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PROVINCIAL MANAGEMENT SERVICE -2020
SUB'ECT:

TIMEALLOWED: THREEHoURS

ECONOMICS (PAPER-r)

MAXIMUM MARKS: 1O0

All fte parts (if any) of each Question must be attempted at one place instead of at differentplaces.
ii. Write Q. No. in the Answer.Book in accordance with e. No. in the e. paper.
iii. No Page/Space be left blank between the answers. nllthe blant puger otnnr*"r Book must be

crossed.
iv. Extra attem ofa uestion or a ft of the estion will not be considered.

Attempt anv six quesitions in all. FOUR from PART-I and Tlllro from PART-IJ. celculator is allowed
(Not programmable), Attemot in Urdu or Enolish.

PART.I

Q.No.l a) Explain the market equilibrium with the help of diagram. How changes in income affect the
market price and quantity.

b) How can floods affect the supply of agricultural products and what will be resultant effect
on mar*et equilibrium. Explain with the help of diagram. (1O+6=16)

Q.No.2 a) Differentiate between cardinal and ordinal utility. Which of the two approaches is better in
analyzing the consumer behavior?

b) Explain the slope of indifference curves (IC), Is indifference curve always convex? If nq
what possible shapes IC can take? (6+tO=16)

Q.No.3 a) Derive and explain the optimal of a consumer with the help of indifference curve and budget
constraint.

Q.No.4 a) Explain the concept of production function. How short-run production function can be
differentiated from long-run production fu nction?

b) What is the difference between average product and marginal product of labor? Does behavior
of average and marginal product curves show different stages of production? Discuss.

(6+10=16)

Q.No.s a) Explain the short-run and long-run profit maximization conditions of a firm under perfect
competition.

b) What are possible shapes of indust4/s long-run supply curve and what conditions determine
these shapes. (10+6=16)

Q.No.6 What is monopoly? What determines monopoly power? Derive the shapes of demand curve
under monopoly. What are social costs of monopoly in comparison to perfect compeution?

(16)

Q.No.7 a) Explain firm's demand and supply curve for an input under perfect competition and
monopsony with the help of relevant diagrams.

b) How equilibrium is determined in each case. (10+6=16)

P.T.O

EOn

b) How price effect can be decomposed into substitution effect and income effect for normal
and inferior goods. Analyze with the help of diagrams. (6+10=16)
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Q,No.8

PART-II
(Atbmpt any two questions)

a) Explain the necessary and sufficient conditions for maximization and minimization of a
function. (6)
b) Giventhetotal costfunction fC=8t -SQ'z+l2Q+75 andthedemandfunctionQ=100-P,

. Formulate the total profitfunction (2)

. Find the profit maximizing level of output by applying the necessary and sufftcient condition for
maximization. (8)

. What is the maximum profit? (2) 
(6+12=1g)

Q.l{o.9 a) What are different types of equations? How can equations be differenuated from identities?

b) Given the following demand and supply functions:
)

P =10-aO
J

p -t+!o
J

Calculate equilibrium price and quantity. What is elasticity of demand and supply at equilibrium?
If government imposes a unit tax of P.s. 3, what will be the effect on equilibrium price and
quantity? (6+12=18)

Q.No,1O a) Differentiate between slope and elasticity with the help of example.

b) Given:

Y = C + 16 + Gs, C = 100 + 0,8Y0. Io = 30, Go = 50, T = 15 + 0.25Y

Find the equilibrium level of NaUonal Income and Consumption.

c) Optimize the objective function Z - 8x' y' subject to 4x + 2y - 12 using the Lagrange

Multiplier. Use bordered Hessian determinant for the 2nd order condition^ (4+6+8=18)
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em five uestions in t.Att u ea

SECTION -A (Macroeconopics)

Explain Quantity Theory of Money (QTM) and discusses Fisher equation and cambridge
equation in this respect. Also analyze how money becomes neutral; is it short run or long run
effect. Work out such implications for policy success. (1O+lO=20 Marks)

Derive IS-LM (Algebraically and geometrically) and establish equilibrium of the economy. point
out whether it is full-employment. Also analyze how decrease in prices will lead to adjust the
economy, show such impacts on employment, unemployment and output.

(10+10=20 Marks)

Develop Aggregate Demand and Aggregate supply and establish equilibrium ofthe economy in
the short run, intermediate run and long run. you must explain whether this adjustment
(equilibrium) is under Keynesian or classical framework. Also analyze under which sc6oot of
thoughts (Keynesian or classical) Aggregate supply curve will become verticat.

(10+10=20 Marks)

Write a short note on any two of the following. You must explain major economic features and
their implications.

i) Short run and long run Phillips Curves and their policy implications.

ii) How Random walk Model/ Hypothesis (Robert Hall) is based upon permanent Income
Hypothesis, Is it better explanation of consumption behavior?

iii) Tax Multiplier and Simple Multiplier. Explain their policy implication.

(10+1O=2O Marks)

SECTION.B

icouourcs or plrusiran

Agriculture is considered backbone of the pakistan economy; explain four such most impoftant
arguments (empirical/theoretical). Also discuss productivity growth (not production) of this
sector and suggest how it could be improved. (10+10=20 Marks)

Analyze accumulation of foreign debt of Pakistan and discuss its sustainability . ( you must prove
your point of view empiically and criteria for justifrcation (s) i.e. for sustainabrtw.

(1O+1O=2O Mad<s)

Analyze current account and trade (foreign) account of Pakistan. How deficit or surplus of these
accounts of Payments are adjusted so that Balance are equal to zero,

(1O+1O=2O Marks)

Analyze "unemploymenf'and "Inflauon" situation in pakistan. Also evaluate the role of monetary
and fiscal policies in this respect; to handle these issues.

(1O+10=2O Marks)
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Attempt in Enqlish or Urdu.


