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	Brief Answer Questions (2 Marks)
1.	Define business economics.
2.	Define demand function with an example.
3.	Write down any five factors determining price elasticity of demand. 
4.	Point out the properties of IC. 

	Descriptive Answer Questions (10 Marks)
1.	Explain the relation of business economics with traditional economics.
2.	Define microeconomics. Explain its scope and limitations. 
3.	Show the use of microeconomics in business decision making.
4.	Suppose the demand function Qd = 1000–20P and supply function Qs = 100 +40P.
a.  	Fill the table given below. 
	Price (in Rs.)
	Quantity Demand (Qd)
	Quantity Supply (Qd)

	5
	
	

	10
	
	

	15
	
	

	20
	
	

	25
	
	


b. 	Find equilibrium price and quantity. 
c.	Show Qd, Qs and prices in the graph. 
5.	Suppose a following demand schedule: 
	Price (Rs.)
	100
	80
	60
	40
	20
	0

	Demand
	100
	200
	300
	400
	500
	600


a.	Find the elasticity for the fall in price from the Rs. 80 to Rs. 60.
b.	Calculate the elasticity increase in price from Rs. 60 to Rs. 80.
6.	A shop of Kathmandu fixes the following prices for commodities X and Y. The price of commodity X is Rs.20 per unit and price of commodity Y is Rs.50 per unit. A household has Rs.6000 to spend per month on commodities X and Y.
	Referring the information mentioned above, answer the following questions.
a. Sketch the household budget constraint.
b. Assume that the household splits its income equally between X and Y. Show where the household ends up on the budget constraint.
c. Suppose that the household income increases to Rs.10,000, sketch the new budget constraint facing the household.
d. Suppose after the change, the household spends Rs.1,500 on Y and Rs.8,500 on X. This implies that X is a normal or inferior good. What about Y?
7.	Consider the following table and answer the questions given below:
	No. of Labour (L)
	1
	2
	3
	4
	5
	6
	7
	8
	9

	Total Output
	15
	33
	54
	87
	107
	119
	123
	123
	119


i.	Define and derive the marginal and average product of labour. 
ii.	Describe the relationship between TP and MP, and AP and MP using diagram and above table. 

	Analytical Answer Questions (15 Marks)
1.	Define microeconomics. Explain and illustrate its types.
2.	Define the meaning of equilibrium price. How is it determined? Explain the effect of shift in demand and supply curves in the initial equilibrium price and quantity.
3. 	Explain and illustrate the methods of measuring price elasticity of demand. 
4.	How can we decompose price effect into income effect and substitution effect by using Hicksion approach.


