- Q.1a) Choose the correct oplion an@ FCWTTL HHEE STERAT AT 777 Sl e
DA firm will maximise its profit where its marginal revenue equals marginal cost .

Q a. perfectly competitive. b) oligopolistic cymonopolistic competitive d) all of the above

ﬁf{ 2) The average revenue curve faced by a perfectly competitive firm is .

a) upward sloping  b) downward sloping ¢) none of the above d) rectangular hyperbola

3) The average revenue curve in monopolistic competitive market 1s_ .
a) perfectly inelastic b) perfectly elastic ¢) relatively inelastic d) relatively elastic

4) Product differentiation is an important feature of .
a) monopoly b) perfect competition ¢) monopolistic competition  d) all of the above

5) is a pattern of oligopoly behavior.
a) large number of sellers b) price competition ¢) one seller d) few sellers

6) Oligopoly is characterized by
‘a) single seller b) many sellers ¢) price rigidity d) none of the above

7) Price discrimination is possible if elasticities are in two markets
a)same  b)perfectly inelastic ¢) different d) perfectly elastic

8) Price discrimination is observed in market.
a) perfect competition b) monopoly ¢)botha &b d) none of the above

9) is a determinant of price.
a) market structure  b) objectives of the firm c)government policies d)all of these

10) Capital budgeting leads to investment in
a) a new business b)expansion of existing business ¢)bothaand b d) none of these

11) Capital budgeting comprises of
a) pricing of products b) borrowing of funds ¢) long term investment d) short term investment

12) A project is more likely to be accepted if the discounted present value is .

a) more than investment b) less than investment c¢) equal to investment d) equal to zero
Q.1.b) State whether the following statements are true or false. (Any ten) (10)

i) Goods are homogeneous in perfectly competitive markets .

ii) In monopoly market there is huge advertising expenditure.

iii) In monopoly market , price is always equal to marginal revenue and marginal cost.

iv) A firm under monopolistic competition produces more than optimum output.

v) Cartel creates severe competition among oligopoly firms.

vi) Oligopoly market experiences price flexibility.

vii) Dumping is a case of international price discrimination.

viii) Public enterprises may charge a price equal to their marginal costs. N
ix) Under full cost pricing , price is based on the marginal cost.

x) Capital budgeting decisions-are not significant

xi) Pay back period method is based on the market interest rate.

xii) A project will be rejected if IRR is greater than the market rate of interest.
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A. Explain the long run equilibrium of a industry under perfect competition (08)
B. Calculate the Total Revenue, Marginal revenue, Marginal Cost ,and profit from the following

table. Identify the profit maximizing output. (o)
Output 1 2 3 4 5 6
Price 15 15 15 15 15 15
Total Cost | 50 60 80 108 135 170
OR
C Explain the short run equilibrium of a firm in monopoly (08)
D. Read the paragraph below and answer the following questions. 07

The market for wheat in Punjab has large number of buyers and sellers. The quality of wheat is
homogenous. There is free entry and exit and there is no government intervention.

i) Name the market structure being described in the paragraph above.

it) Describe the features of the market identified by you in question (i).
Q.3) Attempt A and B or C and D

A. Explain the long run equilibrium of a firm under monopolistic competition (08)

B What are the features of oligopoly market. (07)
' OR -

C Discuss the features of monopolistic competition (08)

D. Read the paragraph below and answer the following questions. 07)

The market for computers has very few sellers. A computer manufacturer is aware of his rivals,
Like others he undertakes vigorous advertising campaigns. He avoids cutting price. It is very
difficult to enter in this market.

1) Name the market structure being described in the paragraph above.

it) Describe the features of the market identified by you in question (i).
Q.4) Attempt A and Bor C and D
A. Write the meaning and the conditions of price dicrimination (08)
B. Explain multiple product pricing 07)

OR

C Explain the marginal cost pricing method (08)
D. 1) Explain the merits of full cost pricing (o)

i1) Assuming a mark - up of 15%, if average variable cost is Rs 75 and average fixed cost is
Rs 35, Calculate the full cost price of the product.
Q.5) Attempt A and Bor C and D

A. Explain the importance of capital budgeting (08)
B. What are the stages of capital budgeting? (07
OR
C. Calculate the pay-back period and rank the projects (08)
Project Initial investment (Rs) Annual Cash flows (Rs)
A ) 40000 2000
B 20000 4000
C 10000 10000
D 50000 5000
E 60000 2000
D) Write a note on Internal Rate of Return method, (07)
Q.6) Attempt A and B or write short notes on any four.
A “A firm in the short run may incur losses and still continue in business” Discuss 10)
B Discuss the merits and demerits of advertisement. (10)
OR -
Q.6) Write short notes on (any four) (20)

1) Sources of monopoly power
i1) Production cost and selling Cost
iii) Product differentiation
iv) Kink demand curve
v) Transfer pricing
vi) Pay back period method
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