YANGCHENPHUG HIGHER SECONDARY SCHOOL
TRIAL EXAMINATION, 2011

XII ECONOMICS                                                                                                             TIME: 3 HOURS 15 MINUTES

(The first 15 minutes of the examination are for reading the question paper only. Candidate must not start writing during this time)

…………………………………………………………………………………………………………………………………………………………………

Answer question 1(compulsory) from part-I and SEVEN questions from part II. The intended marks for questions are given in (  ).

                                                            PART I- compulsory                                                                                    (30) Question 1
Answer briefly each of these items (I) to (xv) in this question.

(i) Differentiate between macro economics and micro economics.                                                (2)

(ii) Draw a diagram to show the losses of a monopoly firm in a short run with equilibrium conditions.                                                                                                                                             (2)

(iii) What is marginal productivity theory?                                                                                             (2)
(iv) Distinguish between supplementary budget and rolling budget.                                                (2)
(v) Write down the difference between GDP and GNP.                                                                      (2)

(vi) Mention two adverse effect of deficit financing adopted in our country.                                 (2)

(vii) Define budget line along with a diagram.                                                                                        (2)

(viii) Why is quasi rent regarded as a short run phenomenon?                                                            (2)
(ix) State two differences between utility analysis and indifference curve analysis.                      (2)

(x) Distinguish between change in quantity supplied and change in supply.                                  (2)

(xi) How can an indirect tax be made progressive?                                                                              (2)
(xii) Write down the difference between shut down point and breakeven point.                          (2)

(xiii) State any two objectives of planning in Bhutan.                                                                            (2)

(xiv) Discuss any two features of an oligopoly firm.                                                                               (2)

(xv) Distinguish between internal diseconomies and external diseconomies.                                 (2)
                           PART II (answer any SEVEN questions)

Question 2

(a) Describe any five demerits of an international trade.                                                                          (5)

(b) Explain Ricardian theory of rent based on extensive cultivation.                                                       (5)

Question 3
(a) Critically examine the marginal productive theory of wages.                                                             (5)

(b) Discuss the causes of Bhutan’s disequilibrium in balance of payment.                                             (5)

Question 4

(a) Explain the output method of calculating national income of an economy.                                    (5)
(b) Define budget. Explain the budgetary procedure in the preparation of budget in Bhutan.          (5)
Question 5

(a) Define law of variable proportion. Explain the three stages of the law of variable proportion.   (6)

(b) Describe the properties of indifference curve.                                                                                       (4)

Question 6

(a) State and explain the long run average cost curve.                                                                              (5)

(b) From the following data on the cost of production of a firm, determine                                         (5)

(i) TVC

(ii) AFC

(iii) AVC

(iv) AC

(v) MC

	Output
	0
	1
	2
	3
	4
	5
	6

	TFC
	10
	10
	10
	10
	10
	10
	10

	Total cost
	60
	80
	100
	111
	116
	130
	150


Question 7
(a) Explain the factors determining price elasticity of demand.                                                               (5)
(b) Distinguish between the movement along the supply curve and shift in supply curve.                (5)

Question 8

(a) Briefly explain the theory of comparative cost.                                                                                     (5) 
(b) Explain long run equilibrium of a firm under monopolistic competition.                                          (5)
Question 9

(a) What is the difference between proportional taxes and progressive taxes?                                   (2)

(b) Explain any two merits of direct taxes and two demerits of indirect taxes.                                     (4)

(c) Describe the various method of debt redemption.                                                                               (4)

Question 10

(a) Explain the reasons for growth of public expenditure in recent times in Bhutan.                           (5)

(b) Describe how saving – investment equality brings about equilibrium in the circular flow of income.                                                                                                                                                          (5) 
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