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I Very short Answer Type questions    (Each question carries ONE Mark) 

1 Explain Market equilibrium.  

2 What is equilibrium price? 

3 At a price of ₹15 per unit of a good, demand for the good is 200 units while supply is 300 

units. What is likely to be its effect on price of this good? 

4 What is price floor? What happens when the government imposes price floor? 

5 What is rationing? 

6 What happens to equilibrium price of a good when the demand forthat good increases? 

7 When do we say there is excess supply for a commodity in the market? 

 

II 

 

Short Answer Type  Questions   (Each question carries THREE to FOUR Marks) 

8 What is meant by price ceiling? What may be the consequences of price ceiling? 

9 In the union budget, the excise duty on tea was reduced from ₹2 per kg to ₹1 per kg. All 

other things remaining unchanged, how will it affect the market price of tea? Use 

diagram. 

10 Explain how price is determined in a perfectly competitive market with fixed number of 

firms.  

11 What will happen if the price prevailing in the market is: 

(i) Above the equilibrium price? 

(ii) Below the equilibrium price? 

12 How do the equilibrium price and quantity of a commodity change when price of input is 

used in its production changes? 

13 How does an increase in income affect the equilibrium price of a commodity? Use 

diagram. 

14 What happens when the government fixes the maximum price(price ceiling) lower than 

the market equilibrium price for the commodity? Explain with the help of a diagram. 
 

IV 

 

Long Answer Type Questions. (Each question carries SIX Marks) 

15 At a given price of a commodity, there is excess supply. What changes will establish the 

equilibrium price. Explain with the help of a diagram. 

16 Explain with the help of diagram a situation when both demand and supply curve shift to 

the right but the equilibrium price remains the same. 

 


