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Q.No.2: Explain the following statements with reasons, briefly
(a) An increase in demand means people will be willing to pay a higher price for a given quantity.
(b) Indifference curve can intersect each other
(c) In case of complementary goods demand curve shifts downward to left.
(d) Demand curves shows the prices people will pay for various possible quantities.
Q.NO.3:
(a) What is the relationship between MPP (marginal physical product) and MC (marginal cost) curve?
Why are they so related?
(b) What is the relationship between APP (average physical product) and AVC (average variable cost)
curve? Why are they so related?
(c) What is the relationship between MC (marginal cost), AVC (average variable cost) and ATC
(average total cost) curves? Why are they so related?
Q.NO.4: What would effect on equilibrium price and quantity if
(a) demand increases and supply remain unchanged
(b) demand and supply both increase
(c) demand increases and supply decreases
Q.NO.5: Explain the fallacies in each of the following statements.
(a) Average costs are minimized when marginal costs are at their lowest points.
(b) Because fixed costs never change, average cost is a constant for each level of output.
(c) Average cost is rising whenever marginal cost is rising.
(d) A competitive firm will produce output up to the point where price equals average variable cost.
(e) A firm’s shutdown point comes where price is less than minimum average cost.
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