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(b)  Price Elasticity of Demand (PED) = Percentage change in quantity demanded 

        Percentage change in price 

PED =  %   Qd  
                %    P  
 
PED =      Qd x   P 
           P x Qd 
 
 =  5 x 10 or 

1 20 

=   25% 
     10% 
 
=   2.5 

(c)       

 Perfect Competition Monoloply 

1 There are very large number of firms in the 
market  

There is a single firm in the market / industry 

2 Product are homogeneous  Product are heterogeneous (unique) 

3 There are no entry and exit barriers  There are  entry and  exit barriers 

4 Firms make only normal profit in the long-run 
equilibrium  

Can earn economic profits in the long run 
equilibrium as well as in the short run. 

5 It is a price taker. One market price.  It is a price maker. Price set by the firm 
possible price discrimination. 

6 Firm’s Demand curve is a perfectly elastic 
demand curve  

Firm’s Demand curve is a downwards sloping 
demand curve 

  







 

 

 

 

 

 

 

 

 

 

 

 

Q1 

Price (Rs)  

Quantity (Units)  

Market Demand  

P1 

Market Supply  

Maximum Price  

P2 

Q0 Q2 
0 

Excess Demand 







 Rs.(Millions) 
Agriculture, Livestock and Forestry & Fishing 250 
Fishing 120 
Mining and Quarrying 75 
Manufacturing     100 
Electricity, Gas and Water     200 
Construction 80 
Wholesale and Retail Sale 150 
Hotels and Restaurants 100 
Transport and Communication 160 
Banking, Insurance and Real Estate 135 
Ownership of Dwellings 200 
Government Services 160 
Private Services  250 

Gross Domestic Product at Factor Cost Prices 
for the year 2016 

         1,980 
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(c) Real Gross Domestic Product (Real RDP) 2016 

                                                                                                                         Rs.(Millions) 

            Gross Domestic Product (MP) for 2016                       =  2030 

            Price Index for the year 2016                                     =  125 

 Real Gross Domestic Product (MP) for 2016  =  2030/125*100 

                                                                                                         =  1,624 

 

Item  Rs.(Millions) 
Gross Domestic Product at Factor Cost Prices              1,980 
Add :  Indirect taxes 150 
Less :  Subsidies (100)      

Gross Domestic Product (GDP) at market prices  
for the year 2016 

2,030 




