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Answer Question No.1 which is compulsory and any five from the rest. 

The figures in the right hand margin indicate marks. 
  
Q1  Answer the following questions: (2 x 10) 

 a) What are the major problems in an economy?  
 b) State two reasons for the calculation of time value of money?  
 c) What  is  more  elastic  demand?  Write  two  examples  of  more  elastic 

demand.  
 

 d) What are inferior goods? Why is this paradox called?  
 e) What  is  the  difference  in  Law  of  Variable  Proportions  and  Laws  of 

Returns to Scale? 
 

 f) What are the factors influence supplies?  
 g) What is monopoly power of note issue?  
 h) What is marginal cost? How does it different from marginal revenue?  
 i) What is cash flow diagram? Draw a imaginary cash flow diagram in case 

of uniform payment series compound amount factor.  
 

 j) What is bank rate?  
    

Q2 a) What  is price  elasticity  of  demand?  Define  income elasticity  and  cross 
elasticity of demand.   

(5) 

 b) Define  the  law  of  demand  and  law  of  supply.  Using  appropriate 
diagrams,  explain  how  the  demand  curve  and  supply  curve  illustrates 
the related laws.   

(5) 

    
Q3 a) A company is trying to diversify  its business in a new product line. The 

life of the project is 10 years with no salvage value at the end of its life. 

The  initial  outlay  of  the  project  is   20,00,000.  The  annual  net  profit  is     

 3,50,000. Find the rate of return of the new business.   

(5) 

 b) Explain the present-worth comparison method for project evaluation of 

private assets. 

(5) 
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Q4 a) Explain  the  terms  ‘Depletion’  and  ‘Depreciation’.  Why  do  assets 

depreciate? 

(5) 

 b) A company has purchased an equipment whose first cost is  1,00,000 
with an estimated life of eight years. The estimated salvage value of the 
equipment  at  the  end  of  its  lifetime  is   20,000.  Calculate  the 
depreciation and the book value for period 5 using the declining balance 
method of depreciation by assuming 0.2 for K. 

(5) 

    

Q5 a) Explain  the  Cost  Benefit  Analysis  (CBA)?  In  which  types  of  project 

cases this technique  is useful. Point out some of the drawbacks of this 

analysis.  

(5) 

 b) What  is  perfectly  competitive  market?  How  the  price  is  determined 
under perfectly competitive market? 

(5) 

    
Q6 a) Alpha Associates has the following data  

Sales    =   1,00,000 

Variable Cost  =   60,000 

Fixed Cost    =   30,000 

a)  Find P/V Ratio 

b)  Find BE Point 

c)  Find MOS 

d)  Find BE when 10% decrease in Fixed Cost 

(7) 

 b) What is margin of safety? How to improve margin of safety? (3) 
    

Q7  Discuss the various functions of Commercial Bank? (10) 
    

Q8  Write short answer on any TWO: (5 x 2) 
 a) Cost Sheet  

 b) Fixed cost Vs Variable Cost  

 c) Micro Economics Vs Macro Economics  

 d) Cost control and Cost Reduction.   
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