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PRINCIPLES OF ECONOMICS HSSC-

Time allowed: 2:40 Hours Total Marks Sections B and C: 60

SECTION — B (Marks 36)

Q.2  Answer any NINE parts briefly. (9x4=36)
(i) How does the ‘inductive method’ differ from the ‘deductive method’ of economic analysis? Explain briefly.
(ii) How does a rise in demand affect the equilibrium price and quantity while supply remains unchanged? Explain with
the help of diagram.
(iii) What does the law of diminishing marginal utility state?
{iv) What is marginal revenue? How is it different from average revenue under monopoly? Explain with the help of a diagram.
(v) What is meant by average cost and average variable cost? Explain with the help of a diagram.
(vi) How does the marginal product change with additional units of labour under law of diminishing return? Explain

diagrammatically.
(vii) Describe ‘labour’. How fabour is different from other factors of production?
(viii) Explain the circular flow of national income with reference to households and business firms with the help of diagram.

(ix) What is inflation? Write any three causes of inflation in a country like Pakistan.
(x) Briefly describe the key features of the ‘Boom’ phase of the business cycle.
(xi) Write down any four causes of the deficit in the balance of payments of a country.

(xii) What is the ‘Canon of equality’ in taxation? Why is it important?

SECTION — C (Marks 24)
Note: Attempt any TWO questions. (2x12=24)
Q.3  Whatis elasticity of demand? How is it measured using the unity method? Explain.
Q.4 What are the key assumptions of perfect competition? How does a firm earn normal profit in short run under perfect
competition? Explain.
Q.5 Explain the product method in the measurement of national income of a country.
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