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Answer all questions

1. (a) What is deflation? State and analyze

the factors causing deflation. 2+7=9
Or
(b} Explain profit maximization theory of
the firm. | 9
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2. (a) State and explain different methods of

measurement of elasticity of demand. 9
.- Or
(p) Explain the determinants of elasticity

of demand. 9

3. (a) “The least cost combination is an
optimum combination for producers.”
Explain. - 9

Or

(b) What do you mean by returns to scale?

Discuss the three stages of the law.
2+7=9

4. {a) What is perféct competition? Discuss
the long-run equilibrium of a firm
under perfect competition.. 2+1=9

Or

. (b} Explain Cournot’s duopoly model: State
its criticism. 6+3=9

5. (a) Explain Keynes’ principal theory of

‘effective demand. 9
Or
(b} What is profit? Briefly explain the
- nature of profit. 2+7=9
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