
  
 ADDITIONAL QUESTIONS 

QUESTIONS FOR PRACTICE  
1.  Which of the following is/are limitation(s) of the wealth definitions of economics given by classical 

economists?  

(A)  By considering the problem of production distribution & exchange of wealth, they focused 
attention on important issues with which economics is concerned.      

(B) By restricting the definition of wealth to material wealth & the neglect of immaterial services, 
they narrowed down the scope of economics. 

(C) Both (A) and (B)        

(D)  None of these 

2.  According to which of the following definitions, economics studies human behavior regarding how he 
satisfied his wants with scare resources? 

(A)  Robbin’s definition       

(B)  Marshall’s definition   

(C)  J.B. Say’s definition      

(D)  Adam Smith’s definition 

3.  Which of the following falls within the domain of Normative Economics? 

 (A) How national income between different individuals is distributed?  

 (B) What actual wage rate is determined under monopsony in labour market?   

 (C) What wage should be paid to the labourers so that they should not be exploited?    

 (D) None of these 

4.  ______________________ is concerned with welfare proposition. 

 (A) Normative Economics  

 (B) Positive Economics 
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 (C) Both (A) and (B)  

 (D)  None of these 

5. Which of the following is/are correct about micro economics? 

(A)  Micro economics studies the economy in its totality.     

(B)  In micro economics we make a microscopic study of the economy. 

(C)  Micro economics deals with the division of total output among industries and firms & the 
allocation of resources among competing uses.     

(D)  Both (B) and (C) 

6.  “If Americans today, for example were to content to live at the level of the Indian middle class people, 
all their wants would be fully satisfied with their available resources and capacity to produce.” 

On the basis of the above statement, which of the following conclusion can be made?  

(A) The possession of goods and services by USA has enormously increased to exceed their 
wants. 

(B) The affluent and developed countries of USA and Western Europe face the problem of 
scarcity even today as their present wants remain a head of their increased resources and 
capacity to produce.  

(C)  The affluent and developed countries are not facing the problem of scarcity.   

(D)  None of these 

7. If there is no central planning authority to make the fundamental economic decisions and thus to 
allocate productive resources, how can then free enterprise or capitalist economy solve its central 
problems? 

(A)  Through the power of God      

(B)  On the basis of decision taken by industrial groups.   

(C)  The free market economy uses the impersonal forces of the market to solve its central 
problems  

(D)  None of these 

8.  The industrialization and economic development of the USA, Great Britain and other Western 
European countries have taken place under the condition of _______________________. 

 (A)  Socialism and planned structure      

 (B)  Capitalism and laissez faire   

 (C)  Mixed economic structure        

 (D)  None of these 
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9.  The greater the inequalities in the distribution of money incomes, the __________________ the 
inequalities in the distribution of national output. 

(A)  greater  

(B)  lesser 

(C)  (A) or (B) 

(D)  None of these 

10.  “A wise individual or a society likes to provide for its growth of productive capacity.” This requires that 
a part of its resources should be devoted to the production of ______________________.  

 (A)  Consumer goods  

  (B)  Capital goods   

 (C)  Defense goods 

 (D)  None of these 

11.  In the beginning the name of economics was ___________________________. 

 (A)  Economics of wealth 

(B)  Political economy 

 (C)  Welfare economics  

 (D)  None of these 

12.  The word economics has been derived from a _____________________ word. 

 (A)  French  

 (B)  Latin   

 (C)  Greek  

 (D)  German 

13.  Economics is mainly concerned with  

 (A)  the achievement of economic development 

 (B)  the achievement and use of material requirements to satisfy human wants   

 (C)  the exploring more resources to satisfy human wants 

 (D)  the limiting human wants with respect to given resources 

14.  Business economics is a field in __________________ which uses economic theory and quantitative 
methods to analyze business enterprises. 

 (A)  Welfare Economics   

 (B)  Development Economics 
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 (C)  Applied economics   

 (D)  None of these 

15.  Business economics is based on micro economics in two categories _______________ and 
________________. 

 (A)  Positive, Normative  

 (B)  Qualitative, Quantitative  

 (C)  Both (A) and (B) 

 (D)  None of these 

16.  Economics is a branch of ___________________ focused on the production, distribution and 
consumption of goods and services. 

 (A)  Natural science 

 (B)  Physical science  

 (C)  Social science 

(D)  None of these 

17.  “Generally a business manager is concerned with problems of his own business units. He does not 
study the economic problems of an economy as a whole.”  

State whether the above statement is___________  

 (A)  True  

 (B)  False   

 (C)  Partly True   

 (D)  Partly False 

18.  Business economics is _______________________ in its approach. 

 (A)  Idealistic  

(B)  Pragmatic   

 (C) Both (A) and (B)  

 (D) None of these 

19.  “A business manager must know the external forces working over his business environment.” 

State whether the above statement is___________  

(A)  True 

(B)  False   

(C)  Partly True  

(D)  Partly False 
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20.  The scope of business economics includes ______________________.  

 (A)  Demand analysis 

 (B)  Cost analysis   

 (C)  Inventory management 

 (D)  All of these 

21.  A socialist economy is a system of production where goods and services are 
produced________________. 

 (A)  to generate profit 

 (B)  directly for use 

 (C)  Both (A) and (B) 

 (D)  None of these 

22.  Which one of the following statements is correct regarding socialist economy? 

 (A)  Production is planned or coordinated and suffers from the business cycle  

 (B)  Production suffers from the business cycle   

 (C)  Production is planned and does not suffers from business cycle  

 (D)  None of these 

23.  Which of the following is not a merit of socialist economy? 

 (A)  It provides equal access to health care and education 

 (B)  Workers are no longer exploited because they own the means of production   

 (C)  Profits are not spread equitably among all workers according to their individual contributions. 

  (D)  Natural resources are preserved for the good of the whole. 

24.  Which of the following is/are the merit(s) of mixed economic system? 

 (A)  Entrepreneurs able to make profit       

 (B)  Progressive taxes to reduce inequality 

 (C)  Government’s provision of public goods      

 (D)  All of the above 

25.  Capital intensive technique of production is used in _____________________. 

 (A)  Developed Economy  

 (B)  Underdeveloped Economy 

 (C)  Labour surplus economy 

 (D)  Capital surplus economy 
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26.  The desire for a commodity by a person depends upon the ________________ he expects to obtain 
from it. 

 (A)  Utility 

 (B)  Pleasure 

 (C)  Taste 

 (D)  None of these 

27.  People know utility of goods by means of ______________________. 

 (A)  price 

 (B)  introspection   

 (C)  demand  

 (D)  desire  

28.  Being _____________________ utility varies with different persons. 

 (A)  absolute 

 (B)  objective   

 (C)  subjective 

(D)  None of these 

29.  An important generalization about demand is described by __________________________. 

 (A)  Law of demand 

 (B)  Factors affecting demand 

 (C)  Quantity demanded  

 (D)  None of these 

30.  Successful business firms spend considerable time, energy and efforts in analyzing the _________ for 
their products. 

 (A)  Supply 

 (B)  Price  

 (C)  Demand  

 (D)  None of these 

31.  By way of an optimal choice, a consumer tends to 

 (A)  save money        

 (B)  purchase large quantity     

 (C)  maximize satisfaction      

 (D)  maximize satisfaction subject to constraints like tastes and preferences. 
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32.  The economist’s concept of demand is _____________ as desire or need or choice or preference or 
 order. 

 (A)  the same thing 

 (B)  not the same thing   

 (C)  (A) or (B)  

 (D)  None of these 

33.  The demand for labour in response to the wage rate is __________ whereas the demand for same 
labour in response to the price of electronic goods where labour enters as an input is_____________. 

 (A) Derived Demand, Direct Demand     

 (B)  Direct Demand, Derived Demand  

 (C)  Individual Demand, Market Demand      

 (D)  Company Demand, Industry Demand 

34.  In the below figure, if DD is the demand curve and R is a given point on it then the area of shaded 
portion OP1RQ1 is _____________  

  

 (A)  Total Revenue (TR)  

  (B)  Marginal Revenue (MR)   

 (C)  Total Cost (TC) 

 (D)  None of these 

35.  Which of the following groups of goods have inelastic demand? 

 (A)  Salt, Smart Phone and Branded Lipstick     

 (B)  School Uniform, Branded Goggles and Smart Phone   

 (C)  Salt, School Uniform and Medicine         

 (D)  Medicine, Branded Sports Shoes and Diamond ring 

36. If the price of a commodity raised by 12% and Ed is (-) 0.63, the expenditure made on the commodity 
by a consumer will  _____________  

 (A)  Decrease 
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 (B)  Increase   

 (C)  Remain same 

 (D)  Can’t Say 

37.  A consumer’s preferences are monotonic if and only if between two bundles, the consumer prefers the 
bundle which has _______________________  

(A)  more of one of the goods       

(B)  less of at least one of the goods   

(C)  more of at least one of the goods and less of the other good.    

(D)  more of at least one of the goods and no less of the other good. 

38.  During lockdown due to COVID-19, a consumer finds the vegetable vendors selling vegetables in the 
street have raised the prices of vegetables than usual prices. She will buy ____________ vegetables 
than/as her usual demand showing the demand of vegetables is ____________.   

 (A)  more, inelastic demand  

 (B)  less, elastic demand   

 (C)  same, inelastic demand 

 (D)  same, elastic demand 

39.  Which of the following is incorrect regarding indifference curve approach of consumer’s behavior? 

(A)  Indifference curve analysis assumes utility is merely orderable and not quantitative.  

(B)  Consumer is capable of comparing the different levels of utilities or satisfactions from different 
commodities. 

(C)  Consumer can say by how much one level of satisfaction is higher or lower than other.
   

(D)  None of these 

40.  According to ordinal approach of consumer’s behavior-  

(A)  Consumer is able to indicate the exact amounts of utilities that he derives from commodity or 
any combinations of them.       

(B)  Utility being psychological feeling is not quantifiable. 

(C)  The consumer is capable of simply comparing the different levels of satisfaction.  

(D)  Both (B) and (C) 

41.  At saturation point of TU curve , the slope of TU curve is_________________________ 

 (A)  1  

 (B)  Infinity  

 

© The Institute of Chartered Accountants of India



.9 ADDITIONAL QUESTIONS A-9 

 (C)  Zero  

 (D)  Positive 

42.  Luxuries are goods that are  

 (A)  Enjoyable and essential 

 (B)  Enjoyable but not essential 

(C)  Essential but not enjoyable  

 (D)  Neither enjoyable nor essential 

43.  Commodities such as prescribed medicines and salt have __________________ and ___________ 
hence, have an ___________________ demand. 

 (A)  Several substitutes, elastic 

 (B)  Several substitutes, inelastic 

 (C)  No close substitutes, inelastic   

 (D)  No close substitutes, elastic 

44.  Let slope of demand curve is (-) 0.6, calculate elasticity of demand when initial price is $ 30 per unit 
and initial quantity is 100 units of the commodity. 

 (A)  0.5  

 (B)  5.55   

 (C)  (-) 0.5 

  (D)  (-) 0.18 

45.  Let QX = 
1500
PX

 , the elasticity of demand of the good X when its price falls from $ 8 to $ 2 per unit, will be- 

 (A)  greater than one 

 (B)  less than one   

 (C)  equal to one  

 (D)  can’t say 

46.  Budget line or price line is downward sloping because _________________________________. 

(A)  There is inverse relationship between the price and demand of a commodity.    

(B)  If a consumer wants to buy more of one good, he has to buy less of other good at given 
money income. 

(C)  If a consumer wants to buy more of one goods, he has to buy less of other goods as his 
money income falls. 

(D)  None of these 
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47.  While drawing budget line of a consumer consuming Nachos chips and Pepsi, if the quantity of Nachos 
taken on Y-axis and quantity of Pepsi on X-axis. The slope of budget line will be- 

 (A)  
PP
PN

  

 (B)  
PN
PP

   

 (C)  
M
PN

  

 (D)  
M
PP

 
[Where, Pp – Price of Pepsi, PN - Price of Nachos & M – Money income of consumer] 

48.  If there is decrease in quantity supplied of a commodity, there will be- 

 (A)  Upward movement on same supply curve 

 (B)  Rightward shift in supply curve   

 (C)  Downward movement on same supply curve 

  (D)  Leftward shift in supply curve 

49.  Relationship between slope of supply curve and elasticity of supply can be defined as - 

 (A)  Product of slope of supply curve and ratio of quantity supply to price  

 (B)  Elasticity of supply is equal to the slope of supply curve. 

 (C)  Product of reciprocal of supply curve and ratio of price to quantity supplied 

 (D)  Elasticity of supply is equal to reciprocal of slope of supply curve. 

50.  A new technique of production reduces the marginal cost of producing paper. How will this affect the 
supply curve of writing material like notebook, register & notepad etc? 

 (A)  Upward movement on same supply curve    

 (B)  Downward movement on same supply curve 

 (C)  Leftward shift in supply curve      

 (D)  Rightward shift in supply curve 

51.  Supply and stock are _________________________ 

 (A)  same things  

 (B)  different   

 (C)  having no comparison 

 (D)  Both (B) and (C) 
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52.  Elasticity of demand and supply are ___________________ concepts. 

 (A)  Relative 

(B)  Absolute 

 (C)  Both (A) and (B) 

 (D)  Neither (A) and (B) 

53.  Law of demand is a qualitative concept where as price elasticity of demand is _____________. 

 (A)  also qualitative concept      

 (B)  Quantitative concept 

 (C)  Quantitative and qualitative concept    

 (D)  Neither qualitative nor quantitative concept 

54.  Which of the following statements is correct regarding indifference curve? 

 (A)  Two ICs may not intersect each other.       

 (B)  Two ICs may intersect each other   

 (C)  Two ICs are always parallel to each other        

 (D)  None of these 

55.  The most crucial determinant of demand for an item is __________________________. 

 (A)  Income of consumer  

  (B)  Prices of other related goods  

 (C)  Taste and preference of consumer  

 (D)  It’s own price 

56.  The price of a piece of jewellery rises, the demand for it may also rise as consumers attach a 
______________ to owning and displaying expensive items.  

 (A)  money value  

(B)  use value 

 (C)  snob value  

 (D)  None of these 

57.  With reference to Arc elasticity measures the responsiveness of demand _____________ on the 
demand curve. 

 (A)  at one given point 

 (B)  at intercepts on X-axis & Y-axis  

 (C)  between two points 

 (D)  Any of the above 
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58.  

 

In the above figure, DD1 is the demand curve of a commodity. There are two points on the demand 
curve i.e., A and B with (P, Q) as (10, 2) & (8, 3) respectively. If the initial point is A OR initial point is 
B, the price elasticity of demand will be -  

 (A)  same in both cases by point method of price elasticity of demand  

 (B)  different in both cases by Arc method of price elasticity of demand  

 (C)  same in both cases by Arc method & different by point method of price elasticity of demand 

  (D)  None of these 

59.  Goods X and Y being independent goods, the cross price elasticity of demand (ignoring the sign) 
between them will be-  

 (A)  1 (unit elastic) 

 (B)  less than 1 

 (C)  greater than 1 

 (D)  Zero 

60.  Match the following 

  LIST-I       LIST- II 

 a.  Cardinal approach    1.  Marginal utility 

 b.  Ordinal approach    2.  Alfred Marshall 

 c.  Hicks & Allen approach    3.  J.R.Hicks 

 d.  Consumer’s Surplus    4.  Indifference Curve 

        5.  Revealed preference theory 

 Codes: a b c d 

(A)   1 2 3 4 

(B)   1 5  4 2 

(C)   1 3  4 2 

(D)   1 3  2 4 
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61.  Condition of equilibrium using utility analysis of demand can be expressed as 

 (A)  MUX/PX = QX  

 (B)  PX QX = MUM  

 (C)  MUX/PX = MUY/PY = MUM 

 (D)  MUX = MUM 

62.  Law of diminishing marginal  rate of substitution is associated with  

 (A)  Marshall 

 (B)  Hicks   

 (C)  Slutsky 

 (D)  Keynes 

63.  According to principle of diminishing marginal rate of substitution- 

 a.  One commodity must be decreased while other is increased     

 b.  Commodity which is increased has higher marginal significance 

 c.  Commodity which is decreased has higher marginal significance    

 d.  Neither qualitative nor quantitative concept 

Of these statements: 

 (A)  Only a is correct          

 (B)  Both a and b are correct  

 (C)  Both a and c are correct         

 (D)  All are correct 

64.  Which of the following statements is correct regarding property of indifference curve? 

 (A)  Two ICs may intersect each other.        

 (B)  Two ICs may not intersect each other   

 (C)  Two ICs are always parallel to each other        

 (D)  Two ICs may be parallel to each other 

65.  MU curve will be below X-axis when 

 (A)  MU is zero 

 (B)  TU is falling  

 (C)  MU is negative 

 (D)  Both (B) and (C) 
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66.  Match the following 

List I 

(a)  for a given 10% change in price demand changes by zero per cent. 

(b)  for a given 10% change in price demand changes by 5% 

(c)  for a given 10% change in price demand changes by 10%. 

(d)  for a given 10% change in price demand changes by 20%. 

List II 

1. e>1  2. e = 1  3. e<1  4. e = 0 

Codes: a b c d 

(A)   3  1 2 4 

(B)   4  3 2 1 

(C)   1  2 3 4 

(D)   2  3 1 4 

67.  A falling MU curve illustrates 

 (A)  The principle of diminishing marginal utility       

 (B)  The principle of diminishing marginal rate of substitution  

 (C)  The principle of equi-marginal utility      

 (D)  Any of the above 

68.  In the following diagram, consumer’s surplus is shown by- 

 

 (A)  OPEQ 

 (B)  ODEQ  

 (C)  PDE 

 (D)  None of these 
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69.  In the following diagram, when the price of the commodity decreases from P1 to P2, the gain in 
consumer’s surplus is equal to- 

 

 (A)  AP1B 

(B)  AP2C 

 (C)  P1P2CB 

 (D)  BSC 

70.  ‘Ceteris Paribus’ clause in Law of demand does not mean-  

 (A)  The price of the commodity does not change      

 (B)  The price of substitutes does not change 

 (C)  The income of consumer does not change       

 (D)  The price of complementary goods does not change 

71.  Assertion (A): In the short run, a producer operates in only II stage of Law of Diminishing Returns 
Where average product of variable factor is declining. 

Reason (R): In stage I and stage III the marginal product of the fixed and the variable factors 
respectively are negative.  

 (A)  (A) is true and (R) is false      

 (B)  Both (A) and (R) are true & (R) is the correct explanation of (A) 

 (C)  Both (A) and (R) are true & (R) is not the correct explanation of (A)    

 (D)  (A) is false and (R) is true 

72.  In the long run which factor of production is fixed? 

 (A)  Labour 

 (B)  Capital   

 (C)  Building  

(D)  None of these 
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73.  Cost incurred which has ‘no relevance’ to future planning is called_  

 (A)  Marginal Cost  

 (B)  Sunk Cost  

 (C)  Book Cost   

 (D)  Average Cost 

74.  Law of diminishing returns to scale is relevant to_ 

 (A)  Short period  

 (B)  Long period   

 (C)  Market period 

 (D)  None of these 

75.  The Cobb-Douglas homogeneous production function given as: Q = L1/2 k1/2 exhibits- 

 (A)  Constant returns to scale       

 (B)  Decreasing returns to scale  

 (C)  Increasing returns to scale     

 (D)  All of the above at various level of output 

76.  In second stage of the Law of Variable Proportion- 

 (A)  MP diminishes & AP increases   

 (B)  AP diminishes but MP increases 

 (C)  Both MP& AP diminish      

 (D)  Both MP& AP increase 

77.  If all inputs are increased in the same proportion, then it is the case of 

 1.  Short run production function 

 2. Long run production function 

 3. Law of Variable Proportion 

 4.  Law of Returns to Scale 

 (A)  1 & 2 only  

 (B)  2 & 3 only  

 (C)  1 & 4 only  

 (D)  2 & 4 only 
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78.  

 

Iso-Quants shown in the above figure exhibits   

1.  Perfect substitutability of factors 

 2.  Perfect complementarily of factors 

 3.  Fixed proportion production function 

 4.  Variable proportion production function 

(A)  1 & 2 only  

(B)  1 & 3 only  

(C)  3 & 4 only  

(D)  2 & 3 only 

79.  Match List I with List II  and choose the correct answer using the codes given below. 

  LIST-I       LIST- II 

 a.  MP is larger than AP    I.  AP is at its maximum  

 b. MP is equal to AP    II.  AP is falling 

 c.  MP is smaller than AP    III.  AP is rising 

Codes: a b c   

(A)   I II III     

(B)   III I II   

(C)   II III I   

(D)   III II I   

80.  Match the following and choose the correct answer using the codes given below. 

        Average Cost          Marginal Cost 

 a.  AC horizontal   I.  MC will rise at a greater rate 

 b.  AC rises    II.  MC falls but at a higher rate 

 c.  AC falls    III.  MC falls at higher rate & then rises at higher rate 
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 d.  AC falls first & then rises  IV.  MC will coincide with it 

Codes: a b c d 

(A)   IV II I III   

(B)   IV I II III 

(C)   I II III IV    

(D)   II III IV I 

81.  Diminishing returns are due to ________________ and increasing returns are due to ___________ 

(A)  Internal diseconomies, Internal economies       

(B)  Internal economies, Internal diseconomies  

(C)  External diseconomies, Internal economies     

(D)  Internal diseconomies, external economies 

82.  Cobb-Douglas function 

 When,   P = Actual output 

  L = Labour 

  C = Capital 

  b = No. of units of labour 

  k = Exponent of labour 

  j = Exponent of capital 

is represented as- 

(A)  P = b LjCk  

(B)  P = b L1/jC1/k   

(C)  P = b LkCj  

(D)  P = 1/ b LkCj 

83.  Assertion (A): An iso-cost line is a straight line.  

 Reason (R): The market rate of exchange between the two inputs is constant. 

(A)  (A) is true and (R) is false      

(B)  Both (A) and (R) are true & (R) is the correct explanation of (A) 

(C)  Both (A) and (R) are true & (R) is not the correct explanation of (A)    

(D)  (A) is false and (R) is true 

84.  Marginal cost is less than the Average Cost when Average Cost falls with 

(A)  an increase in output       
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(B)  a decrease in output   

(C)  constant output        

(D)  None of these 

85.  “Returns to Scale” refers to the effect on total output of changes in 

(A)  a factor 

(B)  various inputs separately  

(C)  all the inputs simultaneously  

(D)  None of these 

86.  Consider the following statements about the relationship between cost and production- 

 1.  When AP rises, AVC falls 

 2.  When AP reaches at maximum, AVC is minimum 

 3.  When AP falls, AVC rises 

Which of the above statements is correct?  

(A)  1 & 2  

(B)  3 only  

(C)  1, 2 & 3  

(D)  2 & 3  

87.  Which one of the following is not a national objective of an enterprise? 

(A)  To provide fair deal to the employees at different levels.     

(B)  To remove inequality of opportunities & provide fair opportunity to all to work and to progress. 

(C)  To produce according to national priorities.       

(D)  To help the country become self reliant & avoid dependence on other nations. 

88.  An enterprise has social objectives as- 

(A). It has to make profit from the society.       

(B)  It lives in society & it cannot grow unless it meets the needs of the society.  

(C)  It has a separate legal identity.        

(D)  None of these 

89.  Human objectives of an enterprise are- 

(A)  To provide fair deal to the employees at different levels.     

(B)  To develop new skills and abilities and provide a work climate in which they will grow mature. 
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(C)  Only (A)        

(D)  Both (A) and (B) 

90.  Which of the following is not a problem of an enterprise? 

(A)  Problem relating to location & size.       

(B)  Problem of making huge profit.  

(C)  Problem relating to finance.        

(D)  Problem relating to organizational structure. 

91.  After identifying the market, the enterprise has to make decision regarding 4 Ps. Which one of the 
following is not one of these 4 Ps.  

(A)  Promotion  

(B)  Place 

(C)  People 

(D)  Product 

92.  Which one of the following is not an assumption of law of variable proportion? 

(A)  Technology of production remains unchanged.      

(B)  Only physical inputs & output are considered.   

(C)  All units of variable factors are different.      

(D)  The must be some inputs whose quantity is kept fixed. 

93.  The schedule given below representing the combinations of two variable inputs (Labour & Capital) for 
two Isoquants of output 100 and 200 respectively. 

 IQ1 IQ2 

Combinations Output Capital Labour Output Capital Labour 

I 100 90 10 200 85 5 

II 100 60 20 200 70 10 

III 100 40 30 200 60 15 

IV 100 30 40 200 55 20 

On the basis of above schedule, which of the following statement is true? 

(A)  IQ1 & IQ2 are parallel to each other.      

(B)  IQ1 & IQ2 are non parallel & intersecting to each other.   

(C)  IQ1 & IQ2 are neither parallel nor intersecting each other.    

(D)  Can’t say 
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94.  Isoquant word is made up of two words i.e., Iso & Quant. Where quant means quantity or output then 
Iso means- 

(A)  Maximum 

(B)  Equal 

(C)  Minimum 

(D)  None of these 

95.  Isoquant curve is convex to the origin due to diminishing MRTS. If X-axis is labour (L) axis & Y-axis is 
Capital (K) axis then MRTS = ? 

(A)  
∆ L
∆ K

  

(B)  
∆ K
∆ L

 

(C)  
1
∆ K

  

(D)  (A) and (B) 

96.  Which one of the following cost curve is rectangular hyperbola in shape? 

(A)  TFC 

(B)  MC  

(C)  AFC  

(D)  AVC 

97.  The areas of all rectangles formed by drawing perpendiculars on both axis from different points on 
AFC curve are___________ 

(A)  same 

(B)  different   

(C)  (A) or (B)  

(D)  can’t be determined 

98.  The area of a rectangle formed by drawing perpendiculars on both axis from a point on AFC curve is 
equal to___________ 

(A)  Total cost 

(B)  Marginal cost   

(C)  Average cost  

(D)  Total fixed cost 
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99.  Which of the following is not a formula for marginal cost? 

(A)  MCN = TCN – TCN-1  

(B)  MC = 
∆ TC
∆ Q

   

(C)  MCN = TVCN – TVCN-1  

(D)  MCN = TFCN – TFCN-1 

100.  Which of the following is incorrect formula? 

(A)  TC = AC × Q   

(B)  ∑MC = TC  

(C)  ∑MC = TVC 

(D)  ∑MC + TFC = TC 

101.  If the price of a product is Rs.20/unit and its price elasticity of demand is (-) 0.25. Its MR will be 
`______  

(A)  60  

(B)  100 

(C)  - 60   

(D)  None of these 

102.  If the price of a product is Rs.10/unit and its price elasticity of demand is (-) 2.5. Its MR will be `_____ 

(A)  10  

(B)  6   

(C)  - 10  

(D)  4 

103.  If the price elasticity of demand of a product is (-) 3, what should be the price of the product for its MR 
to be ` 20? 

(A)  ` 10/unit  

(B)  ` 20/unit   

(C)  ` 30/unit  

(D)  ` 40/unit 

104.  If a product has elastic demand, its marginal revenue (MR) will be ______________. (Given that the 
price of the product is Rs.5/unit). 

(A)  Positive  

(B)  Zero 
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(C)  Negative 

(D)  can’t be determined 

105.  Which of the following is an implication of the imposition of price ceiling below the equilibrium price? 

(A)  Shortages in the market     

(B)  Problem of allocation of limited supplies among large number of consumer. 

(C)  Black marketing     

(D)  All of the above 

106.  In the perfect competition at short run, the firm is a price _____________ and can sell _________ 
amount of output at the on going market price. 

(A)  Taker, any  

(B)  Taker, a definite  

(C)  Maker, any  

(D)  None of the above 

107.  The size of a monopolist’s plant and the degree of utilization of any given plant size depend entirely on 
the ______________________. 

(A)  Factor price  

(B)  Price of good   

(C)  Market demand  

(D)  Market supply 

108.  Monopoly equilibrium can be reached when _______________________. 

(A)  Marginal cost is rising  

(B)  Marginal cost is remaining constant 

(C)  Marginal cost is falling  

(D)  None of these 

109.  Consider the following: 

 1.  Large number of buyers and sellers 

 2.  Firms produce differentiated products 

 3.  Free entry & exit of firms 

 4.  Perfect knowledge about technology 

Which of the above are the characteristics of monopolistic competition? 

(A)  1 & 3 

(B)  2& 3   
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(C)  2, 3 & 4 

(D)  1, 2, 3 & 4 

110.  The kinked demand curve theory explains that even when the demand conditions _____________ the 
price ______________. 

(A)  Change, changes 

(B)  Change, remains stable  

(C)  Remain stable, changes 

(D)  Remain stable, falls 

111.  Which of the following is true at equilibrium in monopolistic competition?  

(A)  Price is greater than marginal cost         

(B)  Price is greater than marginal revenue 

(C)  Both (A) and (B)        

(D)  Price is equal to marginal revenue 

112.  Marginal revenue along with marginal cost helps to determine 

(A)  Profit maximizing output 

(B)  Profit/unit   

(C)  Price/unit  

(D)  Total revenue 

113.  Imperfect competition arises when 

(A)  There is imperfect rivalry among competitors 

(B)  There are unexplainable imperfections in the market   

(C)  Competition does not exist 

(D)  Product variation, ignorance of consumers and distance & transportation costs lead to 
Imperfection in the competitive market which operates on certain assumptions. 

114.  Monopolistic competition has features of 

(A)  Monopoly but not competition      

(B)  Monopoly and competition with features of competition predominating 

(C)  Monopoly and competition with features of monopoly predominating  

(D)  None of the above 

115.  For a competitive firm, long period normal price will 

(A)  Equal AC and MC of production 

(B)  Equal MC of production only   
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(C)  Equal TC of production only 

(D)  None of these 

116.  If a monopolist could perfectly discriminate them which of the following statements would be true? 

(A)  Every increment of the goods would be priced separately so as to capture the entire consumer 
surplus.  

(B)  Every increment of the goods would be priced evenly.   

(C)  Every increment of the goods would be priced higher than the previous one.   

(D)  Every increment of the goods would be priced lower than the previous one. 

117.  Which of the following is an essential condition for price discrimination? 

Choose the correct answer using the codes given below: 

1.  Existence of two or more than two markets 

2.  Full control over the supply 

3.  Communication between buyers in different sectors of the monopolist’s market 

4.  Existence of different elasticity of demand in different markets. 

5.  No possibility of reselling a commodity at a higher price in another market. 

Code: 

(A)  1, 2, 3 & 4  

(B)  2, 3, 4 & 5   

(C)  3, 4 & 5   

(D)  1, 2, 4 & 5 

118.  Match List I with List II and choose the correct answer using the codes given below.  

  List I      List II 

a.  Perfect competition I.  Differentiated product 

b.  Imperfect competition II.  Homogeneous or differentiated products 

c.  Oligopoly III.  Homogenous product 

d.  Monopoly IV.  Sharply differentiated products 

Codes: a b c d 

(A)  I II III IV  

(B)   III I II IV   

(C)   IV III II I  

(D)   I IV III II 
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119.  Marginal cost is equal to marginal revenue, average cost is equal to average revenue, average 
revenue is equal to marginal revenue and average cost is equal to marginal cost. 

 This is the condition of- 

 1.  Long period equilibrium for a firm under oligopoly 

 2.  Short period equilibrium for a firm under oligopoly 

 3.  Long period equilibrium 

 4.  Long period equilibrium for a firm under perfect competition 

 5.  Short period equilibrium for a firm under perfect competition 

(A)  1 & 5 only  

(B)  3 & 4 only   

(C)  3 & 1 only   

(D)  2 only 

120.  At a particular price level, there are no forces tending to move it either up or down means 

 1.  The firm is in equilibrium 

 2.  The price in equilibrium 

 3.  The equilibrium price of the firm 

 4.  The equilibrium price & quantity of the firm 

(A)  1 & 4 only  

(B)  1, 2 & 4 only   

(C)  3 & 1 only  

(D)  4 only 

121.  Which of the following is not correct? 

1.  Monopoly form of market organization may be the result of increasing returns to scale 

2.  Monopoly form of market organization may be the result of patent or govt. decision 

3.  Monopoly form of market or organization may be the result of control over the supply of raw 
materials 

4.  Monopoly form of market or organization may be the result of control over the demand of raw 
materials  

(A)  1 only  

(B)  2 only   

(C)  1 & 3 only   

(D)  4 only 
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122.  Which of the following assumptions is correct in connection with oligopoly? 

 1.  If an oligopolist increases his price his rivals will follow. 

 2.  If an oligopolist increases his price his rivals will not follow. 

 3.  If an oligopolist increases his price his rivals will lower their prices.  

 4.  If an oligopolist decreases his price his rivals will not react. 

(A)  1 only 

(B)  2 only   

(C)  1 & 3 only  

(D)  4 only 

123.  Price is 

  List I       List II 

i.  Highest  a.  Monopoly 

ii.  Second highest  b.  Oligopoly 

iii.  Third highest  c.  Monopolist Competition 

iv.  Fourth highest  d.  Perfect Competition 

Codes:   

(A)   i-d, ii-c, iii-b, iv-a    

(B)   i-a, ii-b, iii-c, iv-d   

(C)   i-d, ii-a, iii-c, iv-b   

(D)   i-a, ii-c, iii-b, iv-d 

124.  Demand curve is 

  List I      List II 

i.  Horizontal a.  Monopoly 

ii.  Kinked b.  Oligopoly 

iii.  Downward sloping c.  Monopolist Competition 

Codes:   

(A)   i-c, ii-a, iii-b    

(B)   i-c, ii-b, iii-a   

(C)   i-a, ii-b, iii-c   

(D)   i-b, ii-a, iii-c 
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125.  An industry comprised of a very large number of sellers producing a standardized product is known as 

(A)  Monopolistic competition  

(B)  Oligopoly 

(C)  Pure monopoly  

(D)  Pure competition 

126.  The demand curve confronted by an individual purely competitive firm is- 

(A)  Relatively elastic i.e., the elasticity coefficient is greater than unity.  

(B)  Perfectly elastic. 

(C)  Relatively inelastic i.e., the elasticity coefficient is less than unity. 

(D)  Perfectly inelastic 

127. For a purely competitive firm total revenue 

(A)  is price times quantity sold.       

(B)  increases by a constant absolute amount as output expands.   

(C)  graphs as a straight upsloping line from the origin.  

(D)  has all of the above characteristics. 

128.  A purely competitive seller’s average revenue curve coincides with 

(A)  its marginal revenue curve only     

(B)  its demand curve only   

(C)  both its demand & marginal revenue curves   

(D)  Neither demand nor marginal revenue curve. 

129. A firm reaches a break-even point (normal profit position) where, 

(A)  Marginal revenue curve cuts the horizontal axis.     

(B)  Marginal cost curve intersects the average variable cost curve. 

(C)  Total revenue equals total variable cost.      

(D)  Total revenue and total cost are equal. 

130.  When a firm is maximizing profit i it will necessarily be 

(A)  Maximizing profit per unit of output.  

(B)  Maximizing the difference between total revenue and total cost.   

(C)  Minimizing total cost 

(D)  Maximizing total revenue  
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131.  For an imperfectly competitive firm 

(A)  Total revenue curve is straight upsloping line because a firm’s sales are independent of 
product price.       

(B)  The marginal revenue curve lies above the demand curve because any reduction in price 
applies to all units sold.   

(C)  The marginal revenue curve lies below the demand curve because any reduction in price 
applies to all units sold.      

(D)  Marginal revenue curve lies below the demand curve because any reduction in price applies 
to only extra unit sold. 

132.  With respect to the pure monopolist’s demand curve it can be said that 

(A)  The stronger the barrier to entry, the more elastic is the monopolist’s demand curve. 

(B)  Price exceeds marginal revenue at all outputs greater than 1.   

(C)  Demand is perfectly inelastic.       

(D)  Marginal revenue equals price at all outputs. 

133.  Because the monopolist’s demand curve is down sloping  

(A)  Marginal revenue equals price.    

(B)  Price must be lowered to sell more output. 

(C)  The elasticity coefficient will increase as price lowered.     

(D)  Its supply curve will also be downsloping. 

134.  The monopolistically competitive seller’s demand curve will become more elastic, the 

(A)  more significant the barriers to entering the industry.      

(B)  greater the degree of product differentiation.   

(C)  larger the number of competitors.      

(D)  smaller the number of competitors. 

135.  The kinked demand curve model of oligopoly is useful in explaining  

(A)  the way that collusion works.    

(B)  why oligopolistic price and output are extremely sensitive to changes in marginal cost.  

(C)  why oligopolistic prices might change only infrequently.      

(D)  the process by which oligopolists merge with one other. 

136.  The government and industry try to predict the business cycle by using indicators. These are: 

(A)  Variable that can explain the growth of production capacity.  

(B)  Variables that precede the actual movements in expenditure and production.   
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(C)  The expenditure categories of consumption, investment and exports.  

(D)  Domestic and foreign indications relating to the business cycle and the tendency. 

137.  During an upturn in the business cycle the negative output gap does not become much more negative 
than it was. This is because of the fact that: 

(A)  Capacity increases because of the rise in investment.     

(B)  Expenditure decreases because of the rise in the interest rate.  

(C)  The government lowers the taxes during an upturn. 

(D)  Labour productivity decreases during upturn. 

138.  Business cycle emerge in  ____________.   

(A)  Socialist economy    

(B)  Free market economy   

(C)  Mixed economic system   

(D)  None of the above 

39.  According to British economist J. M. Keynes _______________ was the main cause of massive 
decline in income and employment during Great Depression of 1930.  

(A)  Lower aggregate expenditure in the economy.   

(B)  Banking crises and low money supply. 

(C)  Overdebtness.   

(D)  Lower profits & pessimism 

140.  Match List I with List II and choose the correct answer using the codes given below.  

   List I      List II 

a.  Leading indicator  I.  Industrial production 

b.  Lagging indicator  II.  Changes in stock price 

c.  Coincident indicator  III.  Corporate profit 

Codes:  a b c 

(A)  I II III 

(B)   II III I 

(C)   III II I 

(D)   I III II  

141.  ______________ sector is more prone to the adverse effects of the business cycle. 

(A)  Agriculture  

(B)  Service  
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(C)  Industrial 

(D)  Can’t say 

142.  Trade/Business cycles occur due to  

  List I       List II 

i.  Changes in money supply  a.  Monopoly 

ii.  Innovations take place in the system  b.  Oligopoly 

iii.  Waves of optimism or pessimism  c.  Monopolist Competition 

iv.  Fluctuations in aggregate effective demand d.  Perfect Competition 

Codes:   

(A)   i-d, ii-c, iii-b, iv-a    

(B)   i-a, ii-b, iii-c, iv-d   

(C)   i-d, ii-a, iii-c, iv-b   

(D)   i-c, ii-a, iii-d, iv-b 

143.  Cyclical business refers to 

(A)  The business where demand fluctuates seasonally.      

(B)  The business which keep on changing their product.   

(C)  The business whose fortunes are closely related to the rate of economic growth.  

(D)  All of the above 

144.  Which of the following statements is correct regarding business cycles? 

(A)  Business cycles always affect all sectors uniformly. 

(B)  Business cycles may affect all sectors uniformly.  

(C)  Business cycles do not affect all sectors uniformly. 

(D)  None of these 

145.  Suppose in an economy the population growth rate remained 6% during last 5 years while the 
economic growth rate during the same period was just 3%. 

What will be the consequences of it? Select the right option from the options given below. 

(A)  Lesser savings→ Lower investment→ Low income & employment→ Low effective demand 
→ Overall slowdown in economic activities        

(B)  More consumption expenditure→ more demand→ more production→ more employment & 
income → Overall boom in economic activities   
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(C)  Increase in labour supply→ Lower wage rate→ Low income → Low savings & investments 
→ Low production→ Overall slowdown in economic activities   

(D)  None of the above 

146.  Post war reconstruction 

(A)  will push the economy to slow down because of excess external debts.    

(B)  will cause pickup in economic activities as the reconstruction pushes up effective demand & 
in turn employment and income. 

(C)  can cause boom or recession depending upon the policies for reconstruction adopted by govt.  

(D)  None of these 

147.  Cost of living increases when business cycle is ___________________ 

(A) at peak  

(B)  contracting   

(C)  expanding  

(D). at lowest point 

148.  During business cycles the opposite of a trough is _____________. 

(A)  an inflation  

(B)  a hyperinflation   

(C)  a trend  

(D)  a peak 

149.  In order to influence spending on the goods and services in the short run, monetary policy is directed 
at directly influencing ___________________________. 

(A)  Unemployment rate  

(B)  Inflation rate 

(C)  Interest rate   

(D)  Economic growth rate 

150.  An important indicator of a nation’s well being is _____________ 

(A)  Gross Domestic Product (GDP) 

(B)  Gross National Product (GNP) 

(C)  Gross National Income (GNI)  

(D)  Growth rate of GDP or GNP 
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ANSWER KEY 
1. (B) 2. (A) 3. (C) 4. (A) 5. (D) 6. (B) 

7. (C) 8. (B) 9. (A) 10. (B) 11. (B) 12. (C) 

13. (B) 14. (C) 15. (A) 16. (C) 17. (A) 18. (B) 

19. (A) 20. (D) 21. (B) 22. (C) 23. (C) 24. (D) 

25. (D) 26. (A) 27. (B) 28. (C) 29. (A) 30. (C) 

31. (D) 32. (B) 33.  (B) 34. (A) 35. (C) 36. (B) 

37. (D) 38. (C) 39. (C) 40. (D) 41. (C) 42. (B) 

43. (C) 44. (C) 45. (C) 46. (B) 47. (A) 48. (C) 

49. (C) 50. (D) 51. (B) 52. (A) 53. (C) 54. (D) 

55. (D) 56. (C) 57. (C) 58. (C) 59. (D) 60. (C) 

61 (C) 62 (B) 63 (C) 64 (D) 65 (D) 66 (B) 

67 (A) 68 (C) 69 (C) 70 (A) 71 (B) 72 (D) 

73 (B) 74 (B) 75 (A) 76 (C) 77 (D) 78 (D) 

79 (B) 80 (B) 81 (A) 82 (C) 83 (B) 84 (A) 

85 (C) 86 (A) 87 (A) 88 (B) 89 (D) 90 (B) 

91 (C) 92 (C) 93 (A) 94 (B) 95 (D) 96 (C) 

97 (A) 98 (D) 99 (D) 100 (B) 101 (C) 102 (B) 

103 (C) 104 (A) 105 (D) 106 (A) 107 (C) 108 (A) 

109 (D) 110 (B) 111 (C) 112 (A) 113 (D) 114 (B) 

115 (A) 116 (A) 117 (D) 118 (B) 119 (B) 120 (D) 

121 (D) 122 (B) 123 (D) 124 (A) 125 (D) 126 (B) 

127 (D) 128 (C) 129 (D) 130 (B) 131 (C) 132 (B) 

133 (B) 134 (C) 135 (C) 136 (D) 137 (A) 138 (B) 

139 (A) 140 (B) 141 (C) 142 (D) 143 (C) 144 (C) 

145 (A) 146 (B) 147 (C) 148 (D) 149 (C) 150 (A) 
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