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Which of the following does not describe the nature of business economics ?
(A) Itis normative in nature.

(B) Itis abstract and purely theoretical.

(C) Itisan art. ]

(D) It incorporates elements of Macro Analysis.

“Buyers ultimately determine which goods and services will be produced and
in what quantities.” The given statement is the mjé:@ning of :

(A) Planned economy (B) Consumer Sovereignty

(C) Freedom of economic choice (D) Freedom of enterprise

Which of the following is not one of the four basic economic problems of an
economy ?

(A) What to produce ?

(B) Where to produce ?

(C) For whom to produce ? by

(D) What provisions are to be made for economlc growth ?

Finance minister was discussing, balance of trade and balance of payments.
This area comes under : ‘

(A) Micro Economics (B) Macro Economics

(C) Capitalist Economy (D) Mixed Economy

Which of the following is an example of normative statement ?

(A) The demand for a good will increase if its price decreases.

(B) The government should increase taxes;on liquor to reduce its
consumption.

(C) A decrease in interest rates will lead to an increase in investment.

(D) An increase in government spending will reduce the unemployment rate.

When some people start investing money in share market then many people
start following the same without considering its advantages and disadvantages
is an example of : _

(A) Veblen effect (B) Bandwagon Effect

(C) Snob Effect (D) Sheep Effect

‘Ceteris Paribus’ is a Latin phrase that generally means :
(A) All other things being equal
(B) An inverse relationship
(C) income of consumers
(D) tastes and preferences of consumers
TXC
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8.  The slope of a demand curve is :
(A) AQ/AP (B) AP/AQ
(C) -AQ/AP (D) -AP/AQ
9. A shopkeeper sells two commodities Arand B, which are close substitute of
each other. It is observed that when thb rice of commodity A rises by 20%
the demand for B increases by 30%. What is the cross price elasticity for
commodity B against the price of comnioalty A? N S
(A) +1 (B) -1 L e
(C) +1.5 (D) -15 T
10. “Excess of the price which a consumer would be willing to pay rather than go
without a thing over that which he actually does pay”, is called
(A) Consumers equilibrium (E?,)1 Consumers surplus
(C) Change in demand (DD’ Change in price
11. With reference to the following lndlfference map, which of the following
curve represents highest satisfaction level 9
YA
>
3
8
O
0 Goods X T
(A) 1C3
(B) IC2
(C) IC1
(D) All the curves represents same satisfaction level.
12. Which of the following refers to the want satisfying power of goods and
7 services ? It is not absolute but relative. It is a subjective concept and it
depends upon the mental attitude of people.
('KI)) Utility (B), Consumers equilibrium
(C) Need (D) Demand
13, Ifthe price of Wheat increases from T 1,800 per Quintal to ¥ 2,200 per Quintal
and consequently the quantity supplied rises from 2,000 Quintal to 3, 200
Quintal. Calculate the elasticity of supply. L P g — a
(A) +0.7 (B) +1.7 I
(G)' +27 P \ (D) +3.7 e \0\’) DR
Q- 0 » Rl L0 e, Voo
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In case of perfectly elastic supply :
(A) Es>1 (B) Es=1
(C) Es=0 (1) Ee=

The Supply function is given as q =120 + 6p Find the elasticity of supply,

when price is ¥ 10.

(A) +1/3
©) -2713

N

(B) +2/3
D) +3/4

Which of the following is not a charaoterlstlc of land ?
(A) Land is heterogeneous.
(C) Supply of land is fixed.
Cobb-Douglas production function is stated as :
(A) Q=KaL C(1-a)
(C) Q=K2LUaC
Based on the information glven ‘ln the following table, answer the
Questmn Nos. 18 to 20 :

120

(B) Land is an active factor.
(D) Land has multiple uses.

(B) Q=K{Ia1acC
(D) Q=KL2Cla)

Product Scihedule
Quantity of Total Product }i&verage Product | Marginal Product
labour (TP) (AP) (MP)

1 10 - -
2 < - 11
3 - 11 -
4 = - 11
5 52 - %
6 - ‘ - 8

What will be the average product whéﬁ quantity of labour is 6 ?

A) 9 “(B) 10

©) 1 (D) 12

What will be the total product when quantity of labour is 4 ?

(A) 38 (B) 40

(C) 42 (D) 44

What will be the marginal product when quantity of labour is 5 ?

(A) 8 ‘B) 9

(©) 10 e(D) 11

Who describes production function as the relationship between the maximum
amount of output that can be produced and the input required to make that
output ?

(A) Cobb-Douglas
(C) Paul Sweezy

(B) Samuelson
(D) Alfred Marshall

TXC
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In short-run, when average cost falls as a result of an increase in outpyt, M “

marginal cost is average cost. *L_

(A) greater than (B) less than L\\_/

(C) equalto _ (D) independent of =
Initially a firm enjoys ___ of scale and beyond a certain limit it suffers
from of scale. ‘

(A) internal economies, internal diseconomies
(B) external economies, external diseconomies
(C) internal diseconomies, internal economies
(D) external diseconomies, external economies

The long-run average cost curve is also called :

(A) Kinked curve (3 (B) Equal quantity curve
(C) Envelope curve . .| (D) Sharp curve
are already incurre_‘;d:once and for all, and cannot be recovered.
(A) Sunk costs 4 (B) Historical cost
(C) Private costs (D) Social costs
Price elasticity of demand of a firm under perfect competition will be :
(A) Very Large (B) Infinite
© Large o, (D) Small

Many sellers offering d1fferent1ated products to many buyers is the

characteristics of :
(A) Perfect competition

(C) Oligopoly competition‘m‘ (D) Monopoly

Identify the correct relationship among MR, AR & e (price elasticity of
demand). . '
(A) MR=AR xe(e-1) (B) AR=MR x (e-1)/e

(C) MR=AR xe/(e-1) 4, (D) MR =AR x (e-1)/e

Total revenue will be maxiﬁjﬁm, where elasticity is equal to :

(A) 1 , e (B) Less than 1

(C) Greater than 1 A (D) Zero

When both demand and supply increase, the equilibrium quantity
the change in equilibrium price is .

(A) decreases, uncertain (B) increases, constant
(C) increases, uncertain (D) decreases, constant

TXC
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Identify the correct below mentioned condition/conditions for equilibrium of a
firm under perfect competition :

(I) MR=MC (I) ME3MC

(IIIy MR <MC (IV) MG should have a positive slope
(V) MC should have a negative slope. = 3

(A) (II) and (V) (B) (Iyand (IV)

(C) (III) and (V) (D) (I)'ahd (IV)

When a perfect competitive firm earns , its average revenues are more
than its average total cost.

(A) supernormal profits-

(B) normal profits

(C) normal profits and supernormal profits
(D) Losses

Market for soaps and detergents are the appropfﬁéte example of :

(A) monopoly (B) oligopoly

(C) monopolistic competition (D) perfect competition
Downward sloping and highly inelastic demand curve is the feature of :
(A) monopoly (B) oligopoly

(C) monopolistic competition (D) perfect competition

Market characterized by a single buyer of a product or service and is mostly
appllcable to factor markets in which a single ﬁrm is the only buyer of a factor
is known as : €53

(A) Oligopsony - (B) Duopoly

(C) Bilateral monopoly (D) Monopsony

Assume that when price is T 20, the quantity demanded is 9 units, and when
price is ¥ 19, the quantity demanded is 10 units. Based on this information,
what is the marginal revenue resulting from an increase in output from 9 units

to 10 units ? A\
(A) %20 B) 19 ‘

(C) %10 (D) %1 -
Average revenue curve is also known as : ) \ %
(A) Profit Curve (B) Demand Curve

(C) Average Cost Curve (D) Ind‘;“f{erence Curve

With a decrease in demand there is 00

(A) an overall decrease in price but an increase'in equilibrium quantity.
(B) an overall increase in price but a decrease in equilibrium quantity.
(C) a decrease in the equilibrium price and quantity demanded and supplied, \
(D) no change in overall price but a reduction in equilibrium quantity. D

TXC o
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If supply increases in a greater proportion than demand then o

(A) The new equilibrium price and quantity will be greater than the original
equilibrium price and quantity. o o

(B) The new equilibrium price will be greater than the original equilibrium
price but equilibrium quantity will be higher. .

(C) The new equifibrium price and quantity will be less than the original
equilibrium price and quantity.

(D) The new equilibrium price will be less than the original equilibrium
price. te)

In oligopoly, when the industry is dominated by one large firm which is

considered as leader of the group, then it is called :

(A) open oligopoly (B) collusive oligopoly

(C) partial oligopoly (D) syndicated oligopoly

The consumption function is a functional relationship between aggregate

consumption and : ¢v; ' B

(A) aggregate disposable income (B) aggregate demand

(C) aggregate supply, . (D) savings

The value of all final goods and services produced in the country within a

given period is called™

(A) National Income (B) Gross Domestic Product (GDP)

(C) Net National Product (NNP) (D) Gross National Product (GNP)

If GDPyp is more than GNPy it means :

(A) the aggregate amount that a country’s citizens and companies earn
abroad is greater than the aggregate amount that foreign citizens and
overseas companies earn in that country.

(B) NFIA is negative.

(C) the aggregateﬁémount that a country’s citizens and companies earn
abroad is equal to the aggregate amount that foreign citizens and
overseas companies earn in that country. ;

(D) NFIA is positive.

Find the real GDP if nominal GDP = 720 and price index = 120.

(A) 864 (B) 500

(C) 600 ( (D) 700 _ ;

Which of the followifg is not true for personal income ? ‘

(A) Itis income re¢gived by household sector, ne = 220

(B) It includes Non-profit Institutions serving households. ¢

(C) It is a measure-of actual current income receipts of persons only from
productive activities.

(D) It excludes retained earnings.

—
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Calculate average propensity to save when C =300 and Y = 1200,
(A) 0.25 (B) 0.50
(©) 0.75 (D) 0.80
Marginal propensity to consume is :
(A) zero when the income is zero. 7- e

(B) always less than unity but greater than zero.
(C) greater than one when income rises.
(D) it does not depend on income,;

Product Method or Value-added method for calculation of National Income is

also called :
(A) Industrial Origin Method (B) Income Disposal Method
(C) Factor Payment Method “ (D) Distributed Share Method

In a 3-sector model, suppose C=8 + 0.6 Y4, I =60, G =T = 10, where C is
consumption, I is investment, Y, is disposable income, G i1s government
expenditure and T is tax. e -

Find out the equilibrium level of national income.

(A) 120 (B) 150

(©) 180 (D) 200

In an economy investment expendlture is increased by ¥ 300 crores and
marginal propensity to consume is 0.6. Calculate the total increase in income.

(A) T 300 crores (B) T 100 crores
(C) T 650 crores (D) % 750 crores

While using the income method, which of the following income is mcluded
while calculating national income ? :
(A) Capital gains

(B) Windfall profits
(C) Income from sale of second-hand goods

(D) Commissions and brokerages

Calculate Gross value added at market price if sales = 750, opening stock =

300, closing stock = 200 and intermediate consumption is 250. VA g
(A) 400 L (B) 450 S R
(C) 600 ¢ (D) 650 AN 228 =1

Nominal GDP is : 13
(A) Same as real GDP
(C) GDRP at current prices

(B) Real GDP less depreciation
(D) GDP at constant prices

TXC
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The investment multiplier is defined as the ratio of :

(A) change in investment due to change in saving

(B) change in demand due to change in investment

(C) change in consumption due to change in investment
(D) change in national income due to: ohange in investment

T~
_L«"‘ —

The ratio of total consumption to total" mcome is known as :
(A) Average Propensity to Consume, (APC) ( 4
(B) Marginal Propensity to Consume (MPC) Y

(C) Saving function

(D) Income function

When entrepreneurs are pessimistic about future market conditions :
(A) It does not impact the economy’

(B) Expansionary phase may begm A

(C) Economy faces contraction in economlc activities.

(D) Investments tend to increagse. fi::l:?‘»’w

Wi J
(A) They occur periodically.
(B) They are recurrent.
(C) They occur at regular intervals.
(D) They have distinct phases of expansion, peak, contraction and trough.

Which of the following is not an internal cause of business cycles ?
(A) Fluctuations in effective demand

(B) Fluctuation in investment ‘

(C) Variations in government spendmg

(D) Technology shock ‘

Changes in stock price, new orders for capital and consumer goods are
examples of :

(A) Leading indicators (B) Lagging indicators
(C) Coincident indicators (D) Non-economic indicators
Variables that change after the real oufput changes are called :
(A) Leading indicators , (B) Lagging indicators
(C) Coincident indicators (D) Non-economic indicators

Taxes on agriculture income is levied by :

(A) Central government

(B) State government

(C) Both central and state government as they are in concurrent list,
(D) Local self-government

TXC






