad syl @1 ug - W%W(A)ﬁ?W(R)Fﬂ%%QW?@ﬁWﬁ@W?ﬁI
BT (A): FTferenT B FRuforTd 3had” Fat

PRI (R) - m@m%mﬁmﬁmﬁ%uﬁﬁwﬁﬁwﬁ%l

(a) THBYT (A) 3R BRUT (R) G I & 3R BRUT (R) MHBUT (A) Pt Ta! RS g |

(b) 3HYT (A) 3R HRUT (R) T TA § 3R BRU (R) HHUT (A) B Te! ARAT T8l 5|
() 3MHBYT (A) T § Afhd BRI (R) 3

(d) 3MHBYUT (A) 3T g AT BRI (R) I B

Which of the following value occurs most frequently in the series?

a. Median

b. Mean

c. Quartile

d. Mode

fafafed & 9 &F 91 a9 ga & qe9 S TR 311dl 67
a. AT

b. T

c.ﬂﬂ%

d. 9gAD

What is base year? What are the desirable properties of the base period?
OR

What is Consumer Price Index? What are its uses?

YR T8 o1 82 SMYR 3(afY P IS T[0T 1 §7
Il

IUHIHT Hed JaAHIh 1 82 3B a1 SUTNT &7

Direction: Observe the data given below and answer following questions(12a,12b&12c) onn
the basis of the same.

In the first fortnight of August, tree plantation programme was organised in a school. After
one-week height of planted trees was measured and tabulated as under:

ﬁ%mﬁﬂ%ﬁuwa@m@mﬁmﬁeﬁ?mwwwmuﬁ (12a,12b&12¢)
IR
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W%qﬁm@ﬁ,wwﬁjﬁqmw S{TAfoTa foram T o, foridh T Iwig
G T U UST I SHams Al T8 3R MEIR IR0eS &1 Ts:

Height of 10-30 30-50 50-70 70-90 90-110
plants

(in cm)
Number of | 20 15 25 30 10
plants

Midpoint of class 70-90 is:
Tt 70-90 &1 HeAfelg ©:
(a) 70 (b) 75 (c) 80 (d) 90
Total number of plants above 50 cm in height:
50 It & 31fie FHars ara Wl & FoT W
(a) 40 (b) 30 (c) 55 (d) 65
Total number of plants with height less than 70 cm:
70 YT ¥ HY FdTs ara Urell Bt o TR
(a) 60 (b) 40 (c) 35 (d) 25
Draw a pie chart with the help of the following data
fafiRad Se1 ! Jerar § Urs 91c §1¢
ITEMS EXPENDITURE (in Rs.)
Food 87
Clothing 24
Recreation 11
Education 13
Rent 25
Miscellaneous 20

Or
In X1 th class, there are 140students, out of which 80 are boys. Out of total 80 boys, 40 boys
belong to science stream and 25 belong to arts stream. There are 10 girls in science stream
and 45 in commerce stream. Prepare a suitable Table.
TREd Fef H 140 faemdf § 58 ¥ 80 TS &1 HoT 80 ASHI A W 40 TSP [AFH KA I &
3R 25 HAT I A || fogm K H 10 asforar iR arforsg T & 45 Tsfdhal ¢ | Th Sugad
BT IR BR |
Calculate the Arithmetic mean from the following series

fafeiRad e O fwfordta T1ed &t 7T B
Marks 5-15 15-25 25-35

No. of students 7 13 14 10 6

Following marks were obtained by 25 students of a class in mathematics paper.
19,13,12,25,32,12,31,19,21,23,27,41,29,30,45,39,33,40,17,11,20,26,14,41,15.

(i) Construct a frequency table with class intervals are inclusive, taking the lowest class as 10-19
(ii) Find number of students securing marks (a) more than 30 (b) less than 29.

T & TR H U Hall & 25 BE gR1 Fafafaa sie urd fee 1|
19,13,12,25,32,12,31,19,21,23,27,41,29,30,45,39,33,40,17,11,20,26,14,41,15.

(i) o af @Y 10-19 A U T SfaRTal &1 AT R §U U SRR JRUT S8
(ii) 37 UTW B T BT Dt TBAT JTd BIE  (a) 30 T 3AAF  (b) 29 T FHHI
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a. Explain the types of correlation (on the basis of direction of change) briefly.
b. Calculate the Spearman’s rank correlation between the marks in Economics and Mathematics:

%, JeIeY & USRI [URad 1 3= & YR W) P Jay § gHgm|
G, YR 3R IO H 3ip! & s TWRRE Yb gAY D1 TUMT HY:

Marks in Economics 25 |14 |30 |38 |20 15 26

Marks in Mathematics 18 |14 |10 |12 |11 15 20

OR
What is correlation? Differentiate between Positive and Negative correlation. Also find the
correlation of the following as positive or negative.
Price of a commodity and its quantity supplied.
Number of strikes and factory’s production.
TEHEY 1 8?2 GHRIAD 3R THRIAD Teuat P a1d R B | 39 3, fFafafad &1
DB RIHD Y[ AhRIHD ﬂ?ﬂﬁ'ﬂ?ﬂﬁﬁl
Tt aeg Bt PIAd IR ST Y[ B 718 AT
(ii) TSATA! B TBT 3R PRI BT IATG |
Locate median graphically for the following data and verify it.

fafafad sifws! & fag AifeesT o Mitve U I F1d ST 3R sH! g i

Marks 0-10 10-20 20-30 30-40 40-50 50-60
No of 6 7 8 10 16 3
students

SECTION B- MICRO ECONOMICS
A fall in income of the consumer (in case of normal goods) will cause:
(a) upward movement on the demand curve
(b) downward movement on the demand curve
(c) rightward shift of the demand curve
(d) leftward shift of the demand curve
I 1 31 H FTRTaC (AHH aegsif o A1 H) & HRT gRT:
(a) T dh TR BW BT 3R T
(b) TR dh WR - BT 3R 7Ifdt
(c) AT Ieh &1 GT% IR RGBT
(d) |7 I5F &1 aTs 3R TP
In the following question, a statement of assertion is followed by a statement of reason. Choose the
correct answer out of the following choices.
(a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of
Assertion (A)
(b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct explanation of
Assertion (A)
(c) Assertion (A) is true but Reason (R) is false
(d) Assertion (A) is false but Reason (R) is true
Assertion (A): Production Possibility Curve is also known as Indifference Curve.
Reason (R): Slope of production possibility curve is marginal rate of transformation.

%;ﬁf@aq%rﬁ,wamﬁéiawwwwmﬁﬁmw%lﬁaﬁr@aﬁﬁq‘fﬁ@mﬁw
|
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(a) BYF (A) 3R HRUT (R) G I & 3R HRUT (R) HUF (A) DI Jg! TRSAT B

(b) BYT (A) 3R BRI (R) G Id & 3R BRI (R) U (A) B Ta! IR a1 g

(c) BUT (A) T § Afh- BRUT (R) T g

(d) BYT (A) 3T § AP HRUT (R) I g

BHYT (A): IAUTG YHTGT I BT ST d5h P TG | Ht ST o1 8

PR (R): SIS JHTGHT deh BT AN YR B! HiHid a2 gl

A consumer is consuming two goods X and Y and is in equilibrium. The prices of Xand Y are Rs.10
and Rs.20 respectively and Marginal Utility of Good Y is 50utils. What will be the Marginal Utility of
Good X? (Choose the correct alternative)

(a) 100 utils

(b) 25 utils

(c) 250 utils

(d) 15 utils

T IUHIET &l T3 X 3R Y BT ITHRT HR 6T § 3R g A g1 X 3R Y I HIAd HH: 10
FUT 3R 20 ¥ § 3R a%] Y B! Wi STARIAT 50 gfed &1 a¥g X B SHid Sufar a1
AU GRACEIRER)
(a) 100 gfed
(b) 25 gfed
(c) 250 gfed
(d) 15 gfed
A shift in budget line, when prices are constant, is due to:
(a) change in demand (b) change in income
(c) change in preferences (d) change in utility
9 BIFd RR Bl 8, O aoie Y1 & sard fgfeied ero 3 g 6
k| (b) 3T § URad
(d) SufTar & aRad=
Read the following statements carefully:
Statement 1: The gap between AC and AVC keeps on decreasing with rise in output.
Statement 2: For necessary good price elasticity will be more than unitary elastic
In the light of the given statements, choose the correct alternative
a) Both the statements are true
b) Both the statements are false
c) Statement 1 is true and statement 2 is false
d) Statement 2 is true and statement 1 is false
or

The total cost of producing 8 units of output is 75 rupees. If average total cost of producing 9 units is
10 rupees, then what will be the marginal cost of this level of output?
(a) 25 (b) 90 (c) 15 (d) 80

Fafaied Hu= & e gE® Ue:
P 1: ST H f F T AC 3R AVC & 8l BT 3R HH &Iefl Tl 8
HYF 2: MALIH T b foTU Yo Al SH1S Al o 31feres gift
fou U Syl & UHRI |, Tg! fadhed g
a) Gl HYT I §
b)ﬁ%ﬂ?&w%’
) BYT 1 T § AR HYF 2 3T §
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d) BYT 2 I § 3R HYT 1 3T @

3l

JdTE B 8 IHTRAT &b IdTed Bl Hol AN 75 T B T 9 SHISUT & IdIe Bl 3NGd Bl
NI 10 YA 8, A IdTE & 59 TR B YA AT o1 gHir?

(@) 25 (b) 90 (c) 15 (d) 80

Identify the Elasticity of supply of curve A and B from the following diagram:

frafoiad S ¥ a% A 3R B &1 3MYfd Pt @ Bt UgaH &

h 4

QUANTITY

A(Es>1),B(Es<1l)

A(Es<1),B(Es>1)

A(Es>1),B(Es>1)

A(Es<1),B(Es<1)

An increase in the price of electricity will cause the demand for electric appliances to:
Rise (b) fall (c) constant (d) none of the above

fasTell o1 HiUd ¥ 9fg I faggd Iuson &t 9T d gfg gift:

a)ds  (b)iR@e 0 RR (d) S H § PIs el

Read the following statement given below and choose the correct alternative.
Statement 1- When price is constant, the revenue from every additional unit is equal to
average revenue.

Statement 2- AR=MR, when price is constant.

(a) Both are correct

(b) Both are incorrect

(c) Statement 1 is correct and statement 2 is incorrect

(d) Statement 1 is incorrect and statement 2 is correct

= fou T YT o) ug iR et faded TH |

HYF 1- od HIAd fRR B 8, O Tl AT IhTs T U oId 3R oG & RIS Bil
81 HYF 2- 99 B RR 8t 8 O AR=MR BT 5|

(a) A R §

(b) G TTeTd §

(c) HYT 1 T § 3R HYT 2 7Tad §

(d) YT 1 TTAd § 3R HY 2 Tt 8

Which of the following is an example of a fixed cost?
The wages and salaries of employees

The interest on fixed capital

The electricity bills
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None of the above

fafafed & ¥ &9 91 fRRR AR &1 3360 62

() HHATRTT B Holgd 3R I

(b) RR Yol )R =1

(c) ToroTedt foret

(d) SR & ¥ P o1

Read the statements carefully and choose the correct alternative among those given below:
Statement 1: Price ceiling is generally imposed on essential items and is fixed below the
market determined price

Statement 2: Price Ceiling is also known as Minimum Price Ceiling

Alternatives:

(a) Both the statements are True

(b) Both the statements are False

(c) Statement 1 is True and Statement 2 is False

(d) Statement 2 is True and Statement 1 is False

FHYAl BT A Y Ug 3R A 3w e fawedt # 9 et faswey

amyﬁgﬂma{maﬁwv TS T TR TG St § 3R IR gR1 Faffd gea @ =
T

HYF 2: T ST DI YAdH Jod AT & =0 J 1} S11 Sl 8

(a) QHI PYT TA B

(b) T HYT ST T

() YU 1 T § 3R YA 2 3T §

(d) PYT 2 G & 3R HY 1 3 &

“An economy always produces on, but not inside, a PPC’. Defend or refute the statement.
Or

“Scarcity and choice problem go together” Do you agree with this statement? Give reason in

support your answer?

W\’:%Tw?ﬂ%ﬂgﬁ?{ﬂ PPC TR ITGT B! ©, Afcpd I 3R Tl | 39 HUT HT 5919 DL T
W B

g7
"HH! 3R oo Bt JHT Teb ATY Felcll 87 T 31U 39 DYT I YGHA 57 30U IR b G
H BRI §d
Explain the implications of the following features of perfect competition.
(i) Homogeneous products
(ii) Freedom of entry and exit to firms

qof gferae! ot FafaRad favarstt & fAfgdrdf @ saren &1

(i) 9T 3T

(ii) T B TR 3R B BT W=

A consumer has total money income of 250 to be spent on two goods X and Y with prices of 4
25 and 10 per unit respectively. Based on the information given, answer the following

questions:

a. Give the equation of the budget line for the consumer.

b. What is the value of slope of the budget line?

¢. How many units can the consumer buy if he is to spend all his money income on good X?
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e. How does the budget line change if there is a fall in price of good Y?
or
a) What do you mean by Elasticity of Demand?
b) The market demand for a good at X 4 per unit is 100 units. Due to increase in price, the
market demand falls to 75 units. Find out the new price, elasticity of demand is (-)1?
TP IUHIAT & U 250 B! Hd & 31T g Ford & agaft X 3R Y WR T &1 § foran! did
HURN: 25 3R 10 WA SHTS 51 & T8 TFHRI & YR R, Faforiad usi & Iw <
a. IUHIIT & foIT Soie 361 BT FHIDHR &
b. TOIC YW1 & G BT AH 1 87
c. gfe IUNTAT DT 3Ot IRY & 3T I X R T b1 § dl I8 [T sh1zal Wile bl 82
e. ¢ a¥ Y B! HIAd H R1GE Fidil § ol Soic 3@T Hd Saadl 87

g
a) T &1 A ¥ 3MT0 1 THSd 67
b) % 4 Ufd gfic W & avg ﬁwmﬁmo??%l PId g5 F ISR B T geahr 75 giHe
G TS §. 7S P 1 BTG, HHT B A (-)1
From the following table find out the level of output at which the producer will be
equilibrium (use MR-MC approach). Give reason for your answer.

dTierehT ¥ JTG BT 98 TR JTd HITE o TR IdTGe Hger | gl
(TSR -TH EVBI0T BT TN H) | 30+ IR & [ HROT G|

OUTPUT AR (Rs) AC (Rs)
12 4

11 5
10 6
9 7
8 8

The market for a good is in equilibrium. How would an increase in an input price affect the
equilibrium price and equilibrium quantity, keeping other factors constant? Explain using a
diagram.

Tl o & foru SR g # 81 397Y¢ Hed | gf 30 SR & fRR [ §T Ao Jed

3R T AT Y H THIFAd Hl? Teh 3RW BT SUTNT B JHSM

State giving reason whether the following statements are true or false:

(a) Lower indifference curve represents higher level of satisfaction.

(b) At the point of consumer’s equilibrium Marginal Rate of Substitution (MRS) should be
equal to the Ratio of prices of two goods X and Y (Px/Py).

(c)A budget set is a collection of such bundles of goods that give same level of satisfaction.

HRU Afgd Iars o Fafiafed $3= 94 ¢ a1 sha:
@) g IR 9% 3= AP TR &I i |
(@) IUHIET & e g TR TR &1 JHid X (THIRTY) & aegsif e 3R arg
e/ diars) &t Bt & U & SRR g1 AR
() SoTc Te a¥gsif & U dSdl &1 I8 § Sl Udfd &1 A TR ad |
State the different phases of law of returns to a factor in terms of behaviour of Marginal
Product (MP). Represent the same in the diagram.
(or)
Explain the effect of technological changes on the supply of a commodity?
Explain the law of supply with the help of a supply schedule?
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HHid IeTe (MP) & AER o HaH H bl dReP R ufdteel & fgw & fafiie =Rul 1 ard|
ERICINCEE R

(gm
a. for<i! o ®1 STYfd TR -] URACH! o THTT 1 SARSAT H?
b. MY ST DI TeTadl o MY & FaH &1 ARAT H?

UNSOLVED SAMPLE QUESTION PAPERS
SAMPLE QUESTION PAPER-2

General Instructions:

All questions in both the sections are compulsory.

Marks for questions are indicated against each.

Question numbers 1-10 and 18-27 are very short-answer questions carrying 1 mark each.

Question numbers 11-12 and 28-29 are short answer questions carrying 3 marks each.

Answers to them should normally not exceed 60 words each.

Question numbers 13-15 and 30-32 are also short answer questions carrying 4 marks each. Answers to them
should not normally exceed 70 words each.

Question numbers 16-17 and 33-34 are long answer questions carrying 6 marks each. Answers to them
should not exceed 100 words each.

HHY :

i) T SIFHTTT H Tt Ut sifard €1

ii) Udeh U% &b G 3ich ST T |

iii) T TRAT 1-10 3R 18-27 31 TY ITRIT U €, TP UH 1 3 B G|

iv) T% =T 11-12 3R 28-29 Y ITRIT U § o0 I TS & Q1T 3 3fah & | b IuR ATHIG: 60 Weal A

31f¥rep 81 B =13

v) T8 T 13-15 3R 30-32 1t Y I 0% & ForH § U & o 4 3iap §1 37 IR IHIRIa: 70 Vel

3{fere T8l B =Y

égs%a?m-w 3R 33-34 21 ITIT UY & 0 T UAP 6 3ih BT 3| AP BT IR 100 Vel T 34 gt
|

SECTION A (STATISTICS)

1.In plural sense, which of the following is not a characteristic of Statistics? Q)
a) Aggregate of data
b) affected multiplicity of causes
c) only expressed in words
d) collected in a systematic manner

Sgaa o & Ffafed o & o1 wifers! o faivar 7 82
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T) ST &1 =y

) SR B Sgardr d gyTfad

I Had Weql H suad fhar T
) AR TR T T fhar T

2.Which of the following statement is incorrect?
Resources have alternative uses

All numbers are Statistics

Statistics studies only the aggregates of quantitative facts
Macroeconomics studies aggregates.

frafoiea & @ o W HyF Tad g2

&) T P Jebiedres TN I &

b) T Tt Wi §

) Tifteges! had AETHS T & T 6T T Bl &
) T SRiRRd T &1 3eqg SRl g |

3. Which of the following is an economic activity? (1)
a) Production b) consumption
c) distribution d) All of these
fofafed 3 3 o @ v siffes wfafafy g2
Q) JdTe o) @ud
) faaror SRR

4. Read the following statements carefully and choose the correct alternative from 1)
the following:
Statement 1 — Primary data are original and secondary data are already in existence and therefore, are not
original.
Statement 2 — Primary data need adjustment to suit the objective of study in hand. Alternatives:
a) Both the statements are true.
b) Both the statements are false.
c) Statement 1 is true and Statement 2 is false
d)Statement 2 is true and Statement 1 is false
AR Byl @l AYd® U¢ 3R 78 3 et fdebed I
HYF 1 - MU ST § 3R o Serusd 9 8 sida & € iR s9fae, 4o 181 5 |
FY 2 - UTUTHS STT B! ST & 36T & S AR & ATIRISHdl ¢ | [ddHea:
Q) G HUA T G
&) S FUF AT B |
H) FUT 1 T § IR HYF 2 7T §
) FUT 2 T § IR FHYF 1 7T 5|

5.Which of the following method is used for the estimation of population in (1)
a country?
a) sampling method b) Both a) and (b)

¢) census method (d) None of these

forelt ST T SR & SfTehad & ford Faferiea & 9 fow fafd &1 uai fasan s g
) TR fafy ol a1 g) 31R (&)
T SO fafy RIESEECIERE]
6.Pilot survey is conducted to assess (1)
Quiality and suitability of questions
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Performance of enumerators
Cost and time involved in the final survey
All of these
3T e & o UTere Td R STl 8
T) Ueft o T[UTa 3R Sugadr
) RTUIDT T U=
) siferd e & =niAe AnTd SR I0g
) a
7.Which of the following refer to geometric form of data presentation? (1)
Bar diagram b) pie diagram
c) histogram d) Both a) and c)

fafeRad & 3 & SeT TRdfa & g U &1 Tefid Hdr g2
T) IR 3G o) UTS 3R
o) fectom SIEEIRYIEIREC)

8.Arithmetic mean of thee items: 10, 15, X, 20,30 is 20. Find out the missing (1)
item.

5 b) 15

)10 d) 25

3T SHTSCHI BT BT HILH: 10, 15, X, 20,30 20 § | T BT T TIY

05 dl) 15

{10 3 25

9.When two variables change in a constant proportion, t is called:
Linear correlation b) non-linear correlation
c) Partial correlation d) none of these
T 1 TR Ueh fRR 3Urd & 9&ad &, dl t Hal ofTdl &
1) & Tgdey &) IRIFF Tedsy
T 31T gedey HsTH A IS Tal

10.Mode refers to that value of a series that occurs times in a series. (1)
Zero b) infinite

) Minimum d) maximum

S foedt g & 31 A B! Teftfa avdr § o U gRaen o IR MM

Q) A oft) 3

Il =gaH SEEIREXE]

11. Define mode and discuss the merits of mode.

e &1 aRuTid Y 3R A & 7ol W =i 1 |

12. Calculate the median from the following data set: 10, 15, 20, 25, 30. (3)
fafefad Serde 9§ wifegie! & TUHT 61: 10, 15, 20, 25, 301

13. “A good sample is based on correctness and continuity.” In the context of (4)
the above statement, explain characteristics of good sample.

Qtﬁa{gmw 3R FARARAT TR SR BlaT 8 1" SURIGd U & e H, 3/ T Bi faiwarsii o
TR Y|
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14.What precautions must be taken while preparing a questionnaire? 4)
Or
Net domestic product by industry of origin is given below. Present the data
in the form of a pie diagram.

Sector %share
Primary 16.2
Secondary 25.4
Transport 27.5
Finance and insurance 18.1
Social services 12.8
Total 100

TG IR HId JHY T FIGUTHAT sSR! Mg u?
T

Tl SN §RT Y IR SMTE -1 a1 771 8 | ST R B

TS 3RG & ¥Y H|

Tacx %Y
PIDIEES
Hreatie
gfagd
fa eR ot
TS Jard
od

15.Calculate coefficient of correlation for the ages of husband and wife.

Age of husband 24
Age of wife 20

afd 1 3Y 24
Tal d1 U 20

afdt 3R Uell &1 3 & foTd Tedse 0T Bt 0T Y

16.Describe the uses of index number. What considerations are to taken into (6)
account while selecting the base year for the preparation of an index number?

OR

What do you mean by index numbers? Describe briefly the problems involved

in the Construction of index number of prices.

Iehich TR & ST ST3d | fobeT Sl &7 & a1 8

i T IR B & [T SR T8 BT T HRd THT T &1 g1 M2

|
R TS q HTT T T o2 U0 e qrwnay o7 Jay § qui ¥
DIl DI GAD D W b FHfur |

17.Define correlation and properties of correlation coefficient.

TeHaY 3R TggaY 0T & 0N ! TR B |
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SECTION B (MICROECONOMICS)

18. Read the following statements- Assertion (A) and Reason (R). Choose one of the @
Correct alternatives given below:

Assertion(A): Consumer demand will change only if price of the product changes.
Reason (R): Consumers are more sensitive towards price change.
Alternatives: -
Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of Assertion (A)
Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct explanation of Assertion (A)
Assertion (A) is true but Reason (R) is false.
Assertion (A) is false but Reason (R) is true
frafeRad 3= ug- amar (@) 3R SR (3R) | 1 fou e Oe faswent 7 § ueh g
31T (T): IuHTadr g1 avft geaft 519 Idre &t HHad Seari|
BRI (3R): ST G IRad &b Ul 31 GaeTzhia g1

fap ey -

T) 1T (T) 3R R (3R) ST T & 3R BRI (3MR) 1 (T) T TeT WHIH0T S

o) <@ (1) 3R BRI (3R) ST T & 3R BRI (3MR) €4 (T) BT e WSTHR01 781
) <rar (T) I § A HRUT (3MR) TId |

8) <1aT (T) eI § Afdh BRI (3R) T 3 |

19. A shift in budget line, when prices are constant, is due to: (1)
a) change in demand b) change in preference
c)change in utility d) change in income

T B IAd RR TG 8, I Soic 391 | gedrd fhdd PRSI §:
Q) HiT H deara ) Ui § deara
I Iuaifirar A uRad= 3 g A gRad

20. Demand for which type of good falls with rise in income?

a) Inferior good b) Substitute good

c) Complementary good d) Normal goods

fg UPR B ae B HT 3T H gfg b T et B2

Q) 9 3t ) RIFT 33T

) R a5 ) T O

21. How will a fall in price of tea affect the quantity supplied of coffee? (1)
a) Quantity supplied will decrease b) Quantity supplied will increase

c) No change in Quantity supplied of Coffee d) None of these

T B! B H TRIGC T HIh! BT Y &1 HET TR 1 THE TSR
a) 3ATYfcl & AT °C ST b) 3ATYfcl & AT 4G STt
) B! B SMYfef Bt AT A IS deard el KIESEEEIERE]

22. A firm under perfect competitionis __ .

a) Price taker b) Price maker

c) Price influencer d) All of the above
Ul G & i U e @

T) A o arell CIEIEREGISEIS
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T pHEdUYGd HRA AT 81 IWiad I

23.The shape of Average Cost Curve is due to the behaviour of:

(a) Law of Marginal Rate of Substitution  (b) Law of variable proportion
(c) Law of constant returns to factor (d) None of these

3T AT b BT SHTBR e TTER P BRI BT B

Q) Ui I NAd R BIHET o) IRAA1 ST P

M IRERRRNASTHET S STHIA DS ol

24. Subsidy on the production of a commaodity causes:
a) increase in supply b) decrease in supply
¢) no change in supply d) both a) and b)

forft aq & JaTe IR oS! BT HRUI T &:
) 3Mgfd ¥ gfs b) 3Tgfcl & B
Fﬂ) 3l & IS Faaa Ta! s"naﬁrm 3R
25. Read the following statements- Assertion (A) and Reason (R). Choose one of the (1)
Correct alternatives given below:
Assertion (A): Total product increases at increasing rate only when marginal product increases.
Reason (R): TP falls or rises so long as MP is Rising or falling
Alternatives: -
a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct explanation of Assertion (A)
b) Both Assertion (A) and Reason (R) are true and Reason (R) is not the correct explanation of Assertion (A)
c)Assertion (A) is true but Reason (R) is false.
d) Assertion (A) is false but Reason (R) is true.

frafefad By ue- aar (U) 3TR BRI (3R) | F19 3T 7u 9! faseat § 3 U -
B (T): F ITE aHl g R T Tgdl & 5d WHd IS TaaT g

HRUT (R): TG Td T FRT A1 Tl & ofd b TAUT 9 Y81 & AT R @I 8

T) 31T (T) 3R BRT (31R) S T & 3R PRI (3AR) T (T) T T THHR0T 3

o) 31T () R RO (3IR) 1 T € 3R BRI (3(R) &1 (T) b1 el THIBR0T e &
) <raT (T) I § Afpa HRUT (3MR) TeId |

1) ETa1 (T) TTed § Wb HRUT (3R) T 6|

26. Average Revenue: (1)

a) can be negative b) cannot be negative

c) is zero when TR is zero d) both b) and c)

T TG

U) TPRIAG B Thdls &) TPRIAD el gl bl

WY TEAANRYIE I Al off) SR

27. Supply curve shifts forward due to: Q)

a) decrease in factor price b) increase of firms in the market

¢) high business expectations d) all of these

3MYfel ah fhs HRUT 3 T 7:

T) SRS Jod | HH! &) SR H WA 3 gfg

W) S AGES 3ulld S At

28. Why is the demand curve facing a firm under perfect competition perfectly elastic? (3)

gt ufaeasf & dgd ot B &1 17T 9 quidar dikeR i gidr g2
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29. Explain the relation between Average Cost and Marginal Cost. 3
OR
Why does the Average Fixed Cost curve never touch the “x” axis though it lies very
close to the x-axis?

3 ATd 3R A7 AN & g Sy TP B |

a1

3ra FAfEra arTd ok st oft ' s1er &) I KT B B, BT U8 §gd Yo ST @

x-31&f & e

30. Market economies promote disparities in income distribution even when resources are (4)

optimally utilized. Substantiate this statement.

OR

Explain what to produce as an economic problem.

;ﬁmﬁgﬁwwwaﬁwmﬁw S TaRITY 311 faaRur & RT3 ol S¢rar Sl & | 39 By &
I

q1
§a & 3nffes Toe & &9 § 1 Iaed BT 8|
31.Why does demand curve of a normal good slope downward from left to right. (4)
AT 3fes T 966 BT G a1 4 a1¢ a1 3R F gial g7
32. Explain the law of diminishing marginal utility. How does it affect consumer 4)
behaviour?

B A ST o1 fHoH TH=sd | 8 IUHIG TIER I o GHIAd HRdT 82

33. Answer the following questions:
a. What is the behaviour of Total Variable Cost as output increases?
b. Why is the TVC inverse shaped?
c. What is the behaviour of average fixed cost as output increases?
Or
Explain the different phases in the Law of Variable Proportion.
frafeRaa gl & IR SIoTe:
T) TG S+ IR $d IRAd-1T A1Td BT gdgR 1 gldl 82
) CHdRf &1 SR IeeT 71 gial 82
) IaTe Fg W 3{d FRIR AT 1 Id8R o1 Bldl 87

]
gREHIT 3UTd & o & fafid aRol &1 e &1 |
34.Show consumer’s equilibrium using indifference curve analysis with the help of diagram. Also analyze
the conditions of consumer’s equilibrium. (6)
ﬁjﬁ%ﬂgﬂﬂgw@ﬂmwﬁa@wmwmwmﬂww feamd | Jusiia dga &1 Rufadr
Cal I

UNSOLVED SAMPLE QUESTION PAPERS
SAMPLE QUESTION PAPER-3

General Instructions

I R
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# This question paper contains two parts:
T YUY T H & U &
*Part A— STATISTICS FOR ECONOMICS (40 marks)
YT T - 3R & fore wiRkeqapt (40 3id)

*Part B - INTRODUCTORY MICRO ECONOMICS (40 marks).
YT o - URaaTeTs Y& iR (40 3idh)

# Marks for questions are indicated against each question.
TS UH b I U & b 3ifhd B

# This paper contains 20 Multiple Choice Questions of 1 mark each
Y IR H 1 3/ & 20 Tgfaddla Uy §

# This paper contains 4 Short Answer type questions of 3 marks each to be
answered in 60 to 80 words.
ST UR T 3 3Dl & 4 T IURNT UY & o1 SR 60 H 80 Vel & &1 5

# This paper contains 6 Short Answer type questions of 4 marks each to be
answered in 80 to 100 words.
THUR T 4 3] & 6 TY ITNT UY & forTehT IR 80 T 100 Xsal H ST &

# This paper contains 4 Long Answer type questions of 6 marks each to be

answered in 100 to 150 words
ST YW H 6 3! &b 4 <Y ITIT U § =1 ITR 100 F 150 Wecl & ST &I

Q.NO Questions
Uy Y

PART A- STATISTICS FOR ECONOMICS
YT €- 3rf=d & fore giferast

Data represented through a histogram can help in finding geographically the
Mean b. Mode c.Median d. All of these

OR

Bar diagram and pie diagram come in the category of

Geometric diagram b. Frequency diagram

c. Arithmetic line graph d . None of these

feem & arend § UG Rid Ser Uiifas «u 3
qhaT 3
a. |4 b. SgD. c AT.

q1
@1 9N H 37T 3
a. AT 3R b. SATGRT 3G c. BT 6T UH
H A Pg Tl
Pre —testing of the questionnaire is known as
a. Sample survey b. Random sampling. c.Pilot survey
d. Non-random sampling

TYTIcH & Jd-URI&01 Bl 3 A1 § SIHT Sl §
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&, AT GA&fu 9. a5 THATHIUI 7. TRIAC qa&fur ¥, IR
A5 AYATHRU]

Identify from the following, which is the incorrect pair

Column A Column B
1. Median i Positional average
2. Mean ii. Based on all
3. Mode observation
iii. Ogives
(b) Only first  (b) Both first and third  (c) Only third (d) None

fafafea & T ugar fo Tod St o At g

PHITH A T
1. AT
2. /I

3. §gAP

(a) I UG (b) TS 3R IR G () Had dIIRT (d) Pl Aol

Identify which type of bar diagram is given here

0

a. Component b. Multiple c. percentage d. simple

Uga & fob T8 {5 bR &1 IR 3Ny fear mar g
. Uceh . UTS 1. U= 9. TR

Read the following statements carefully and choose the correct alternative from
the following:
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Statement 1: In case of perfect positive correlation, the degree of correlation lies
between +0.75 and +1.

Statement 2: When degree of correlation of two series is very small, it is called low
degree of correlation

a) Both the statements are true.

b) Both the statements are false.

c) Statement 1 is true and Statement 2 is false

d) Statement 1 is false and Statement 2 is true
PRI $U $ eryds U8 R HuRidd & & ud e 3t
g%t ol I RIAS TedeY & A H, Jgday Pt &I +0.75 3R +1 & &

I

HYF 2: Tq ol TSl & Ty o1 fSU g0 HH il &, a1 39 Tgusd ol
1 &I wgl ST 8|

a) Gl HYH I g
b) GIFI YU SR g
Q) HYT 1 TA ¢ AR HYF 2 3T §
d) FYT 1 3A 8 IR P29
Read the following statements carefully and choose the correct alternative from
the following:
Statementl1: While constructing index number, weights are accorded to different
commodities according to their relative significance
Statement 2: Index numbers help to ascertain the living standard of the people
a) Both the statements are true.
b) Both the statements are false.
c) Statement 1 is true and Statement 2 is false
d) Statement 1 is false and Statement 2 is true
fafiied wu= &) e gae® U iR fFafafad & 9 we faswed T
HYF 1: GADID ST Y, T aG3M D1 3D AUE Ted o 3R YR a1
ST §
HY 2: GAHIH AN P Siia WR BT U T H Aeg Hd &
a) Gl YT T 5|
b) T HU 3T &
) BT 1 T § AR HYF 2 A §
d) YT 1 3§ IR FYT2 T §
The total marks scored by all the students of class XI B in a class test is 420 with an
average of 15 marks. How many students are there in XI B class?
a. 37 b.27 c¢.38 d.28
HeMT X1 B & I BT GRT TP Hefl S W UTd Hdl 3{dh 420 8, forat ofid 15
3i@ | BT XI B H foha 8 87
a. 37 b.27 c¢.38 d.28
Under random sampling, each item of the universe has chance of being
selected
a. Equal b.unequal c.zero d. none of these
qrefes® Uidad & {did, Felie & Udd ax] & aai-d oI+ 1

UG BIell ©
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a. SR b. 3AM c. YA d. 399 I BIS Ta

Read the following statements- Assertion (A) and Reason (R .- Choose one correct
alternative given below
Assertion (A): Classification of data helps in simplifying and organising data for
analysis
Reason (R): Classification involves arranging data into different classes based on
common characteristics
Alternatives
a)Both Assertion A and reason R are true and Reason R is the correct
explanation of Assertion A
b)Both Assertion A and reason R are true and Reason R is not the correct
explanation of Assertion A
c)Assertion A is true but Reason R is false
d)Assertion A is false but Reason R is true

ﬁyﬁr@f{gwﬁﬁqﬁf- YHYT (A) 3R BRU (R - =19 3T 7Tt g} fapey
BT I
&ﬁ‘uaﬁuq(%):%amaﬁmmﬁw*méaﬁwaﬁ?m@HWﬁ
TG HRdl

PRI (R): IR0 § T AT & YR R Sl &1 fafts vt & soafyd
AT A §

famea

a) 3fUBHYT A 3R BRUIR G I & 3R HRUT R, AHBUT A B! et AR &
b) 3IfHBHYUT A 3R HRUIR GHI T & 3R HRUT R, ATHBYT A BT et RS

TeIT

<) fHBYT A T & Afh PRUTR 3T &
d) B YT A 3T & AP PRUR AT &

Read the following statements- Assertion (A) and Reason (R) Choose the correct
alternative given below

Assertion (A): While calculating median of the series the terms need to be arranged
in either ascending order or descending order

Reason (R): In median a central item is to be found which divides the series into two
equal parts
Alternatives
a. Both Assertion A and reason R are true and Reason R is the correct
explanation of Assertion A
b. Both Assertion A and reason R are true and Reason R is not the correct
explanation of Assertion A
c.Assertion A is true but Reason R is false
d. Assertion A is false but Reason R is true

mﬁgﬁ$ﬁﬁﬁ— FHBYT (A) 3R BRI (R) 74 3T U It Iove o1
T

SHUBY (A): YT D! TIBT DI MU HId THG Y| ol HRIG! hH T 3eRIg!
1 T FafYd A B! STaGHdl ara &

HRUI (R): HIHT H Th B HE ge1 8Idl 8 o §Tdl bl & SRIaR HIT H
fuiiSa war g
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a. ATHPYT A 3R HRUIR SHI II § 3R BRI R, ANBYT A HI Jet AT &
géégﬁﬁﬂQ/\GﬁiaﬂﬁﬂR?ﬁﬁTﬂRT%GﬁTaﬂﬂﬂR,&ﬁﬁfﬂq/\aﬁQEﬁéqﬂgﬂ
c. AfPYT A T g AfhT PRUIR 3G &

d. 3HYT A S g AP BRI R I §

Explain the following property of arithmetic mean with example

‘The sum of deviations of items about arithmetic mean is always equal to zero
OR

Following is the weekly wage earnings of 19 workers. Find arithmetic mean

Wages 10 20 30 40 50

Number of
workers 4 S 3 2 S

SHIIOTCY ATed o YR 10T ol I<T8Rr Uigd THS=Y
IO H1ed & SR T A & faaai o1 G §HMT Y & SRTeR gidl §

ﬁﬁﬁﬁﬁ?ﬂ198ﬁﬁ&ﬁaﬁ%ﬂGﬂﬁ?ﬁIﬁﬁgéﬂgﬁlalBFFWﬁRﬂHIHRIﬂRTHﬁﬁﬁq
dcH 10 20 30 40 50
TPl Bi | 4 5 3 2 5
AT

Define mode . Calculate mode from the following

Class 0-10 10-20 20-30
Interval

Frequenc | 2 5 7
y

Jgad Bl URHINT 33 | FEfiREd Se1 4 Jged 3 TUHT &3
Fel 0-10 10-20 20-30 30-40 40-50

SRl

SIS
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‘Statistics is an indespensible tool for economics. On the light of given statement
explain the importance of statistics in economics

OR

‘Census of India provide statistical information on various aspects of demographic
changes in India’ on the light of given statement explain the trerm census survey.
How sample survey is differ from census survey? Why sample surveys are prefered in
statistics?

3R & fory Hifeae! U Sifard Iuavvl 31 faU U U+ & U o
3ef=Ied o Hifeaent o Hed o R

a7

"HRA 1 SIUMT YR H SRS URad! o faft ugeai R Hifsreta
STHGRI UaH Bl & faU T &Y & YbTR1 B SFITUHT Gaefor &1 GRHTST g |
THAT GI&I0T SFRTUMAT Gaeror ¥ ford TR F g2 Fifeass! & T Ideror & o
TTyfirerar < STl 82

‘Though a histogram looks similar to a bar diagram ,yet there are more differences
than similarities between the two * Write any two differences between a histogram
and bar diagram . Also draw a histogram based on following information

Wages | 0-10 | 10-20 | 20-30 | 30-40 | 40-50
No.of |8 18 15 22 14
workers

gTdlie P IR SUH & A fewdr g, fb +ft S & i gamarsh ot
o ¥ SR 3 &1 IR 3R IR STIUH & §id Big & ek ferd | Ay
o, Fuffed STHaRT & suR W e o a9

0-10 |10- |[20- [30- |4o0-
3 20 |30 |40 |50
ofey 18 15 22 14
Gakal
T

Give a short note of the following
a. Cost of living index number
b. Loss of information in statistical data

fafeiRad o1 wfard faaror difsg
. SHdH-AT9 AT JADich T
9. iR Sl H YT &l Th A

Read the following newspaper extract and answer the questions given below
Food weighting in India’s consumer price index may be cut as spending shifts 1414143
Food is likely to have a smaller weighting in India’s consumer price index in future, a

government official said on Monday, a move that could make consumer inflation less

volatile after a major household survey showed lower spending on food
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The government’s first household consumption survey in over a decade, released at
the weekend, showed that food’s share of the rural consumption basket fell below 505
for the first time to 46% and to 39% for urban consumers. The official did not
indicate what food’s revised weighting in the CPI basket might be. Madhavi Arora,
lead economist at brokerage Emkay Global, said the food weighting could be reduced
to 40-41% from nearly 46% now, adding this could reduce volatility in inflation.

a. Define index numbers

b. What do you mean by weight in index numbers

c. Name two methods to construct consumer price index

d. Explain the uses of index numbers
e THER U & o<1 &1 UG SR 1 3T e usi & IR
T H EAd & BRI YR & IUHIET Hoo Fadbid H W Uardf &1 YR HH g1
RETUN
AR Pl Th IRBRT HYBRI A gl b Uldsr § YURd & IuHledl I JAhich
¥ Ty yerdf o1 YR B BN B HUTGHT B, T U T Had g off JuHIST
TERpIfa ) o1 SRR 1 GobelT 2, i Teb T TR Fde&f01 & Wrgf yeralf
R DY G o T §
TTEid H ORI U g J IS THT H IWBR & Ugal TR SUHNT Faemr o
el Fe g fob ATHIOr SUHRT et H ey vl ot fgeiaRt ugell ok 505 4 2
AR®R 46% 3R T JuHiarsil o T 39% 81 75 5| BRI A I8 Hobd gl
fea fos Tidteng cio<t o @y uerif &1 AN YR o1 81 9ohdl 6| SIdhedl
THb T B! T SR H1edt SRIST A Fal fob |rel uerdf &1 YR add=
& T 46% T TTHR 40-41% fhaT ST TobdT &, TTY AP § SRR HH
ERETI
a. gAhich YBT3 DI YRUTT DY
b. Yabich AT H HR H ST T HHUT &

c. ST e JADHID §1 B! & (ATl aand
d. JaABid IRATHT o IUTNT D! RS DY

c) Write any two properties of correlation
d) The rank of 8 students in test in Mathematics and Statistics were as follows.
Find spearman’s rank correlation
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Rank in
Mathematics
Rank in
Statistics

OR

c) Define the term correlation
d) Find Karl Pearson’s coefficient of correlation from the following data
X |10 |12 |18 |16 |15 |19 |18 |17
Y (30 |35 |45 (44 |42 |48 |47 |46

a) TeUSY & PI1g ol OTH Ay
b) T 3R iRST! H 2% & 8 B! Bl b 39 UPR Ut | THIRAT HT3h
TgdeY JTd Pifoy

TIford 7 ¥eb

4

6

TifeTent #
Rcg

ar
a) TEHSY Teg BT TRUTIIT B

b)ﬁyﬁrf@aéa@rmﬁuﬁawwuwmaﬁ
10 | 12 18 |16 | 15 18 | 17
Y 30 | 35 45 |44 |42 |48 |47 |46

PART B- INTRODUCTORY MICROECONOMICS

YT &t- ufararere gegasrd=mea
Read the following statements- Assertion (A) and Reason (R) Choose the correct
alternative given below
Assertion (A): PPC is concave to origin
Reason (R):AS more and more resources are shifted from the production of one good
to the production of other good, marginal opportunity tends to fall
Alternatives
a) Both Assertion A and reason R are true and Reason R is the correct
explanation of Assertion A
b) Both Assertion A and reason R are true and Reason R is not the correct
explanation of Assertion A
c) Assertion A is true but Reason R is false
Assertion A is false but Reason R is true

ﬁaﬁgﬁmﬁrﬁqﬁr YHYT (A) 3R HRUT (R) - fau 70 T&l fasweq o1
T
YHYF (A): Trdft ga & fore erada §
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HRUT (R): SN-o1G HTYH I AP T Th I D TG I gak] 9% &
%%ﬁ@lﬂidlﬁﬁd gid &, HHid 3R HH BIdT oIdT &

a) SAfHBHYT A 3R HRUIR G I § 3R BRI R, fHGHUT A Bt gl TR &
:%\}QWQF{A 3R BRI R I A & 3R BRUIR, HBUT A B Jgt AR
o) 3B YT A T € AP PRUIR 3T 7

d) SUBHYT A 3T & AP PRUIR T &

Which of the following statement is correct?

a. Total utility increases when marginal utility is positive

b. Total utility is maximum when marginal utility is also maximum
c.Total utility diminishes only when marginal utility is negative
d.Bothaandc

Fofifead & 9 &9 31 By Iet 87

a. ST STDA THRTHS 811 R $d ST §¢ oIl &

b. FHid ST 3 TR W Hol ITAANAT HfbaH gl &
c.mgmmﬁ THRIAD BF R & $o ST gedt §

d.a C

Read the following statements carefully and choose the correct alternative from
the following:

Statement 1: Shift in demand curve shows extension or contraction of demand
Statement 2: Movement along the demand curve is indicated by upward or
downward movement along the same demand curve

a) Both the statements are true.

b) Both the statements are false.

c) Statement 1 is true and Statement 2 is false

d) Statement 1 is false and Statement 2 is true

FafRad wu &1 erFgde Ue oI Fufafad & 9 gt fawed I

HY 1: AT 956 H Saad Hif o [adR a1 gra- & Gl §

Y 2: AT I & 1Y T BT I AT 96 & iU FWR AT A1 Dt 3R 7 gRT
I ST 8

a) GFl HYT I g

b) GIF HUT ST |

Q) PYT 1 I § 3R HYT 2 3T §

d) YT 1 T § IR PYT 2 I §

Identify the cost curve given in the diagram
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€ 12345 67 3 910
Quantlty

a. Marginal cost  b. Total fixed cost c. Total variable cost. d. Average
variable cost

for o faU 7T ANTd a6 & UgaH
a. T AT b. $o FRR AT ¢. H IRTA1T AFTd d. 39d IRad-1a arTd

Read the following statements- Assertion (A) and Reason (R)Choose the correct
alternative given below

Assertion(A). Negative MR is possible only when price is declining

Reason (R). Under perfect competition, AR=MR and both are constant

Alternatives

a.Both Assertion A and reason R are true and Reason R is the correct explanation of
Assertion A

b.Both Assertion A and reason R are true and Reason R is not the correct explanation
of Assertion A

c.Assertion A is true but Reason R is false

d.Assertion A is false but Reason R is true

ﬁuﬁvgaaﬁuﬁﬁqé- FHBYT (A) 3R BRI (R fau 7T T8t fadmey &
TG

B YT (A). THRIHP MR dH THT § T Hiad & TRTaC 81
mmytpfuﬁmaf%a%aAR:MR&ﬁ?aﬁ:ﬁ@?%

a. FHBYT A 3R HRUTR Gl II § 3R BRI R, B YT A Pt ot AT §
b. &g%u:m 3R BRUTR T T & 3R BRUIR, HUBUT A B I RS
I8l

c. AfPYT A T g Afh PRUIR 3 &

d. HBYT A 3T § AfhT PRUIR T §

In the context of perfect competition, which one of the following statements is not correct?
a) Firm has full control over price
b) Horizontal straight-line demand curve of the firm
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c)Freedom of entry and exit
d)Selling cost do not exit

gt wfawgyf & deuf & Fofafed & @ oF 1 wy= 98! 781 82
a. TH &1 S WR gU (43101 §idl §

b. ®H o1 &fast Wt a1 7T 9

c. Ta 3R ™ Pt Tz

d. fasrg arTa S1eY et e adt

When production is zero, total cost will be:
a. Zero Db.equal to variable cost c. equal to fixed cost d. equal to marginal
cost
OR

When Average Cost is falling:
a. MC>AC b.MC<AC c. MC=AC d. None of these
Sd IdTG Y 81, dl e AFTd gI:
a. T b. URATHIT AN & SRTER ¢. FRR ARTT & SRIER d. HHId AT & SRR

q
o 3N g R 1 8
a. MC>AC b. MC<AC c. MC=AC d. 378 9 &5 gl

Match the following and choose the correct option given below
Column 1 Column 2
a. Increase in supply . Fall in price of inputs
b. Extension of supply ii. Fall in price of own
c. Decrease in supply good
d. Contraction of supply ii. Rise in price of own
good
\2 Price of other good
rises

Options

a. a-iv b-i c-ii  d-iii b.a-i b-ii c-iii d-iv

ca-iv b-ii c-iii d-i d.a-i b-iii c-iv d-ii
ﬁaﬁ@am%ﬁﬁvﬂ%ﬁnwaﬁﬁwwmqqﬂﬁ
HicH 2
a. &thﬁﬁq@ i. 399¢ P! HAd H TR1ae
ii. Y98 & GHHE D HiHd A
fiRTge

i. 99 P IHHE B HHd

T

iv. 3= HTHH &1 Hiad § gig

a. a-iv b-i c-ii  d-iii b.a-i b-ii c-iii  d-iv
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ca-iv b- i c-iii  d-i d.a-i b-ii c-iv d-ii
Average fixed cost (AFC)is indicated by:
a. rectangular hyperbola b. a straight line parallel to X axis
c.a straight line parallel toY axis d. a Ushaped curve
Or
Movement along the supply curve occurs due to :
a. increase in own price of the commodity
b. decrease in own price of the commodity
c. Factors other than own price of the commodity
d. Bothaandb
3d FRR ARTA (AFC) ®I F99 gRT &=Iian e &
a. SMIAIDR GIRUREIA b. X 3&f & AR Th Wieh X@ .Y 31& & HFIMR Th
el 3T d. U SR BT dsh

qr
3Mfef I & Y T 9 & RSN R
a. 9% ! U HIAd H gfg

b. I B! 3G+ 1A H HH!

c. I B 3T DT P 3(ATEl T HRD
d.a b gl

What will be the effect on equilibrium price if supply is decreased without any
change in demand ?

a. No change in price  b. Price will fall

c.Price will rise  d. None of these

gfe Al o Pig gRadH o faAT Smgfd & 81 oM df Yged & 1Hd R 1

PHIGR R

a. $Id § BIS g gl b. HHd AR STt

c. BIAd 9¢ St d. 3TH Y PI5 el

Explain the central problem of what to produce
Or
Explain the central problem of how to produce

T TS BT SY, TTDT BT THIT B JHSTST
aT
I I [P AT, THB! BT THT DI JHST

Supposing initial denmand was 100 units. With the rise in price by Rs 5, the quantity

demanded decreases by 5 units. Elasticity of demand is 1.2. Find out the price before

the change in demand

A o for SR AT 100 SHTS | ST H 5 39 Dt g & 1Y, AT &1
AETH 5 3BT Dl HHI 8l Slldl g | T 6! A 1.2 81 7 H uRadd I Ugd &1ad
F1q BT

By using the Marginal revenue and Marginal cost approach, find the level of output at
which the producer is in equilibrium.  Give reasons for your answer
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Price
(Rs)
Output
Units) 0 1 2 3 4 5 6

TC (Rs)

2 7 9 11 14 20 27

HiHid rord SR i AT I BT IUUNT BReb, JedTa P I8 KR T
H3 ol TR SdTEH Aqa | gl 30 ST & [ HRUT Fd1S |
8 7 6 5 4

10 9

2 7 9 11 14 20 27

PIAd

(®)

Pl | 0 1 2 3 4 5 6
<

)

‘Petrol is becoming cheaper, yet the demand for car is not rising’. Does it mean that
the law of demand is not operative? Explain.

OR

Giving reasons whether the following statements are true or false
a. Ifafall in price of good X leads to a rise in demand for good Y, then X and Y
are substitute goods.
b. Demand for a good always increases with the increase in income of its buyers.

UeIdl T 81 38T ©, R ft R &1 7t 781 ¢ 8 g 1! 31 39T Haad 98 & [
A &1 | AN el 8d1? TS| a1 HRU gy o Fafeied oy 93 §
7 3T

a. I X X P HAd & iR Y avg Y ST A H IfE R, A x iR v
RIFTIH a4 & |

b. forlt % @1 TiTT GORM ISP WRIGRI BT 31 F gfg & 1Y Fgat 5|

Define price floor. What are the common purposes for the price floor is set by the

government. Explain with example

Hed T D1 URHINT D | PR GRT Hed T (iR B & WA I ol
g | ITeR0T Afgd T |

Read the following extract care fully and answer the questions given below:
Short-run production is the process of utilizing one or more inputs to produce output
over a period of time where at least one input is fixed. Companies usually have
several input factors that they use to produce their output. These input factors can
include things such as land, labor, capital, and raw materials. Typically, the main
inputs in short-run production are capital and labor. Some input factors are considered
to be fixed inputs, which means they do not change during production.
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Meanwhile, other inputs are variable inputs that can be changed. For example, large
machines and buildings are usually considered fixed inputs, while the number of
workers hired is usually considered a variable input. Within the context of short-run
production, at least one of the inputs must be fixed while the other inputs are variable.
Short-run production can be related to a company's current contracts, a production
that a company can complete given certain variable inputs, or a company can do
without capital upgrades to its fixed inputs, such as factories.
a. Define production function
b. State the law of variable proportion. Explain the behaviour of Total product
and Marginal Product in the different stages of production with the help of a
diagram

C.
fofifed s Hl e A ud SRR R Ui & I S
3feuhIfeie IcTe Ueb AT 3ifieh 3TYC BT IUUIT HReb JHY bl 3(afel H Iare
B DI UfehaT g, ST81 HH I HH Ue 37Yc Fid i1 8 | HUHE & U AR
R &% T9C HRE BId 5 FoITDT SUINT o 30 ITGA & ol Bt 8| 3 319¢
HRDI A YW, 91, Golt 3R T H1et oIt ol et 81 Tabelt g1 SMHAR W),
3eTTard e § W%ﬁaﬁ?w@ﬁ%lggsﬂgcqﬂewﬁﬁf\%
gqe UM 1T &, forgent o § T 9 Iare & gk 81 sead g

39 o9, 30 39Yc IR 39Yc § O Sedl S YobdT 8 | IaTeI0T & forg, T
TR 3R SHRG! & AR TR fRR 7Y T ST 8, S HIH IR 79 T
fien! 1 T/ B AR R Th URTI-1I 399 JHT 1 g | Rfe -39 IdTg
& G T, 1 I HH T 39 FiEd g1 ey Jafeh 3 $99¢ URac-1a ¢ |
e ITe forit ot & Hiolal e & Tafid 8 TevdT €, T T
3dTe fo ®Is Ho 8 Midd uRad-1a $Ye faT oM R 1 &R Fadl g, a1
®18 Hut 3o AT 3ge o %

HRE! H Golt IFG & ST S I T ]

a. SATGH HaRM B GRUTAT B

b. IR U BT (90 Tl | T 3T B Heg I IdTg- & i TRo &
Fd IdTE 3R Hid IdTE & TAER BT RS B

What do you understand by consumer’s equlibrium? Explain consumer’s equilibrium
by using budget line and indifference curve. Show diagramatically.
Or
A consumer , Mr Aman is in state of equilibrium consuming two goods X and Y with
given prices Px and Py. Explain what will happen if:

a. If Mux/Px > MUy/Py

b. Py falls

SUHTIRT Ter § 30 T FHd 27 goic T 3R ISRIdT ash BT YA
PP ITHITIT T P! TR B | RE =0 ¥ fg@nd
Y41
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T SUHIEdT, 4t 3, & aRgafl X TR Y &1 IUHI Fd U Tged & (R A ¢,
St BIEd PxGﬁTPy?ﬁTIBC%'I W%W@Tﬂaﬁ

a. Mux/Px > MUy/Py

b. Pyﬁﬁﬂa‘d&ﬂ?ﬁ%

KVS ZIET MYSORE




