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{ - NATURE AND SCOPE OF BUSINESS ECONOMICS

Chapter

 MTP Oct 19, ICAT opm

What implication(s) does resource |

! 5 | scarcity have for the satisfaction || \
of wants? | |
| . — |
| e 1o AQ a) Not all wants can be satisfied. %
| pREerse , b) We will never be faced with the || |
_ v the inning the name of need to make choices. ‘ |
B x.? mu'mittl"\gdl s ¢) We must develop ways to decrease || E
_ , our individual wants., | |
o) Economics of wealth d) The discovery of new natural ||
b) Political economy resources is necessary to increase ||
| ¢) Welfare economics our ability to satisfy wants, ,
1 Noneofthese || ’
1 o ICATsM |
\ Extra MCQ o | In every ecoriomic  system, |
oo : i scarcity imposes limitations on
book named 'An Inquiry into e

ﬂgNnm and Causes of the a) households, business firms,
‘Wealth of Nations' (1776) usually governments, and the nation as a ||
abbreviated as 'The Wealth of whole. |

Nations', was written by ___ b) households and business firms, but ||
! : - not the governments. ;
' | @) Alfred Marshall c) local and state governments, but not ||
b) Lionel Robbins the federal government. '
¢) Adam Smith d) households and governments, but
d) AC Pigou not business firms.

ICAT SM, MTP Mar 18 ||

[
3 In Economics, we {{“ﬁt

L scarcity to MM

Consider the following and decide |
7 | which, if any, economy is without ||

3 scarcity: ‘
‘| @) Absolute _scarcity and lack of ; wm |
} resources in  less developed a) The pre-independent Indian ||
| skl economy, where most people were ||
|| b) Relative scarcity ie. scarcity in farmers. |
| relation to the wants of the society, b) A mythical economy  where |
'] ©) Searcity during times of business everybody is a billionaire. '
“ failure and natural calamities. ) Any economy where income is
| d) Scarcity caused on account of distributed equally among its people.
- excessive consumption by the rich. d) None of the above.

TEATSM | | LSE i o AQ.

Econamic goods are considered

.' A.Q.#;'ordln. 1-  '
resources because they | aedaicing to . which . of the

following definitio

TEL

a) cannot be increased in '
quantity.
b) do not exist in adequate qua:)':i'ry to g
satisfy the requirements of the | | =1

society.
c} m ¥ n Rnbb' + T
""‘"f;‘t‘g s";‘;‘?"v by o b-)) Mnrs;:‘usli‘ge:;?i::rn
d) are limited to oo ¢) J.B. Say's defini g
= b d) Adam Smith's definti
_ e ———— de mrhon _
U PR e — ' A
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WP 00t 20, 16AT 5 |

dunls with wealth of Mation® was | |
Altred Marehall
At Pigou

Adliin Biith

I R Suy

Fennomics 18 a Science  which
gml! with wealth' wos referred | |
w |

Alfred Marahal
J r.”_‘}_

Adam Smith
A Pigou

e definition “Sele eh | | i ek i i v

_u;A

h)

N

definitions of ecoromics gen by
gl_miw ecoromists?

By considering the problem of
W’Fid'lf.flfjﬂ digtribution & g/cmjz
of wealth, they focused attention on
important  issues  with  which
economics is concerned,

By restricting the definition of
wealth to material wealth & the
neglect of immaterial services, they
narrowed down the  scope of

v

economics.,
Both (A) and (B)
MNone of these

MTP Oct 20, TCAL 5M

Scarcity definition of Economice

The resources are limited
The wants are unlimited
The resources are unlimited
Bothaand b

16

produce.” ]
On the basis of the above
statement, which of the following
conclusion con be made?

b)

d)

The possession of goods and
services by USA has enormously
increased fo exceed their wants.
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.
The affluent and developed
countries are not facing the problem
of scarcity, :

None of these

L given by
a) Alfred Marshall
b) Samuelzon
¢) Robingon
d) Adam Smith
MTP Apr 21, ICAT S5M
anaderial économics
|18 | The mongg@higheconomic
a) Iz Applied Economics that fills the
gap between economic theory and
business practice |
b) Is just a theory concept 1_
¢) Traing managers how fo behave in | |
recession ’
d) Provides the tools which explain
various concepts TRt
~ AQ., MTP Mar 18, MTP Apr 19
13 | The law of scarcity
a) does not apply to rich developed
countries
b) applies only to the less developed
countries ;
¢) implies that consumers wants will be
satisfied in a socialistic system
d) imples that consumers wants will
never be completely satisfied
k‘ _: -. s & -o_l_ W scam !MVSIR)
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Chapter 1 - NATURE AND SCOPE OF BUSINESS ECONOMIcs

Microeconomics.

[ _ ICAT SM Exra MCQ
’ 17 | Business Economics is defined Business Economics
| the tools of . as use of economic analysis in the
'| a) Abstract and applies the 1o iR ik e b inaen cokc e

|

| Dean
b) Involves practical application of a) Joe
: economic theory in business decision b) Adam Smith
making. ¢) Alfred Marshall
¢) Incorporates tools from multiple d) Lionel Robbins
disciplines. ——
d) (b)and (c) above Extra MCQ)
'1 Business Economics is rot only
f AQ. valuable to business decision
? 23 | makers, but also useful for
1| 18 In the beglnnmg fhe n;me of managers . of . taar, ﬁrofn
l economics was . wor organisations. Thisis-
::s a) Fr‘e_nch a) True
|| b) Latin b) False
|] €) Greek ¢) Partly True
|| d) German d) Parﬂy False

ag | "4 MTP Mar 18, MTP Mar 19

Whlch of the following is a cause
| of an econcmic protlern?

Business economics is a field in
19 which uses eccnomic .
theory and quantitative methods
tc analyze business enterprises

a) Scar'chy of Resources
b) Unlimited wants

a) Welfare Economics c) Alternative uses
'| b) Development Economics : d) All of the above. |
'| c) Applied economics : =it S
[].9) None of these . MTP Oct 20
l MTP Dec 22, AQ 11] | The economic andlysis expects
111251 ‘the consumer ‘ro behave in a
E =mmmz:s\%fs a br‘anch of :_ monner' whach is:
_focused on the pr'oduchon 1

ibution and consumption of .
| goods and services. . a) Rational

b) Irrational
'1 @) Natural science c) Emotional
|| b) Physical science d) Indifferent

¢) Social science
d) None of these

—
MTP Apr 19, Oct 20, ICAT SM

MTP. it o IBCGHOMIC study is

e e |

g 21 Scar city ﬂf resources
duzfo 4 of

a) It ensure that all problems will be
approprm'rely tackled

b) It helps inidentifying problems

c) It enable to examine a problem in

a) High demand of resources
b) Absence of Substitutes

¢) Mismanagement ||| . itsright perspective I
d) All of these and inequality o BB It gives exact solutions to every ||
| L - prqblzm_
h 4 s e ] ‘
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Chapter 1 - NATURE AND SCOPE OF BUSINESS ECONOMICS

¥ Mﬂ* Nw QZMT’PA:AQ IG.M:W’ Oct 35—1 Decision Making Notes
27 | “Economick 1% peutral  between - -
end”. / 1l Economists  regard  decision

A S e S s S

making as important because:

a) Robbins GRS

b) Marshall a) The resources required to satisfy
) ;‘,W;. : our unlimited wants and needs are
i i

d) Adam Smith finite, or scarce,

. , b) It is crucial to understand how we

SRR can best allocate our Sscarce
MTP June 22 resources to satisfy society’s

unlimited wants and needs.

Resources have alternative uses.

d) All the above

Most of the economic problems e)

are of _____ nature and are
affected by

B bt - @ 4 ICAL SM
a) Complex, Several forces i WY ;
b) Simple, Several forces Which of the following is not the

c) 5|mplc‘ 5|n9|¢ factor 32 SUbJe _)_d'H'B'[’ of Business
d) Complex, Single factor EC°"° nics?. :

| MTP Nov 22 a). Should our firm be in this business? {
' b) How much should be produced and at l
. Which of the following price should be kept? :
statements is true? ¢) How will the product be placed in E
the market? '
a) The study of economics ensures d) How - should we  decrease E
that all  problems  will be unemployment in the economy? ‘

appropriately tackled. |
b) The study of economics cannot

ensure that all problems will be | MTP e
appropriately tackled. 33 | Rational decision making requires
¢) The study of economics does not that ' .
enable a student to examine a 5 _ '
problem in its right perspective. a) one's choice be arrived at logically ||
& Kioashof thess and without error, |
b) one's choice be consistent with one's ||
goal, }
PYQ June 22 c) one's choice never vary. |
d) The consumer plan's to attain the ||
highest possible level of
satisfaction.
30 | Which of the following is the il
central problem of the economy? MTP June 22
The survival and success of any
34 | business - depends on
'| @) Unemployment foung Sk
|| b) Poverty :
|| €) Scarcity of resources g) Mind
{{ d) Inflation ) Environment
| c) Decisions
{ d) None of these
b - m———

saa1ETDN _
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Chapter 1

Macro Economics

SRR R T

ICAT SM |

. NATURE AND SCOPE OF BUSINESS ECONOMICs

{
AT |

ICAL SM ||

| L [ Macreeconamics is also called_
38 | aconomics.

Which of the following would be

a) applied

b) aggregate

¢) experimental

d) none of the above

e ————————————

e

MTP May 20, ICAT SM

A study of how increases in the
corporate income tax rate will
36 | affect the national unemployment
rate is an example of

—

39 | considered a topic of study in
Macroeconomics?
a) The effect of increase in wages on

b)
c)

d)

the profitability of cotton industry
The effect on steel prices when
more steel is imported

The effect of an increasing inflation
rate on living standards of people in
India

The effect of an increase in the
price of coffee on the quantity of
tea consumed

XA o,

Macro Economics is the study of

a) Macro-Economics.
b) Descriptive Economics.
¢) Micro-economics.
d) Normative economics

all aspects of scarcity.
the national economy and the global
economy as a whole.

ICAI SM

Which of the following does not
37 | suggest a macro approach for
India? = o  #%%

a) Determining the GNP of India.

b) Finding the causes of failure of ABC
Ltd.

¢) Identifying the causes of inflation in
India.

d) Analyse the causes of failure of
industry in providing large scale
employment

ICAT SM, MTP Mar 22

The branch of economic theory

38 | that deals with the problem of

allocation of resources is

a) Micro-Economic theory.

¢) big businesses.
d) the decisions of individual
businesses and people.
ICAI SM
41 | Which  of  the  following
statements is correct?.
a) Micro economics is important for

study of a particular household and
a particular firm

Macro economics is important for
study of economic conditions of a
country

None of the above

Both aand b

Mr. Satish hired a business

| consultant to guide him for

| growth of his business. The
' consultant visited his factory and
| suggested some changes wﬁf
| respect fo staff appointmet,
loan availability and so on. Whic

T ———

1

sM |
ICAT SM ||

__ et
| approach is that consultant using’ |

o)

' mics
b) Macro-ecopomic theory. b) m:crrc::?cc:x:mics
c) Econometrics. ¢) None of the above
d) none of the above d) Bothaandb el




Chapter 1 - !

JATURE AND SCOPE OF BUSINE

ik

a) the economy a8 a whole

b) the electronics industry

| &) the study of individual economic

E behaviour

d) the interactions within the enfire
economy

MTP Oct 16, AL,

| ag | Which  of  the
statements is incorrect?

following

Unlike normative economics, positive
economics s based on objective
analysis of economic issues,

The opportunity cost of a good is

| the quantity of other goods
sacrificed to get another unit of
that good.

c) Microeconomics emphasizes
interactions in the economy as a
whole,

d) None of the above

WAQ

Which of the following falls under
Micro Economics ?

bl

&

45

a) National Income

b) General Price level

¢) Factor Pricing

d) National Saving and Investment

AQ,

Which of the
statements is correct?

following

o) Employment and economic growth
are studied in micro-economics,

b) Micro economics deals with balance
of frade

¢) Economic condition of a section of
the people is studied in micro-
economics

d) External value of money is dealt
with in micro-economics

T —————

d) Both(B)and (C) |

a) Micro  economics ydies the !

economy in s Totality,

b) In micro economiics we s 4
microscopic study of the economy.

¢) Micro economcs dedls with the |

division of 1019l output amorg |

industries and firms & the dlocation |

of resOUrces among Competing uses.

i )

48

a) The price of mangoes. :

b) The ¢ost of producing e fire truck |
for the fire department of Delni, |
India,

¢) The quentity of mongoes prodiced |
for the mangoes market, ‘

d) The national economy's annual rate |
of growth

49 | Macroeconomics is th

a) Inflation
b) Unemployment
¢) Growth
d) All of the above

When we study why savi

a) Macro Economics
b) Micro Economics
¢) Econometrics

d) Both (a) and (b)

51

B

a) Location of a Indust
b) Study of firms

c) Factor prici A
d) Al of the above

Wi cA Mohnish Vora (MVSIR)

& myvsir.in
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NATURE AND SCOPE OF BusINESS ECONoM
| . | Icy

m economics doesnt inelude
“one example from the following:

e -

¢)

ﬂ\' National Income and output
B) Study of firms

d) Saving and Investment

General Price Level

i A by Y AR 30 - 88

Extra MOQ

53

The long-run trends in business
world are  determined by
prevailing

a)
b)
¢)
d)

microeconomic factors
macroeconomic factors
Both (a) & (b)

None of the above

Extra MCQ

Consumer behaviour & location of
industry are arcas under

N bk b

a)
b)
c)
d)

Macro environment
Micro environment
Both (a) & (b)

None of the above

N

ATR bec 2022

a8

ory studies how
ise  economy

a)
b)
c)
d)

the price of goods

the price of services

the price of economic resources
all of the above.

MTP Dec 2022

| Which of the following .is: .n‘o

d in micro economics?

Nature of Business Economies

ot e

a)
b)
¢)
d)

O

HF‘YQ J e 2p

TWNERRE The Totmrme e
' € HWInG |
subject  matter ’:ﬂ i,

‘ Mgy
econamicy » g
Rehaviour of firms

Location of industey

Consumer behaviour

Foreign exchange rate

R

ICAL sm

sy | Which of the fallowing s o

normative statement?

a) Planned economies allocate
resources viQ government
departments.

b) Most transitional economies have
experienced problems of falling

¢)

d)

output and rising prices over the
past decade

There is a greater degree of
consumer sovereignty in  market
economies than planned economies
Reducing inequality should be a
major priority for mixed economies

ICAI SM

o

. Rom Mycorn harvest this year is
poae. .

. Kbishuﬁt an‘f worry, Price

increases will compensate for the

~ fall in quantity supplied.

| Vinod: Climate affects crop
yields. Some years are bad,
_others are good.

Madhu: The Government ought 1o
Qiéld_t‘ﬂn'l‘ea that our income will not
fall.

h this  caversation, the
normative statement is made by

a) Factor prici =
b) Location of Industry a) Ram
c) Consumer Behavioyr b)) Krishan
d) External value of currency ¢) Vinod
~d) Madhu
u e dik .-_" e ‘_—”‘
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Chapter 1

. NATURE AND SCOPE O

[Whieh of the followng is a

' normative

a) Large government deficits couse an
economy to grow more slowly
b) People work harder if the wage is

higher.,

¢) The unemployment rate should be
less.

d) Printing too much money causes
inflation

') AQ

a) Unemployment rate decreases with
i indugtriali zation
| b) Economics is a social science that
gtudies human behaviour
¢) The minimum wage should be raised
to Rg, 200/- per day
d) India spends a huge amount of
money on national defence.
MTP May 20, ICAT SM
61 The difference between positive
and normative Economics is:
a) Positive Economics explains the

d)

[

performance of the economy while
normative Ecoromics finds out the
reasons for poor performance.
Positive Economics describes the
facts of the economy while
normative Economics involves
evaluating whether some of these
are good or bad for the welfare of
the people

Normative Economics describes the
facts of the economy while positive
Economics  .involves  evaluating
whether some of these are good or
bad for the welfare of the people.
Positive Economics prescribes while
normative Economics describes.

WHich “of the following falls
64 | within_the domain of Nermative

MTP Oct 20, ICAI SM

“Economics?
I
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 fo the
labourers so that they should not
be exploited?

d} None of these

62

Which of the following

: statements is incorrect?

MTP Nov 22, AQ. | |

@)
b)
c)
d)

Business economics i§ normotive in
naTure.

Business Fconomics has o close
connection with statisnics.

Business Ecomomist need not worry
about macro variables

Business Economics is also called

Maragerial Economics

65

F BUSINESS ECONOMICS

a) MNeormative Economics
b) Pesitive Economics
¢) Both (A) and (B)

d) None of these

o4

<in raani e TDN
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prer 1 - NATURE AND SCOPE OF BUSINESS ECONOMgcy

| a) Positive, Normative
B Qualitative, Quantitative
'] &) Beth (A) and (B)
b) Faise
g ¢) Partly True
R . d) Partly False »
a) Health care basic facilities to be Mﬁmmﬁl’?m! -
provided to all citizens. - Which ) i | b
b) With Industrialisation, Fesed o Il'&r _!"-"‘k’ i 3 "
unemployment rate decreases ® o ,sri 5 ﬁ;," ol »
c) On notional defence India spent | | be ; ﬁi “
i hgcmt of money. a) Faster economic owth shoul
| as’? . GFowl 2 QUG
= d) None of these result if an econemy has a higher |
e level of investment =
AQ. b) Changing the level of interest 2
econcmics is in its rctes is a better way of managing | }
the ecoromy than using taxation :
i and government expenditure. ¥
:} Toealstic { | ©) Higher levels of unemployment
) mﬁc will lead to higher levels of | \
;) ('Af)aﬂd (8) _ inflation. | ¢
) None of these | | d)  The average level of growth in the | o
—— - economy was faster in the 1990s | !
than the 1980s | F
MTP Nov 22, ICAT SM »
i B S AR e S ok 73 | An example of ‘positive
| ; S Tone economic analysis would be: ;
b) False ' S
c) Partly True
d) Partly False

a) an andlysis of the relationship
between the price of food and the |

e

e |

quantity purchased. :
b) determining how much income each |
person should be guaranteed. %

c) determining the ‘fair’ price for | f :

food. ;' ¥

d) deciding how to distribute the .
a) Positive Science ~ output of the economy

b) Normetive Science - j
¢) Both (a) and (b) *
d) None of the above :
eitard

M CA Mohnish Vora (MVSIR) e mvsir.in
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5CONOMICS

: e E——— R |
T Ape 19 | B Tune 22
-4 wa of the follbwng \ mmm selence mqmml
statements i$ corvect? " which of the followirng?
a) As normative science, boonomnes | a) \\ hat \h.mM e
mvolves value judgments i b) What to produce
b) Robbins has made econdmis as @ 111 @) How to produce
form of welfare economics g l d) When to produce
¢} The Low of Demand 8 ahways true f
d) Noas of the above ; PYQ June 22
[ TN Mou‘ i u’\wlvm ﬂ\o m‘edmi\inunm
% R . of bureauctacy and _resulting
Which of the following are the |
75 | charocteristics  of Business JO— i
Economcs: l | Q) Socialistic econamy
_ 2 < | | b) Capitalist economy
) Itisanormative STIERCE | ¢) Mixed economy
b) It isinter diSCiphnary | d) Free market economy
c) Progmatic "\c* re L : e
a Al :' he above et PVQ J\Il‘.ﬂ
Rusum‘ Eeo:\omus s pr';\qmum

22 1 W_,‘.‘}]
MTPMar‘.,De\.é:mj

Taxation invoives which aspects i
of normative @conomicst

&

bl

| @) Incidence | |
| b} Fairness |
¢} Incentive to work
| d) All of the above
PY¥Q June 22
- Which of the following is not @
correct siuwnent 2
|
| ) Business economics is a normative |
science
b) Business economics IS an art
¢) Business economics is based largely
i on MICro economics ;
| d) Business economics does not |
i incorporate elements of macro :E
economic analysis !
MTP Nov 22 i
78 | Business economics iS___
i %
a) science
b) An art
c) Both science and art
d) None of these

N‘ CA Mohmsh Vora (MVSIR)

_in approach because of which of
The .nlls.\wnq cause ¢

Q) ‘m\ed on assumptions
b) Tackles practical problems
-) Considers prafit only

C
d) N‘L\ld(‘l s internal m!uc

Scope of Business Economics

MTP Mar 18, May 20, TCAT SM

Which of the following s not
within the scope of Business
Economics? :

82

a) Capital Budgeting
b) Risk Analysis
¢) Business Cycles
i) Accounting Standards

Li

AQ.

The scope of business economics

83 includes

a) Demand analysis

b) Cost analysis

¢) Inventory management
d) All of these

mvsir.in
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Rl o

nt

of

control over macro-
economic factors.

the firm

a) has
b) hasno

¢) has partial
d) None of these

MTP Dec 22

85

Which of the following are within
the scope of business economies?

a) Capital Budgeting
b) Risk Analysis

c) Business cycles
d) All of the Above

86

Which of the following is NOT a
basic problem of an economy >

a)
b)

c)
d)

— 1

Whether to produce more of
consumer goods or capital goods
Whether to lay emphasis on laboyr
intensive techniques or on capitq|
intensive techniques

Whether to produce for rich people
or for poor people

Whether to accept foreign direct
investment in the economy

87

The basic problem of scarcity
gives rise to

a)
b)
c)
d)

Technological problems
Social problems
Cuitural problems
Eccnomic probiems

el |

Answer Key - Economics Chapter 1 - Unit 1 |

1 18116 E BN | D (46|l clertlBT76 1 B
e el 17N 32 | B a7 ne2lcl77 o
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A.Q.

*A wise individual or a society
likes to provide for its growth of

Central Economic Problems 5 | productive  capacity.”  This
requires that a part of its
| B ICAI SM resources should be devoted to
: : the production of
1 The central problem in economics
is that of a) Consumer goods
ital good
a) comparing the success of command E)) giﬂ;:sg(;zosds
versus market economies.
b) guaranteering that  production i bt B e
occurs in  the most efficient MTP Nov 22, A.Q.
manner. 7 7 — - .' s
¢) guaranteering a minimum level of The greater the inequalities in
income for every citizen. the distribution of money
d) allocating scarce resources in such 6 | incomes, th® the
a manner that society's unlimited inequalities in the distribution of
needs or wants are satisfied in the national output. '
best possible manner. ) 1
a) greate
MTP May 20, ICAT SM b) lesser
: : c) (A)or(B)
> | Capital infensive techrique weuld d). None of these
get chosen ina -,
a) labour surplus economy where the = _ MTP Mar 21
relative price of capital is lower. . -
b) capital surplus economy where the 7 Thle + p_r'?b.Iem what to produce
relative price of capital is lower, : el
©) f::ﬁ:ﬁ::y is b;ﬁ::omy e a) choic_e of goods and services
d) developing economy where b) d:fr-ubu?on 0: Income
technology is poor. ¢) choice of technique
— d) market value of goods and services
s o Y p—
BT . P i _ MTPbec2z 4Q
3 | of the four central questions g | Capital intensive technique of
|'that the study of economics is | production is used in
| supposed to answer?
0 W prechces ar e
b) When are goods produced? P oy
iz i ¢) Labour surpl
5 plus economy
¢) Who consumes what d) Capital surplus econom
d) How are goods produced? Y
ICAT SM g MTP Dec 22
Larger production of ___ goods 9 rThlztpr':bFem of "what to produce
4 | would lead to higher production in [T Eateta
;- | future. R
s e G a) The choice of goods and service
] a) consumer goods b) Distribution of income
| b) capital goods ¢) The choice of technique
| || €) agricultural goods d) None of these
§ I d) public goods

| I Wi CA Mohnish Vora (MVSIR) | .
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SAREY 20, ICAT SM i i . ICAT sy

“Apr 19, Oct 20, 1€ — S e M

4 - he central  The economic system inm

_Economics, the th ans  of ) all
e problem means: 14 owftedm:nz c:ntroﬁra: Ugﬂon N

: e
. ) OuTit 18 restricted to the limited individuals for profit, Y Private
a) Outp

‘ sility of resources — ]
fm"a::c':y do not have as much a) Soclmlism
g e b) Capitalism

money as they would wish o
be certain level of ¢) Mixed economy
¢) There will always be i Aaaiicie

unemployment

A ted i
d) Resources are not always alloca ———
in an optimum way ICAT SM, MTP Mo % |

| Freedom of choice is 1]
Capitalistic Economy 15 advantage of 'sa the

ICAI SM a) Socialism S

. b) Capitalism '

Which of the following is ¢) Communism |

i considered as a disadvantage of d) None of the above. j
allocating resources using the , — ]| ‘i
market system? Ex’rrm |

a) Income will tend to be unevenly Prededince of property rights |
‘ distributed 10 “over human rights is demerit gf_, ‘

b) People do not get goods of their | | . i |

e a)  Socialist Eccnomy
¢) Men of Initiative and enterprise b) Mixed Economy ‘[
are not rewarded. c) Capitalist Economy - |
d) Profits will tend to be low. d) All of the above ? ‘
MTP Nov 22, MTP Apr 19, Oct 20, _ MTPJune 22, MTP Nov22 ||
Which of the fnituwingns not one 17 ' The regulatory mechanism of the |
12 | of the features of capitalist ||| ' ¢ _ e |
, st Sl L a) Self interest | i
' | @) Right of private property b) Private property ‘[
b) Freedom of choice by the c) Competition :
consumers d) Specialization |
¢) No profit, No Loss motive : o | |
d) Competition e AQ |
trar e (L ) XF Therels no central planning ||
: CAI SM | authority  to  make ,the
13 Which  of the following | || | fundamental economic decisions |
statements does not apply to a 18 | and thus to allocate productive |
market economy? " . | resources, how can then free |
| @) Firms decide wh - o | entferprise or capitalist economy |
| Ao € whom to hire and what | solve its central problems? |
| B) Firms aim at maximiy: . e g !
. mizin ‘r
| {1 £) Households decide J;hg f;r’ofn:‘s_ o) Througs Thg Pawst Of'G'Od taken by
| work for and yper, MNich firms to | || b) On the basis of decision to
i incomes. at to buy with thejp industrial groups. e
d) Government pali~: _ c) The free market economy U bt |
forces that Zﬂ;ﬁfs»rﬁre fhe. Primary impersonal forces of the market 10
firms and households € decisions of solve its central problems
: d) None of these e

M CA Mohnish Vora (Mverns —emim N
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Chapter 1 - NATURE AND SCOPE OF BUSINESS ECONOMICS .

AQ. MTP June 22
The industrialization and 23 | forces that make market ||
economic development of the economies work. . |
USA, &Ereat Britain and other | |
e Western European countries have a) Elasticity of demand
taken place under the condition b) Quantity demanded
of ? c) Supply
d) Quantity supplied
a) Socialism and planned structure | MTP Dec 22

b) Capitalism and laissez faire
¢) Mixed economic structure
d) None of these

24 | Consumer is sovereign under

a) Free Economy

MTP Apr 21 b) Mixed Economy

c) Controlled Economy
Which of the following is not a | | d) Both (a) and (b)

e demerit of Capitalism?
MTP Dec 22
a) The pattern of demand does not | | - T
represent the real need of the | | | 55 | The Characteristics of capitalist
society. | ‘economics does not include?
b) Strikes and lockdown are very st
common under capitalism - | @) Right to Private property

b) Freedom of economic choice
c) Absence of Consumer choice

c) Capitalism usually functions in a
democratic framework.

d) None of these i | d) Competition
ICAI SM ~ MTP Nov 22
: Which one of the followi
: Iir; a fr;?ej'.‘mkef economy ‘rh_e | 26 countries  does : not folionugw
2 ge:;‘::rl\?:ed b(;f resources is | | Capitalist economic system?
a) USA
a) Voting done by consumers b) UK
b) a central planning authority. c) Ge"'?’““”Y
¢) consumer preferences. d) India
d) the level of profits of firms.
PYQ June 22
MTP Oct 20, ICAI SM _
A  capitalist economy uses 27 Whi‘:h gt e fo!lowin_g m
principal means of allocating Y invisible hands > PR |
resources.
a) demand a) Mixed economic system
1 5] mak | | B) Secialistic economic Shein l
J PPly ¢) Capitali X E-
|| ©) efficiency & P’P alist economic system ;
| | d) prices : anned economic system i
| :

AV‘ CA Mohnish Vora (MVSIR)
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i Socialistic Economy

PYQ June 22

28 In a socialist economy the
allocation of resources is done by

a) Market Price

b) Consumer preferences

¢) A central planning authority
d) The level of corporate profits

 PYQJune 22

»g | A socidlist economy is called
as which of the fo_flowing. 2

32 S 19 plsa
command economy

a) Socialist
b) Capitalist
c) Mixed economy

d) None of the above

MTP Dec 22, AQ.

A socialist economy is , |

33 system of production where |
goods and  services '

a) Command economy

b) Military economy

¢) Behavioralist economy
d) Applied economy

are |
| produced_ |
a) to generate profit \‘
b) directly for use
c) Both (A) and (B)
d) None of these
AQ. |

MTP Mar 18, May 20, ICAL SM

Exploitation and ineqﬁaii- ‘
30 b S :
minimal under

faWhich one of the following |
4 | statements is correct regarding |
| socialist economy?

a) Socialism

b) Capitalism

c) Mixed economy

d) None of the above.

"a) Production is  planned  or |

coordinated and suffers from the |
business cycle ;
b) Production suffers from the |
business cycle :
¢) Production is planned and does not |

suffers from business cycle
d) None of these

AQ.

MTP May 20, ICAT SM

31 | Administered prices refer to:

a) Prices determined by forces of
demand and supply

b) Prices determined by sellers in the
market
¢) Prices determined by an external

authority which g W
government itially. the

f None of the aboye,

3;5 | 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

¢) Profits are not spread equitably
among all workers according 1o
their individual contributions.

d) Natural resources are preserved
for the good of the whole

s S
s

- e
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Chapter 1 - NATURE AND SCOPE OF BUSINESS E

e
MTP Apr 21 A.Q.-_
i Which of the following is/are
a) Right to work and minimum standard al the' meristay of mixed
to living ic system?
b) Absence of competition i ad
¢) Right to private property
d) Bothaand b
a) Entrepreneurs able to make profit
In a planned or command b) Progressive taxes 1o reduce
economy all the economic inequality ;
37 | decisions are taken by the ¢) Government's provision of public
goods
the above
a) Workers d) Al plane s
b) Consumers
¢) Voters :
d) Government MTP Aug 18
Which of the following is
A
Al . correct?
38 Administered price  are 7 ‘ :
determined in socialism by: a) Normative economics IS not
concerned with value judgment.
a) Market Forces b) A market is a process that
b) Government reconciles  consumer  decision,
c) Both (a) and (b)a production decisions and labour
d) None of these decisions.
c) A mixed economy has a certain
MTP Mar 19 level of government intervention in
Which economy lsnow a myth the economy _cxlong with private
3g | only, as no country in the world 4 EQCL"'"bOW”Z”Sh'P of the economy.
is having that ftype of ) Both (b) and (c)
E) gapi_TT_!isTEEconomy | Which of the following
C)) M‘?C'“d'sg sonomy 43 statements is/are correct
d) lee ff&”"mg’ about  mixed  economic
: one o € above sys‘t‘em? :
: Mixed Economy
ICAI SM a) Mixed economic system depends
20 : : . on both markets and governments
In a mixed economy . for allocation of resources
Mixed economy i
a) all economic decisions are taken by old h ) i5_not olwaiEs
. golden path between -capitalism
: ﬂlwe central authority. and socialism
al ‘ isi : o
| ) all economic decisions are taken by C). Tt s vary difficuli fo raih
; private entrepreneurs. proper balance bet i
| ¢) economic decisions are partly taken and public sectors ween private
E by the state and partly by the d) All of the above

|
{
!

j‘

private entrepreneurs.
d) none of the above.

lVA CA Mohnish Vora (MVSIR)
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Chapter 1 -

| Which of  the  following

|| 44 | statements is correct?

a) In a two-good economy, the
production possibilities  frontier

reflects the maximum amount of one
good that can be produced when a
given amount of the other good is
produced.

b) Microeconomics is the study of the
behavior of the economy as a whole,

c) Positive economics focuses on
welfare of the people of a society

d) None of the above

NATURE AND SCOPE OF BUSINEsg ECONg
“

Which of the following statement

45 is correct?

a) Mixed economy is not always a
golden path’ between capitalistic
and socialistic economy

Socialistic economy is not always a
golden  path’ between mixed
economy and capitalism

Capitalistic economy is not always a
golden  path’ between mixed
economy and socialism

Local economy is not always a 'golden
path’  between internal  and
international economy

|
|
|
!
i

! Which uf the foli
| Y ke !
j Sfﬂfﬁmn?ﬂ 18 nad COPPechy dhoiis 9
|
{ | a) Scare 1Y of resources i
: 1 I8 the |,
pr'nhlnm of all e Onomies ne
b) Economic inedqiialities lead s,
differences in iy,
g AT
| opportunities 1o people g
[ | €) Economic instability is yer Y Eom
under capitalism i
[ | d) Freedom of enterprise is ore a¢ +
‘ i the
| main I.Par;r'm,?v.r'l'.hf, of COMnnA
1 economy ]
47 Capﬂaliﬂ’f system offers |
incentives for |
| e !
| | a) Efficient business decigions
| | b): Efficient government decisions
{
, C.) Efficient non-governmenta
decisions
| | d) Efficient economic decisions
j

D A

43 B

e e | 35 ] 45 | A |
< D :
e ob o8 B 36 [N 96/ phb |
27 D |
a7 Lk | 37 47Jﬂ__’_f:
$8. L€ | 38 [ I8 |
Rip e
22 e h | 30 B |
Kb |
3 .‘
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Chapter 2 - THEORY OF DEMAND AND SUPPLY

T e e PR

Mw Mar 15

| SEE oF Demend B | Quantity demanded s
a) Flow Concep!

ICAI 5M b) Stock Concept

¢) Both (a) and (b)
i ze.mnnd N dit 0l d) None of the above
a) desire backed by ability to pay for ' /H_;

the commodity.
b) need for the commodity and
willingness to pay for it 6
¢) the quantity demanded of that

Successful  buginess ?u-rﬁg
spend  considerable Fitre
energy and efforts in analy zing J(

commodity at acertain price. iy _fhe mff?f fh!’.’ff‘ Pr'gggt'?q

d) the quantity of the commodity a) Supply s
demanded at a certain price during b) Price
any particular period of time ¢) Demand |

ICATL M d) Nonre of fheseﬁ. -t Sl ‘,

2 Demand is the

a) the desire for a commodity given its
price. and ‘those of related
commodities

b) the entire relationship between the
quantity demanded and the price of _
a good other things remaining the : B R

—

same a) the same thing
c) willingness to pay for a good if b) not the same thing ; [
income is larger enough c) (A)or (B) ‘r
i o

d) ability to pay for a good d) None of these

i o8

. ExtraMcQ

Determinants of Demand

3_| By demand ve mean T |
a) Various quantities of a commodity bl Wﬁich;of the following is true ? o
b) Something which a consumer would T e o b
buy at various prices €,
c) f.?uanflfy sold during a period of a) The price of a commodity has no % -
ime relation with the demand of that [

d) All of the above commodity

MTP Mar 19 b) The price of a commodity has L
Positive relation with the demand of |
Pl e, that commodity |
4 | Effective Demand depends on: 1
L ¢) The price of a commodity has | -
negative relation with the demand

a) Desire of that commodity

b) Means to purchase

f ¢) Willingness to yse thos

f d) All of the aboye i
|

F

i

d) Ceterus paribus, if price of ?
commodity falls, the demand ©
that commodity would also fall.

b sl et ,-..mm%_%wmw.n-w \J T
wm

v‘ O Matoaioiive i




Chapter 2 - THEORY OF DEMAND AND SUPPLY

Ry

ICAT 5M

i et

D

" WMTP May 20, ICAT SM

Which of the following pairs of

If the price of orange Juice

b) Tea and coffee.
¢) Penand ink,
d) Shirt and trousers,

SEQ, ICAT SM
o | Al of the following are
determinants of demand except:

a) Tastes and preferences.
b) Quantity supplied,

¢) Income of the consumer
d) Price of related goods,

SEQ, ICAT SM

If the price of Pepsi decreases
11 | relative to the price of Coke and
7-UP, the dermand for

— e e i a——rp

a) Coke will decrease,
b) 7-Up will decrease.
c) Coke and 7-UP will increase.
d) Coke and 7-Up will decrease.

.. ICAT SM
The price of fomatoes increases
12 | ond peo mato puree, You

a) Normal goods
b) Complements
c) Substitutes

d) Inferior goods

ICAT 5M

Potato chips and popcorn are
| substitutes, A rise in the price
13 | of potato chips will __ the
| demand for popcorn and the
quantity of popcorn sold will ___

a) increase; increase
b) increase; decrease
¢) decrease; decrease
d) decrease; increase

goods is an example of | B4 increases, the demand for apple
substitutes? | B Juice will ____
a) Tea and sugar, a) Increase because they are

substitutes

decrease because they are
substitutes

remain the same because real
income 18 increased

decrease as real income decreases

-

ICAT SM

Which of the following 18 an
incorrect statement?

a)

c)

d)

i When commocities ore

When goods are substitutes, a fall
in the price of one (ceteris paribus)
leads to a fall in the quantity
demanded of its substitutes,

complements, a fall in the price of
one (other things being equal) will
cause the demand of the other to
rise

As the income of the consumer
increases, the demand for the
commodity increases always and
vice versa,

When a commodity becomes
fashionable people prefer to buy it
and  therefore its  demand
Increases

SEQ

16

— and ___ do not directly
affect the demand curve

b)
c)

d)

the price of related goods,
consumer incomes

Consumer incomes, tastes
the costs of production, bank
opening hours

the price of related o
preferences gl




Coco-cola and Pepsi are
substitutes. A rise in the price
18 | of coco-cola will _____ the
demand for Pepsi and the
quantity of Pepsi sold will ____
a) Increase; increase
b) Increase; decrease
| ¢) Decrease; decrease
| 1 d) Decrease: increase
MTP Oct 20
If price of good A increases
10 relative to the price of its
& substitutes B and €, then
demand for T

Chapter

MTP Dec 22, AQ.

s ]

it '}ﬁwmn!t crucial determinant of
17 demand for an item I8 -

a) Income of consumer
b) Prices of other related goods
¢) Taste and preference of consumer

2 . THEORY OF DEMAND AND SUPPLY

MTP Mar T{

e ——_]

d) It's own price

© MTP Oct 20

1) MNone of the above

a) B will decrease
b) C will decrease
c) Band C will increase
d) Band C will decrease

MTP Aug 18

20 ____ pair of commodities is an
example of substitutes

a) Coffee and milk

b) Diamond and cow

¢) Penand ink

d) Mustard oil and coconut oil

MTP Aug 18

If an increase in the price of
blue jeans leads to an increase in
21 | the demand for tennis shoes,

then blue jeans and tennis shoes
are

——

a) Complements,
b) Inferior goods
¢) Normal goods,
d) Substitutes

—

If distribution of income is more
equal, then the propensity 1,
consumer of the country is

a) Relatively High
b) Relatively Low
¢) Unaffected

MTP Mar 18, MTP Dec 27

When the price of a substityte
23 | of X commodity falls, the
demand for X = "%
a) Rises
b) Falls

¢) Remains unchanged
d) Any of the above.

—

| MTP Dec 22, MTP Jure 22

T 2
o4 Computers and

.| | software are

computer

a), Substitute goods

b) Complementary goods
c) Independent goods
d) Normal goods

|
Extra MCQ '

25 Ceterus paribus, if the price of
Tea decreases, then

a) Demand of coffee will decrease.
b) Demand of coffee will increase
c) Demand of coffee will not change.
d) Demand of tea will decrease.

|
|
|
|
|
|

|
PRI

Extra MCQ

26 | the quantity demanded of a good

| If, as people's income increases,

decreases, the good is called

a) a substitute.

b) a normal good.
¢) aninferior good.
d) acomplement.

st




Chapter 8

mk T R i e i :
1 r I onse af Risuey gaods,

a)  Demaimd riees anly up 19 4 certain
vl ot v aine & decrenses with an
TR RS IR I REY  IReame 1'1‘.-\,m|.|
Haix level

BY TRoPeaEe 1R IREame leads 1o |"|;J||r,|
demand. it this inerease will he

Tl propartionate 1o the

P PeaEE R TR e

i) Demand rEes beyvond a certain level

!1:-!!

al  cOanEne ' AT and l\r,c.'n
PERIRG AR IRCDIMe Increnses
d) IncPease in Ineome lendsa to lower

demand

Lxtra MEG)
In case of esgential consumer
28 | goods, T the income of the
congEumer” increnden 1|wn.

da) Incpreage (n income leadd to higher
demand but thia increase will be

than the
IR Prease 1 income

b) Increage in income leads to lower
demand. but thig decrease will be
lers  than the
increase (n Income

¢) Increage in income
change in demand

d) Increase in income leads fo higher
demand but this inerease will be
more than propertionate to the
InEreage in (ncome

lexs |.n'n!m|'hnn||ir 1o

'u'ulm('flnnlllr‘ fo

leads to no

Exira MCQ

it g e T BRSBTS

In cage of durable goods, ad a
29 ; :
pergon becomes richer

a) there ig a rise in the importance of
thege goods

h} there 8 a decrease In the
importance of thete goods
¢) there i8 no change in  the

importance of these goods
d) MNone of the above

Wi CA Mohnish Vora (MVSIR)

Extra MeQ

THEORY OF DEMAND AND SUPPLY

MTP Oct 20, ICAT SM

Which  of  the following

slatements about inferior goods

i5/are false?

. Inferior goods are fthose
that we will never buy, no
matter how cheap they are,

[T, Inferior goods are those

that we buy more of, If we

become poarer.

Inferior goods are fthose

that we buy more of, if w

becoma picher, |

10

ki

a) T and IIT only.
b) T only

¢) IIT only,

d) I,IT and IIT

 Extra MCQ

'Inw.zgasév;f. ihfer'iar' .gbédﬁ, whiCh

i of the statement/s are frue-

a) Dernand rises only up to a certain
level of income & decreases with an
increase in money income beyond
this level,

b) Inecrease in income leads to higher
demand, but this increase will be
less than proportionate tfo the
increage in income,

¢) A same good may be normal for one
condition and may be inferior in
another,

d) (a) & (c)

ra——

R F N AR PO Se T ———————

Extra MCQ
92 | Which  of the following is
: Incorrect?
a) Availability of credit facilities

encourages consumers to buy more,

b) Generelly, larger the size of
population, lower will be the demand
for goods,

¢) Availability of loans at lower
Interest rate encourages consumers
1o buy more,

d) The propensity to consume of rich

people is relatively less than that of
poor people,

SN

T i

mvsir.in
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Chapter 2 - THEORY OF DEMAND AND SUPPLY

Extra MeQ  Erema)

Which of the following 18 Which of = the following |
arpract? statements are true or false ‘

incarrect; j ' _ |

. i S bk 1) Snob Effect represents the |

Ay Goods which are modern command desire of people fo Iy |
higher demand 37 exclusive: to be different i 3

b)Y Goods which are more In fashion dissociate themselves g

| command lower demand tha "commaon herd !
| ¢) Consumers may perceive a product 2) Snob Effect is a function of |
as obsolete and discard it before It price ‘

|

i fully utilized and prefer another
good which is currently in fashion
d) None of the above

a) (1) &(2)are false
b) (1) & (2)are true

- e ¢) (1)Istrue & (2)is false :
Extra MCQ d) (1) Is false & (2) is true :

refers to the extent Extra McqQ |
to which the demand for a 2 e, 1
34 | commodity is increased due to | |
the fact that others are also J

| Highly  priced = goods gre "
consumed by status seeking rich |
|

38 | people to satisfy their need for

consuming the same commodity :
R P conspicuous s p
a) Demonstration Effect h F i ERURTRLO0:  This
appens because of -
[ b) Snob Effect = S——
[ ¢) Bandwagon Effect . a) Veblen Effect
{ d) Veble Effect | | B) Snob Effect
- R e ¢) Bandwagon Effect
! MTP June 22 ,,,d,) Price Effect
S ———————————— -
; 15 De_mo;sh?mﬂon effect, a term | Extra MCQ
| coined b
| : __U' | SECEN, " ' 39 | Which of the following is true ?
| | S
| @) Adam Smith | | @) The propensity to consume of rich |
b) James Dur_senbe,-py ‘ people is the same as of poor |
¢) Alfred Marshall people. i
d) Nene of these b) The propensity to consume of rich
e people is higher than that of poor }
_ people. 5
Extra MCQ ¢) The |Pl"0pensi1’y to consume of rich |
People is lower than that of poor |
;:CO“ country where National people. s
5 ;11\3 's unevenly distributed, d) None of the above.
w fwl of the following statement — i
i false . B~ |
] T | Extra MCQ |
A o e An individual's demand for ¢ ‘
Q) p “Pf'.lﬂ'TY o consume of the product may be affected by his |
i ;uuntfy will be ;-;-,Inhveiy less seeing one in his neighbour’s or
r‘i\mm few very pich people while 40 | friends house because he |3
\ f“' Majority are very poor figures out that if his neighbour |
{ fnmsnd for consumer goods will pe | | or friend can afford it, he 100 |
O . ] ¥
( .rnrpw .uhvcly less | can. This happens because of ‘
d) propensity to cone - ;
Ty 0 Consume of -'xhe | i
country as a whole will be relativel B [Phlen Etfecr | |
high y b) Snob Effect .
| L the ¢) Demostration Effect ‘
v mmm— | | | 8 Price Effect >
RER ©A Mohnish Vorg (Mvszpy R R
mvsir.in




Chapter 2 - THEORY OF DEMAND AND SuUPPLY
i MTP Dec 22 Law of Demand - Basics
F‘:r?\ I i 41 Related goods are of __ types. ICAT SA_A__ |
t a) two The Law of Demand, assuming
of || B) three other things to remain constant,
; || e) four 45 | octablishes the relationship
gy | | Li) i between: 3_
3 ' a) income of the consumer and the ||
i LA quantity of a good demanded by | |
“The increase in demand of a him. ; 1
commodity due to the fact that b) price of a good and the quantity
'"§ 42 | others are also consuming the demanded.
cQ _ same commodity” is  known c) price of a good and the demand for
S as ' its substitute.
e d) quantity demanded of a good an
5 | | @) Veblen effect g i
ich | '| b) Bandwagon effect the | rela:we og:j‘isces of ITs
for : ¢) Snob effect complementary g \
his d) Demonstration effect = AQ.
} MTF Nov 22 .A_n:f}'{:_i"rr"\pormnt generalization
E | Match the following o 46 _ | about demand is described by
| LIST-I _ i | | Pt
% (a) Tea and Coffee e a)' Law of demand
——— | % (b) Car and Petrol "":':ﬁ;j b) Factors affecting demand
CQ ; (c) Gold & Diamond ¢) Quantity demanded
T"‘ ‘ | | 43 | (d)Ragi and Bajara d) None of these
; | LISTIE AQ.
rich || | 1. Veblengoods ' _ : Sk -
yoor ‘; > Substitutes. b . 47 ‘Ceteris Paribus clause in Law
| 3. Giffen goods _ " | of demand does not mean-
rich | | 4. complementary . a) The price of the commodity does
yoor | | | Codes: a b c d not change
| (@ 1 2 3 4 b) The price of substitutes does not
rich | ®) ST change
00T | () 1 3 4 2 ¢) The income of consumer does not
(d) 1 3 2 .i'g change
. d) Zhe price of complementary goods
i 0
_—— | PYQ June 22 s
ACQ | ; : _
1 | | Due to increase in price of MTP Aug 18
. ‘a | | a4 f:offee, the demand for tea B iee ;
; his ’ increases. The two commodities 48 | The law of demand refers to
s OF | | under consideration are il ' '
he | |
.bouf' | | a) Substitute goods a) Price-supply relati ;
100 | | ' | b) Complementary goods b) Pr'ice-cos: \r{elutio:tosﬁhlp
; | ;)) FL)Jarwei«rte,d goods ¢) Price-demand "elo‘l'ionpship
ot | roducers goods d) Price-income relationship
i N‘ CA Mohnish Vora (MVSIR)
' mvsir.in




Chapier B « THEORY OF DEMAND ANG SUPPLY

| MIE Lisr 18 MV Lk 19 |
I : . |
! 7 Fraditisn) afipinebi 6t low sl b | TIECIE yands we thisss gy |
AW wae e WA 1t i ef faet 14
i i Fleipitive -
“l EBiten Y Phigitiye
Bl Mkl A Saimvielean i P
v AlTEed Maishiall i Flisrie tif thuas
| Wl Py - ’
I ationsi of Law of Danand e
- . i
It the cade of inferior ttnels, I
? ICAT BM the expanaion in dermand due 14 4 |
| : . flrn " i ! ;
i Wheh  tatal  demand  for g 3';""' all will take f’""-‘f’ only if ;
CLOBO L cammaiity whione firtee ha follep the ' .
| IREPEaes, 1f 18 due 1o . S, "Wous ‘
i R gl fe) ) Income effect  outweighs the Er
B Substittion ef fed substitution effect
v i lEme i ary ef fey b) ,;.,}.'r?""’f-"’"’ effect outweighs the
| i) Pries effec ineome &1 1ect
! €) substitution effect equals the | 4
;I l’ AJ ,.‘M tHeErme “f’t" f }
[ | d4) MNorne of the above
| i WIth u fall in ¥he pittee At a | ‘ | ¢
" colimdity | s e ——— 1 '
5 _ MTP Dec 22, MTP Mar 21 | ¢
[ | &) Eonsumer's real income inereases i : 4 | -
! B) AREUmer's real n time der rengdes I i 3 ?
¢) There i§ no change in the reaql Bl When vislation of law of : 2
iniaime of the congumes demand occurg! | {
) Maope of the abave il 1
| | C
seq | | a) substitution effect is negative ' t
bt ‘ | | B) income effect ia negative ; ¢
| A The 'substitution effect takes l Y, gaBo v ket affect |s less than | b
| PR place die 1o change in substitution effect | [
! i | I d) negative income effect I8 greater ; | B
! | than substitution effect |
[ | A) iheome of The congumer | r |
| | b) prices of Tthe cammeadity ; J
€) relative prices of the commodities l S O AT e e j g
d) all of the above ' MTP Oct 18_ a.
' WP Anm 21 The total effect of a price :
| i e , ity i '
I e L T . P— ' VRS B Change af commOdl*Y s SN ! b
| B3 I In case of inferior goods; S R
| [ ' : @) substitution effect plus price
| | @) Income effect and gubstitution ) effect £ |
| : l'”¢."f t work in opposite direction b) substitution effect plus income ¢
{ | b) Income effect and gubatitution effect '
4 effect work in same direction { ¢) ﬁluh&:hfuﬂon effect plus
i €) It leads consumer 1o purchase lesy | | Rimanatuation effect
i_ of a good and more of 1he d) substitution effect minus income
substitute ffect
d) MNone of these grre 8

LI T i s

Wi CA Mohnish Vora (MvstRy mysir.in
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PYQ June 22

58

xl‘
b)
¢)

d)

The substitution effect works
o encourage a  consumer to
purchase more of a product
when the price of that product
is falling because-
The consumer's real income has
increased
The consumer's real
decreased.
The product is now relatively less
expensive than before, :
Other products are
expensive than before,

income  has

now less

e s S s —

MTP Dec 22, MTP Mar 21, Mar 2

Y S SCH R

6

| product falls?

a) Zero
b) Negative
¢) Positive
d) Lower cost

Exceptions of Law of Demand

[ The substitution effect will be
what when the price of the

MTP Mar 19, Aug 18, Oct 20, SEQ,
ICAT SM

59

The substitution effect will be
stronger when:

63

In the case of a Giffen good, the

demand curve will'usually be ;

a)

b)
c)

d)

the geods are closer substitute
there is lower cost of switching to
the substitute good.

there is lower inconvenience while
switiching to the substitute good.

all the above

a)
b)
¢)
d)

horizontal,

downward-sloping to the right.
vertical.

upward-sloping to the right

MTP Oct 20, ICAT SM

Extra !\___ACQ'

BH

Conspicuous goods are also known

as

60

Which of the fellowi_ng__ié not a
rationale of law of demand-

a)
b)
¢)
d)

Law of diminishing marginal utility
Demand for necessities

Arrival of new consumers

Multiple uses of same commodity

a)
b)
c)
d)

Prestige goods
Snob goods
Veblen goods
All of the above

 ICAT SM

b

Extra MCQ

61

As per the rationale of law of
demand, when the price of a
commedity falls, then

65

With an increase in the price of
diamond, the quantity demanded
also increases. This is because it

isa:

a)

b)

c)

|
!
{
Lo

more consumers start buying it
because some of those who could
not afford to buy it earlier may
now be able to buy it

it becomes relatively cheaper than
other commodities and induces
consumers to substitute the
commodity whose price has fallen
for other commodities

Consumers can use the commodity
for varied purposes and therefore
their demand for such commodities
will increase

a) Substitute good

b) Complementary good
¢) Conspicuous good

d) None of the above

66

An example of goods that hibit

direct price-demand Eéﬁ*imﬁip
is o

Vi

All of the above

CA Mohnish Vora (MVSIR)

a) Giffen goods

b) Complementary goods
c) Substitute goods

d) None of the above

P

mvsir.in
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ICAT SM MTP Mar 22
At higher prices people demand According to Hicks and Allen the
re of certain goods not for 72 | demand curve slope downwards
67 their worth but for their due to R NS
- This is called
: prestige value This is calle a) Law of diminishing marginal utility |
| a) Veblen effect b) Income effect and substitution |
b} Giffens paradox effecT
¢) Speculative effect c) Either (a) or (b)
d) None of the above d) None of these
AQ. MTP Dec 22 | I
The price of a piece of Inspite of the fact that the -
Jewellery rises, the demand for price of the television: sets ‘
68 it may also rise as consumers refrigerators, air conditions etc. S
attacha ____ to owning and 73 | have been confinuously rising :
displaying expensive items. their demand does not stand any -
S e ke tendency. to fact because they
f t use value el - =
c,‘ snob "’d“f a) Conspicuous goods
| d) None of these b) &iffen goods

: ¢) Speculative goods
MTP Apr 21_ dg Cf:smcuous iecessifies. !
: . i o
69 Exception to the law or PYQ June 22
PR In case of Veblen goods, the
| a) Speculative effect 74 -
| b) Fz:r b Shisrtnge | demand curve is =
¢) Ignorance a) Horizontal g
d) All the above b) Vertical
—— ¢) Upward sloping to the right i
; MTP Mar 18 d) Downward slopping to the right |
a) :':":e :hclf:ﬁgsemd increases as o5 | Which  of  the following "
b) That have a high income elasticity | | stolements is nob correct? i ‘
of demand '
| ) That are in short supply | | @) Giffen goods exhibit negative ] e
| d) None of these ‘ relationship between price and | | B
Fomn SR ) demand i ,
b) Conspicuous goods exhibit positive |
MTP Mar 22 relationship between pricﬁa and | | 8
Ly demand 8
71 ;“" Giffen good the Engel curve ¢) Incomplete information  and ?
: irrational behaviour of consumer is t
e one of the reasons of exception to
a} Positive sloped the law of demand | .
b} Vertical d) Law of demand states inverse
| ©) horizontql relationship between price of a | :
| @ Negative slopeqd : commodity and its  quantity i
demanded 2%
M CA Mohnish Vora (MVSIR) T

mysir.in
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Chapter 2

PVQ June 27

” Which of the fnilomng.ia not an

a} Giffen goods

b) Speculative goods

¢) Conspicuous goods

e |

exception jq the law of demand 7 | |

d) White goods

Demand Curve & Demand
Schedule

Extra McQ

Which of
correct?

the following s

77

a) Demand curve has a positive slope,
with price on the vertical axis and
quantity on the horizontal axis

b) Demand curve has a positive slope,
with price on the horizontal axis
and quantity on the vertical axis

¢) Demand curve has a negative slope,
with price on the vertical axis and
quantity on the horizontal axis

d) Demand curve has a negative slope,
with price on the horizontal axis
and quantity on the vertical axis

[P ——————

All but one of the following are
assumed to remain the same
78 | while drawing an individual's
demand eurve for o commodity.
Which one is it?

a) The preference of the individual,
b) Hig monetary income

¢) Price of the commodity

d) Price of related goods,

 SEQ

If the demand curve for good X
79 | is downward-sloping, an increase
in the price will result in

a) A decrease in the demand for good
s

b) Mo change in the quantity demanded
for good X,

£) A larger quantity demanded for
gond A

d) A smaller quantity demanded for

guod X

M CA Mohnish Vora (MVSIR)

- THEORY OF DEMAND AND SUPPLY

A market demand curve is a

BO | graphical presentation of the

a) Demand schedule

b) Market demand schedule
¢) Supply schedule '
d) Market supply schedule ;

i
MTP Dec 22 | |
1

When real income rather than

e

money income is kept constant in
gy | drawing a consumer’s. demand | |
curve for a commodity, the | |
demand curve is  negatively | |
sloped, "
a) Always
b) Never r
¢) Sometimes
d) Offten, |
|
|

MTP Dec 22

82 | Empirical demand curves refer to
demand curves estimated from !

a) utility theory

b) the new approach to
theory

c) information provided by individual
consumers

d) Actual market
observations,

consumer

price-quantities

Changes in Demand

MTP Oct 20, Mar 22, Nov 22, A.Q.,
ICAT SM

Contraction of demand is the
B3
result of

a) decrease in the number of
consumers,

b) increase in the price of the good
concerned,

) increase in the prices of other
goods,

d) decrease in
purchasers,

the income of

e

mvsir.in
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TR [T . WP Ot B0 TCAT 5 .
r( 5 f I i )\
e a—— i | Chicken and fish are 1ubﬂihghﬂ¢. .

>
5 i i e e S l g
s ,.,\-.'- e theg price o PEFS? : i .74 1f the price of chicken InCretses
p Sup p:t‘:e ',m.: will expect the l ; sk damnet o Fih will |
B e feHse _ | for

d e Coca Cola Yo 1 1 B dema |
' ;itmd ik hf a8 ! ‘ 4Y Increase ar decrense byt the |
2 demand curve for chicken will hay
Ehifs tawmarde ft cince these are ’F(“rf}r |

gibetitites i b)Y Ircrease and the demand curve fFor
: fish will shift rightwards

' !
Not change but there will be 4 |

i Shift towords right since these are
% Bhi 4

suletitirtes ~Y
¢} Bemain at The same level 88 movement along the demand curve ;
d) WMone of the above | | for ffsh
- | d) Decrease and the demand éurve for
—— | fish will shift leftwards.
ICATSM | | | - Stz
ICAT s5Mm
: |
A movement along the demand An increase in the demand for
BS | curve for soft drinks is best 88 | computers, = other things
described as : remaining same, will:
e a) Increase the number of computers
bought.
a) AF increcse in demand | | 1 b) Decrzase the price but increase the
b) A decrease in demand number of computers bought,
£) A change in quartity demanded. 5 ¢) Increase the price of computers e
d) A change in demand, ' | d) Increase the price and number of
J computers bought
— e ——— il
TP May 20, ICAT SM ICAT SM
% In Economics, when demand for a
, . 8 commodity increases with a fall in "
What will happen in the rice 2 ey rere , .
iy : Its price it is known as:
g6 | market if buyers are expecting

higher rice prices in the near | a) Contraction of demand 'l ®
future? b) Expansion of demand
¢) No change in demand
d) None of the above

a) The demand for rice will increase

and the demand curve will shift to MTP Oct 20, ICAT SM d

the right ST ]

f A decrease in the demand for

b) The demand for rice will decrease | | 90 cameras, OTher things remaining [
and the demand curve will shift to | | the same will A | o
the left | 1

a) Increase the number of cameras ‘-
¢} The demand for rice will be ) bgugf:: ..;1,).
unaffected as it is o necessity bY Pracnine tha obice but increase the b)
y Ti : number of cameras bought [ ] €)
d) The demand for wheat will increase | | ¢) Increase the price of cameras ‘ d)
5 ﬁ:d Thf, demand curve will shift to Pl e lassging price and decrease if i

| € right !

| ’ ' the number of cameras bought | ‘V‘

‘V‘ CA Mohnish Vorq (MVSIﬁ) mvsir.in
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Chapter 2 - THEORY OF DEMAND AND SUPPLY

ICAI SM

ICAT SM

g4 | function of amusement park

If roller- coaster ride is a

visit, then, if the price of
amusement park entry falls

b)

c)

d)

The diagram given below shows
PR
: ¥
-
] ot
5 &
-—
4]
‘ 02
S TR it
a) A change in demand which may be

caused by a rise in income and the
good is a normal good

A shift of demand curve caused by
o ‘fall “in: the price: of: g
complementary good

A change in demand which is caused
by a rise in income and the good is
an inferior good

A shift of demand curve caused by
a rice in the price of a substitute
and the good is a normal good.

a)

b)

c)

d)

The demand for roller- coaster
rides will rise and the demand curve
will shift to right

The demand for roller coaster ride
cannot be predicted as it depends
on the tastes of consumers for the
ride

There will be an expansion in the
demand for roller coaster drive as
it complementary

None of the above

. ‘=I_CA1 SM

new cars:

92

The demand curve of :

Which of the four
would have caused 1

_aj

good has shifted to the ag'ﬁf;_.
ur “events

a)

b)

c)

d)

A fall in the price of a substitute
with the price of the good
unchanged

A fall in the nominal income of the
consumer and a fall in the price of
the normal good

A fall in the price of a
complementary good with the price
of the normal good unchanged

A fall in the price of the normal
good, other things remaining the
same

b)
c)

d)

Demand curve will shift to the

right.

Demand curve will shift to the left.
Demand will not shift, but the
quantity of cars sold per month will
decrease.

Demand will not shift, but the
quantity of cars sold per month will
increase

MTP Apr 21

‘During expansion, economies

| experience = . increased
9% employment and an increased

level of income., How would a
| expansion likely to affect the
market demand for new houses?

If the Price of Thumps Up

a)
b)

Demand curve will shift to the left.
Demand curve will shift to right.

93 incr_e,nsg the de.ma.hd cgrve_Of c) Demand will not shift, but the

Pepsi will: quantity of houses sold per month
a) Remain at the same level will incregse.
). Shif Fowarde ioht d) Dernm_'\d will not shift, but the
¢) Shift towards left quantity of houses sold per month
d) None of those will deciies

L SR, Ol
~ MW CA Mohnish Vora (MVSIR) mvsir.in
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Chapter 2 - THEORY OF DEMAND AND SUPPLY

MTP Oct 19

PYQ Jure 27 |

| B g aomward movement along a
| [eh demand curve indicate-

a) Increase in demand

b) Decrease in demand

¢) Contraction of demand
d)  Expansion of Demand

B MTP Mar 22

A fall in the price of a commodity
98 | where everything else is held
constant, will lead fo

a) Anincrease in quantity demand
b) A decrease in demand

c) Anincrease in demand

d) None of these

Extra MCQ

Redistribution of income away
99 | from groups of people who favour
the commodity will lead o ____

a) Increase in demand

b) Decrease in demand

¢) Contraction of demand
d) Expansion of Demand

" Extra MCQ

:3’:% ~quantity
d increases at all the

a) Expansion of Demand
b) Contraction of Demand
c) Increase in Demand

d) Decrease in Demand

The demand for i
102 decreases due to imm 2
in its price, it is termed as |

a) A decreases in demand
b) A change in demand

¢) A contraction in demand
d) An increases in demand

Identify the coefficient of
price-elasticity” of  demand
when the percenfage increase
in the quantity of a good
demanded is smaller than the
percentage fall in its price:

103

| | @) Equal to one.
b) Greater than one. ~
c) Less than one. \

| MTP Oct 20, ICAT SM |

The price of a commadity

decreases from Rs 6 to Rs 4
and the quantity demanded of

104 :

the good increases from 10

units to 15 units, find the

coefficient of price elasticity.

ay 15
b) 25
c) ~15
d) 05

Extra MCQ

 lbwing _ quant
o] ~ demanded decreases at ;ﬁ

a) Expansion of Demand
b) Contraction of Demand
c) Increase in Demand

d) Decrease in Demand

bt ol

S

AJk

Let Qx = 1500/Px !,
the elasticity of demand of the |
105 | good X when its price falls |
from $ 8 to $ 2 per unit, will |
be __ (Use Arc Method) ‘1

]

a) greater than one
b) less than one
c) equal to one |

d) can't say |

| | B

B Price Elasticity of Demand - ' | B
- Percentage Method | | b) ¢
| ICAT sM \ 3

?
|
d) Zero. 1 \
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Chapter 2 - THEORY OF DEMAND AND SUPPLY

e ————————

s ———

 ICAL SM

[ 1f as a result of 20 percent
fall in the ticket fares the

106 | demand for watching movie in
the cinema hall increases by 10
percent, then price elasticity is

a) O

b) Greater than O but less than 1
&) 3

d) Greater than 1

108 | Suppose price . _
demand is - 4. At what price will
he buy 60 units? i

a) b

b) 4.25

c) 4.20

d) 3.80

A consumer buys B0 units of @

d at a price of Rs 4 per unif,
Sur i elasticity  of

MTP Oct 18, May 20

lV{ CA Mohnish Vora (MVSIR) e

| AQ.
Match the following Read the below table 99"{;6.%‘“'35‘”&"
Questions number 109-111 .= =~ =
%
‘ : Yo change in
for a given 10% change +it A5
A in price demand changes ch?:ge dlﬁ:n:jgd Elasticity
by zero per cent. price (quantity
Supplied)
for a given 10% change Demand e
B | inprice demand changes | for salt o 1 3
by 5% Demand 3
for 19 y 3
bananas
for a given 10% change
107 | € | inprice demand changes Supply
by 10% of z 14 1
chicken
for a given 10% change
D in price demand changes MTP NoneY
by 20%. 109 | Refer the above table and find
the value of x.
a) 420
b) -0.05
c) il
d)  Can not be determined
MTP May 20
Refer th
110 e above table
the value of y. and find
Gyl b o R T
g) -5
(€) 1 2 3 4 b) 15
ey ¢) -45
Gy BT e d) -3




11

N\
b)

o)

il }

113

MIP May 20

Refer the above and find the
vaue of &

MTP Oct 19

i

When the price of commodity
inreases by 40% and its
. | quantity demanded falls from
150 to 120 units | then the price
glasticity of demand for a
commodity 18-

Q8%
Q8%
Q.0%

05%

s

MTP Oct 19

A congumer demands 5 units of a
commodity at the price of Rs. 4
per unit, He demands 10 units
when the price falls to Rs 3 per
unit, Price elasticity of demand
(8 equal to-

\1)
b)
¢)

114

a)
b)
€)
)

A4

d)

B4 units

k|
1.5
4

. 1

ICAL SM

L 1

The price of a good decreases
from Rs 100 to Rs 60 per unit,
If the price elasticity of demand
for it 1s 15 and the original
quantity demanded is 30 units,

caleulate  the new quantity
demanded.

60 ynity
45 units

48 units

Chapfar g - ‘fHEORY OF DEMAND AND SUPPLY

Extra Mcq |

115

The price of a good dacm
from Rs 80 fo Rs 60 per ynt
1f price elasticity of demand = 2
Original Qty demanded = &g
units, Calculate the new qty

demanded.

a)
b)
c)
d)

0 units

— |

25 units
75 units
100 units

T ——
ICAT sm

116

The quantity demanded by q |
consumer at price Rs 9 per unit | |
is 800 units, Tts price falls by
25% and  quantity demanded
rises by 160 units, Calculate its
price elasticity of demand.

a) 050 |
b) 0.80 \
c)= 125 1

- s

17

: PYQ June 22 |

The price of X commodity
decreases from Rs. 10 to 8, owing
to which its demand increases
from 100 to 120 units. Calculate
the price elasticity of demand

a) (-)
b) 1

¢) 08

d) 12

1

Price Elasticity of Demand - |
Point Method |

MTP Oct 20, ICAT SM

—1

118

a) 0
b) 1
¢) 15

d) 2

In the case of a straight line
demand curve meeting the Two
axes, the price-elasticity of
demand at the midpoint of the
line would be :

121

122
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|
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R
e

ICAT SM

MTP Apr 2_1_

Point elasticity is useful for
119 which of  the following

situations?

a) The bookstore 15 considering
doubling the price of notebooks.

b) A restaurant is considering lowering
the price of its most expensive
dishes by 50 percent.

¢) An auto producer IS interested in

: determining the response of
consumers to the price of cars being
lowered by Rs 100,

d) None of the above.

From the following demand curve
determine the elasticity at the
123 | given price

Q = 1200 - 10P

When P = 5, dQ/dP = 10

a) Elastic ‘
b) Inelastic ]
¢) Unitary elastic
d) None of these

MTP Oct 18

A

If R point bisects the demand
120 | curve in two equal part, then
elasticity at R equals__

a) Zero
b) Five
¢) Two
d) One

ICAT SM

If the price of air-conditioner
increases from Rs 30,000 to Rs
30,010 and resultant change in
demand is negligible, we use the
measure of to measure
elasticity. . .

121

e ]

Price Elasticity of Demand -

Arc Method

¢ W/ TICAT SM

Suppose the price of movies seen
at a theatre rises from Rs 120
per person to Rs 200 per person.
The theatre manager observes
thats, the rise in price causes
| attendance at a given movie *o
fali from 300 persons to 200
- | persons. What is the price

elasticity of demand for movies?
(Use Arc Elasticity Method)

124

a) 05
b) 0.8
¢) 10
d) 12 J

a) Point elasticity of demand since it is
a small change

b) Arc elasticity of demand since it is a
small change

¢) Price elasticity based on average
prices method

d) Any of the above

SEQ

If a point on a demand curve of
any commodity lies on X Axis
122 | then price elasticity of demand
of that commodity at that point
will be :

a) Infinite
b) More than zero

c) Less than zero

d) zero

SEQ, ICAI SM

Suppose a department store has
a sale on its silverware. If the
price of a plate-setting is
reduced from Rs 300 to Rs 200
125 | and the quantity demanded
increases from 3000 plate
settings to 5,000 plate-settings,
what is the price elasticity of ||
demand for silverware? (Use Arc |
Elasticity Method) |

a) 08 i
b) 1.0 !
¢) 125
d) 150

mvsir_in m
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SR  Yearsm | | MTP A 18 My 35
ff_mq;h?l mmwnwm It the quantity of bignies
| R, 80 1e R 100, g quenity NTET00 s fram e0g |
1o | e falls from 700 pazes B et 8,0
e m“m PRIt & hght, || | 129 [ decrease in their price from rg
the price elastieity of demand ook e L T
A Piae & (Ve | APs l:lan:::;a?‘:s O(Use Am for
| Ehstiety Method) ] i
; a: 08 aQ 069 _
I N 1S b) 10
&) 20 ) 1486
a4 30 e I 1 1) Bt
TWih  reference 1o Arc | e 97" My 20|
oy | ehstieiy meenres  th || W il
3 Nwmwmﬂ (5 e I - T ]
} | o0 the demand curve. ;SSP“:‘_”‘:;::““ P:‘;‘C;:fi
| a) at one given pomnt 30‘“.)0 sul\:scribers To cable j
," b) ar intercepts on X-axis & Y-axis : ‘ television in Small Town, If |
[ @) between two points ' Small Town Cablevision raises
1-' d) Any of the above y WS price ta Rs 4050 per
o - et e —,:, 130 mont ‘ the  number of |
AQY | subscribers  will  fall 1y |
S 20.000. Using the arc |
\ elasticity (midpoint) method |
for calculating the elasticity |
what is the price elasticity of
demand for cable TV in Small |
Town? .
! o [ | a) 14
B el etk S (| b) 066
_:' In the above figure, DDI is the | | ©) L}'?b
demand curve of a commodity, [ || ) 20
; There are two points on the | S— R —
demand curve ie., A and B with : 19 |
| [P @ es 0,2) 8 8 3) | kel
; respectively, If the initial point
.j is A OR initial point is B, the || (Use Arc Method) |
price elasticity of demand willbe ||| | If price of Banana rises o |
|| 131 | Rs. 30 to Rs. 40 and supply ;
a) same in both cases by point method f increases from 240 to 300 |
f of price elasticity of demand elasticity of supply is:
b) different in both cases by Arc
method of price elasticity of demand | | :
c) same in both cases by Arc method & ||| @) 0.7
different by point method of price | || b) -0.67
elasticity of demand |]¢) 065
d) None of these || d) 077
! Lo

‘v‘ CA Mohnish Vora (MVSIR)
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Price Elasticity of Demand -
Interpretation of Values

ICAT SM

If regardless of changes in its
price, the quantity demanded of
a good remains unchanged, then
the demand curve for the good
will be:

134

a) horizontal.

b) Vertical.

¢) positively sloped.
d) negatively sloped.

ICAI SM

The smpar the slope of the
demand curve, the is the
demand.

135

a) more elastic
b) less elastic
¢) Either (a) or (b)
) None of the above

i MTP Mar 22 MTP Oct 20, SEQ, ICAT SM
The Coefficient of Price ‘e BEY Koy
elasticity of demand between ::: b by 22% mddeﬂ;’:

| I two points on a demand curve 136 quanl ?:r;sof hot dogs d dedd
{ x falls by 25%. This indicates

a) Arc elasticity that demand for hot dogs is

b) Point elasticity

¢) Price elasticity | @) FElastic

d) None of these ! b) Inelastic

e ER— i " } Fjr-»*q'".ly eias?it
MTP Mar 18 d) Perfectly elastic
If a good is priced at Rs. 180 S——
pu. and its price is increased to ICAI SM
Rs. 240 pu. Now suppose If electricityd 8 Vs
quantity demanded previously Lo T inakaite ond b electricity
e | 20 unts and s a result of f o | charges incretse, which of the
price increase, the quantity ; g fm%;_q & il o occur?
demanded fell to B0 units. What | | e w_ - Yo S 434 o
is the price clasficny? (use Mid Juant ity demonded w fall by a ,
Point method) relatively laroe amount i
. ey Luartity demonded w fall by a
a) 0.777 _; s e
b) 1 4 | " A I e r T
C) : i i DurT § n The long run
d) oA RSN | N S il n the
< g 3

MTP Mor 18, SEQ, ICAT SM |
Suppose the demand for meals
at o medwm-priced restourant
s elastic. If the management of
the restouront is considering
raising prices, «f can expect a
relatively:

138

| a) Large fall in guantity demanded
| b) Large fall in demand
{ ) Small fall in quantity demanded
d) Small fall in demand

Extra MCQ
Themmricdmhgofgjm_ e |
139 | °f demand for interpretation,
can assume any value between |
a) -= 40
b) - @0 10 oo
¢) Otoew
d} 1tg oo

B R
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Al %‘ﬂ Mnﬂfy : -;j;N""”&wﬂew
changes by larger rm?md

LB
than does price, Qﬂ!?ien;‘g’:

When the demand curve 18 | | [
avallel to X avis (horizontal) | | [
elastieity of demand willbe . || |

L.

i a) Jdere L .t S
I D) Dafinin a) Inelastic i 8
F€) Less than Unity b) Elastic
&) Nowe of these ¢) Perfectly Elastic
: s d) Perfectly Inelastic |
o — |
- o MTP June 27 |
; When e & 0, elasticity of = T, | o
o (1 PR A0 1y 145 | Which  of  the {ollowing | 1
: s statements is %‘*' k| 1 b)
; \\s M‘!ﬂfh ﬂk\!ﬂl“ h '| F M —1'_”""'“‘ 1 ’\’)
Tty Soiv a) When the slope of the demang ; |
| &) welasti c;:rve is zec;-o, iemnndhss mfnmw_ly
[ £ nerugd gt . elastic and when the slope |
E d) perfectly inelastic demand infinite, elasticity is zero, ey
e T~ s R S T A b) Whén "'h@ 5|Op(€ of fh(?. d(‘,mﬂn(j
o MTP Mar 21 curve is zero, the elasticity is gls,
TS IR R v zero and when the slope is infinite
oo "lm e smll _W"*?* ceatie B elasticity is also infinite. "
342 §lecas Yo a lorge change in | | When the slot il
L demand the ﬁtﬂhﬂd is : ¢) h"n. e Slope (:)f the demand
i S : . el curve is zero, the elasticity is unity |
[ a) inelastic culnd also when the slope i s infinite, 1
| B) elastic ; elasticity is unity.
| ¢) stoonont | d) None of these W
| & fod < — |l
g ' F MTP June 22 |
: ’ 2 The share of the tax borne by | |
: 146 ; |
_ i : seller will be larger | L
|[ a) 'iff fhclz demand for the product is | -
g ; ess elastic,
L9 F by  given | | | b) If the demand for the product is :
m“ optm . : { inelastic, ’
Assertion (‘) m"dw"‘ 'S 11| ) If the demand for the product has ‘
vertical when elasticity of greater elasticity ‘
Semndlies d) If the elnsficify.of supply of the
Reason (R): Marginal utility of a product is larger.
product is increasing =
P e  MTP Mar 22 | |
b aion g a curve '
@) Both (A) and (R) are true and (R) is | | | 147 | rather than a shift in the |
the correct explanation of (A) curve can be measured by:-
b) aoth(A)md(R)m‘rmeund(R)ss Y |
nat the correct explanation of (A) a) Cross elasticity of demand
[ €) (A)is true but (R) is false b) Income elasticity of demand
d) {(A) is faise but (R) is true ¢) Price elasticity of demand & Price L
. _ elasticity of Supply -
Bewsing d) None of these
hil - aa G viidans : .
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B SESSHRERN M i |

A

!
i

!

ICAT 5M

PYQ June 22

d)

Demand is inelastic and prices rises.

. A decrease in price will result 3
If the proportionate change in 3 151 in an increase in total revenue ||
: price is greater than the } i :
: proportionate  change  in !
148 quantity demanded of a | | _ sit 5
commodity, the price elasticity | | a) The percentage change in quan Tlhy Y
of demand will be § demanded }i}n |;55 : *fehan e
: ercentage change in price. .
) E’rht:: percentage change in quantity
Bt | demanded is greater than the
b) Izzneqasm percentage change in price.
€ :%Cf,s?“c ¢) Demand is inelastic. :
p d) The consumer is operating along a
linear demand curve at a pOIzT*ﬁ‘f f
: sz hich the price is very low an e |
P E‘alsgc':y oiabe':n :lnd z :uolﬁfify deF:'nunded is very high. ;
Total Outlay Metho |
SEQ, ICAI SM Extra MCQ
If the demand for a good is _ i demard for a gocd is
'\ inelastic, an increase in its price 152 | inelastic, then as per total
149 | will cause the total expenditure outlay method
of the consumers of the good
to:
a) Quantity Effect > Price Effect
b) Quantity Effect = Price Effect
e . c) Quantity Effect < Price Effect
G“; Remain the same. d) (0) or (C)
b) Increase.
c) Decrease.
w'\ ; 5
d) Any of these.. ICAT SM
An increase in price will result
ICAI SM 153 | in an increase in total revenue
g
Given the following four
possibilities, which one results : :
20 e increase in total consumer a) The percentage change in quantity
expenditure? demanded is less than the
percentage change in price.

b) The percentage change in quantity
demanded is greater than the
percentage change in price,

@) Demand is unitary elastic and price c¢) Demand is elastic.

falls, d) The consumer is operating along a
b) Demand is elastic and price rises. Imgar demand curve at a point at
¢) Demand is inelastic and price falls. which the price is very high and the

quantity demanded is very low,

M CA Mohnish Vora (MVSIR)
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THEORY OF DEMAND AND SUPPLY

MTP Aug 18, May 20, Nov 22 SEQ|

: ICAI SM, MTP Mar 22

¥ i . f

- ‘No matter what the price ol
coffee is, Arjun always spendﬁ

154 | total of exactly 100 per wee
on coffee The statement

implies that:

a) Arjun is very fond of coffee and
therefore he has an inelastic
demand for coffee

b) Arjun has elastic demand for
coffee ;

c) Arjun's demand for coffee s
relatively less elastic

d) Arjun's demand for coffee is unit
elastic

MTP Oct 20, ICAI SM

A firm learns that the own
price elasticity of a product it
manufactures is 3.5. What
155 | would be the correct action
for this firm to take if it
| wishes to rcise its total
L revenue?

_’ a) Lower the price because demand

| for the good is elastic.

{ b) Raise the price because demand for
the product is inelastic,

l ¢) Raise the price because demand is
elastic.

d) We need information in order to

If increasing air fares increases |
revenues and decreasing them |
157 | decreases revenues, then ih, |
demand for air travel has a |
price elasticity of: f

a) Zero
b) Greater than zero but less thg,

ohe
c) One
d) Greater than one

MTP Marm

If demand for a goad is elastic |
an increase in its price will cayse |
total  expenditure © of  the |
consumer of the good to: *

158

a) Increase

b) Decrease

c) Remain the same
d) None of the above

R

If the price of a commodity |
raised by 12% and Ed is (-) |
159 | 0.63, the expenditure made on |
1hﬁ commodity by a consumer |
wi |

answer this question.

ICAT sm

[ gL the organizers of an

upcoming cricket match decide
To increase the ticket price in

156 e

order to raise its revenues,

what they have learned from

‘ past experience is;

rates will be always equal the
‘ percentage decrease in tickets sold
b) The percentage increase in ticket
rates will be always greater than
| the percentage decrease in tickets
5 sold
{ ¢) The percentage increase in ticket
|
!

{
1 a) The percentage increase in ticket
§
|
{
|

rates will be less than the
‘ percentage decrease in tickets sold
| d) (e) and (c) above are true

a) Decrease
b) Increase
¢) Remain same

|
d) Can't Say ‘

MTP Oct 18 |

160 | If a good has price elasticity |
greater than one then:

L

a) demand is unit elastic and a change |
in price does not affect sellers
revenue, |

b) demand is elastic and a change in |
price causes sellers’ revenue to
change in the opposite direction. |

c) demand is inelastic and a change in
Price causes sellers' revenue 1o
chenge in the same direction.

d) None of the above is correct

‘V‘ CA Mohnish Vora (MVSIR)
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Chapter 2 - THEORY OF DEMAND AND SUPPLY

eI PR N Determinants of Price Elasticity
g of Demand

i June 22 |

When the demand curve I8 a ||

rectangular hyperbola ﬁﬂ L |
increase in the price of the B s o i it
commodity  causesthe  fotal he demand for the commodity

expend c m t i when a consumer 15 a
‘I ;‘I I o o r‘

penditure of consumers of the | | | 165 a5 !

ccmmuc'iﬂy to ! ' habitual consumer,

s ——)
o e

[ = eee———

. ve elagticity
a) Remain unchanged a) Relative elasticity

b) Increase | | b) Inelastic
c) f}r; r'(-’nﬁcdz. | | ¢) Unit elasticity
d) Any of the above | | d) Perfec Hx n:.ln‘mr :

R ——————— -

[ MTP Mari8, Apr 19, Oct 19, ICAT SM

[ 1dentify the fac‘mmhi::h
generally  keeps the price-
elasticity of demand for a good
low:

MTP Mar 22 |

If increasing railway fare | |
! increases revenue and decreasing 166
| | 162 | then decrease revenue then the
demand for railway travel has a
price elosticity of a) Variety of uses for that good. |
i L b) Very low price of a commodity
¢) Close substitutes for that good.

a) Greater than 1

b) 1 d v e '8 !
. ) High proportion of the consumer's | |
¢) Greater than O but less than 1 income spent on it.

d) None of these e e

- ICAT SM

MTP Dec 22 Demand for a good will tend to :

: : ; 167 | be more elastic if it exhibits 1
An increase in the price of a which of the following | |
commodity when demand s characteristics? i
163 | inelastic couses - the' total !
expenditures of = consumers of a) It represents a small part of the | |
the commodity to consumer’s income.,
g b) The good has many substitutes
R el available.
! It i |
D decihse c) il lljiyc)l, necessity (as opposed to a
Z) remq:fn u}:’achc;nged d) There is little time for the
) any of the above. consumer to adjust to the price
change
PYQ June 22 ICAI SM
. Demand for a good will tend to
A situation where after a price 168 be more inelastic if it exhibits
164 | decrease, more units are sold | || ‘which the  following
causing increase in revenue is Lo L iEhe icey - e
called as which of the following? g T e
a) The good has many substitutes.
b) The good is a luxury (as opposed to
b il : a iflw.c:essi’rif).
e ¢) The good is q
b) Quantity effect consumer’s incorn:Tna" e
c)‘ Income effe.c? d) There is a great deal of ti f
i d) Substitution effect the cons i i
| h nsumer to adjust to the
s ik v

i cA Mohnish Vora (MVSIR) s
‘ mvsir.in
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HEMARNITY
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et

W) THE CRifmiadity mist ke sssanigl iy
Ve whis it bes 1

B) The cammimadity must have  many
witbeedihitee

€) The cammadity will ke g ebhosed
Pegir dlsns af nersaas 608 o ee

d) The slaghieity of demand far 1

cutinedity et sl sern,

a) With the help of statistical toals,
the demand can be forecasted with
perfect aceuracy

B) The more the rumber of
substitutes of a commodity, the
more elastic is the demand.

€) Demand for butter is perfectly
elagtic,

d) Gold jewellery will have negative
income elasticity '

itis very cx' ive
't has a number of close substitutes
it has alternative uses
- none of the above
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 MTP Dec 22,AQ.

S———FA

—————— W |

burmq lockdown

Suppode a

due to consumer's income
i COVID-19, a consumer finds increases from Rs 32:0&01_;:
! the vegetable vendors selling Rg Rs. 36,000. As a result, e
| IS vegetables in the street have consumer mcf‘“se-"‘* disis
| 179 | raised the prices of vegetables 183 | purchases of n_:or\r\l>ﬂl¢30 oo
than usual prices. She will buy (CDs) from 25 CDs to 3 e-
_ vegetables than/as her What is the consumers mcct:)rn?
usual demand showing the elasticity of dgrpand for ; 4
demand of vegetables is (Use Arc Elasticity Method)
a) more, inelastic demand a) 05
‘ b) less, elastic demand b) 1.0
¢) same, inelastic demand c) 19
d) same, elastic demand d) 20
‘ i Extra MCQ ¥ s ICAI SM
;' As a group, a good in generic 184 Whmh of ;_a_,_iifl'he following
; form may have ____ demand, but | statements is incorrect?
50 | wnen we scopmider ifs vapiees a) An indifference curve must be
F Roalies) e ely dhat o particiids downward-sloping to the right.
3 Brand nas gemang: b) Convexity of a curve implies that
a) inelastic, elastic the <lope of the curve diminishes as
' | b) elastic, inelastic one moves from left to right.
| | ¢) inelastic, inelastic ¢) The income elasticity for inferior
d) elastic, elastic goods to a consumer is positive
d) The total effect of a change in the

‘ Income Elasticity of Demand

MTP Aug 18, Apr 19, SEQ, ICAL SM

181

a) positive,
b) Zero.

c) Negative,
d) infinite,

MTP Aug 18, Oct 19,5EQ, ICAT SM

182

a) Positive and less than 1,
b) Negative but greater than -1.

¢) Positive and greater than 1.
d) Zero

price of a good on its quantity
demanded is called the price
effect.

. ICAT SM

| For a normal good with a

b)

downward  sloping  demand
curve:
a) The price elasticity of demand is

negative; the income elasticity of
demand is negative.
The price elasticity of demand is
positive; the income elasticity of
demand is negative,
The price elasticity of demand is
positive; the income elasticity of
demand is positive,
The price elasticity of demand is

negative; the income elasticity of
demand is positive.




Chapter

ICAL 5M
it g
L The  quantity  purchased
FEMAING Eandtant (rrespective
ub the change in incame. This

¥ hawn i

L

il negative eame &fluﬁl'ltlly af
i

B incame elasticity of demand less
than ane

¢)  Eere meosme elasticity of demand

) incame  elasticity of demand s

greater than one

ICAT SM

T A A T Y I TR £ BT T o e b et e i et e

A% income  Increases, the
consumer will go in for superior
(a7 | @eeds and consequently the

demand for inferior goods will
fall. This means inferior goods
have

a) Income eladticity of demand less
Than one
b)) negative
demand

€) zero income elagticity of demand

income  elasticity  of

ey

e S5 5 A 1 S Bir L72

: The luxury goods like jewellery
108 {rﬁcles will have

ey = s

a) low income elasticity of demand
b) high income elasticity of demand
€) zero income elagticity of demand
d) none of the above

When income increases the

189 | Money spent on necestaries of

| life may not increase in the
same proportion, This means

e

a) income elasticity of demand I8 zero
b) income elasticity of demand Is one
€) incoms elasticity of demand g
greater than one

d) income elasticity of demand ig less

. THEORY OF DEMAND AND SUPPLY

oA e v i —————r |

g sornge e s

MTP Aug 18, May 20, ICAT sy

i niridicrne] |

——

Suppose potatoes have (-)( 4
190 | as income elasticity, We cqp,
say from the data given that:

——]

a) Potatoes are superior goods,

b) Potatoes are necessities.

¢) Potatoes are inferior goods,

d) There is a need fo increase the
income of consumers so.that they
can purchase potatoes.

P o 20,2081 5

| Suppose the income elasticity

‘161 © ~of education in private school
% in India is 3.6. What does this

indicate; ' -

d) unitary income elagtic ity aof demand |

ICAT M |

a) Private school education is highly
wanted by rich

b) Private school
necessity,

¢) Private school education is a Juxury.

d) We should have more private
schools,

education is a

ICAT Si

If consumers always spend 15
197 | percent of their income on food,
then the income elasticity of
demand for food is

e

than one

Wi CA Mohnish Vora (MysIR)

a) 150
b) 115
¢) 1,00
d) 015

e

a) Botl
citie
b) Goo
citie

city
c) Goo
citie
city
d) Nee
acct

194

a) infe
b) luxu
c) Nec
d) can’
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ICAT SM

SEQ

The average income of residents
of two cities A ond B and the
corresponding change in demand
for two goods is given in the
following table. Which of the
following statements is frue?

If the income elasticity is
196 | greater than one the commodity
15
a) Necessity
b) Luxury

Inferior goods

d) None of these
_ I MTP Mar 21
197 For luxuries goods the income
elasticity is :
a) e>l
A 12 &5 | -23 b) e<l
c) e=0D
E 9 5.6 1.6 d) none of these
a) Bo’th goods are normal goods in both MTP Nov 22"} MTP Mar 19, Oct 20
cities A and B iy
b) Good X is a normal good in both Calculate Income-elasticity for | |
cities ; good Y is an inferior good in 108 | the household when the income | |
city A “~ | of o household riszs by 10% the
¢) Good X is a normal good in both _ demand for Laptop rises by 20%
cities ; good Y is an inferior good in | |
city B g a) +5
d) Need more information to make an b) -5
accurate comment €)iee
d) -2
« MTP Mar 18, SEQ Extra MCQ
T_he :g é'ai;era C}:Jnt;s'eh::: If ;hg income elasticity for a |
computer rises by good is _____ it shows that ||
s e e 199 | good bulks larger in consumer's | |
diture as he becomes | |
(in Economics) is a/an expes 2 comes | |
; | richer ;
a) inferior good ‘ !
b) quury good ‘ O) less than one ‘
¢) Necessity ' | b) greater than one ;
d) can't say ' | ¢) equal to one !
| | d) Zero '
: SEQ
e MTP Oct 19
inferior goods, income A -
: AP i v SUPFQEG ‘income e.lasfici of
200 | bread is 0.25, its meunsw that
bread is-
a) zero
b) positive a)  Inferior goods
¢} Negative b)  Luxury goods
d) nore <) Normal goods
d)  Can't say

M. CA Mohnish Vora (MVSIR)

e o

mvsir.in
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[
MTP Apr 19

FCAL 4y

A cdr dealer ss1ls rey is o,

[ used cars  Seles duwng 5

| If the proportion of income Previous year were 44 4l
spent on a goods decrease as

| 2ol income rises then income p
| it
| elasticity is:
| 3 l fs
['| a) Greater than one N A 4
| | b) Less than one 60,000 j Ary
|| €) One ik
|| d) Zero
| | During the previous Yeer vibe. ;
J s 204 | things remaining the same . ;
‘I J l"@'ll mncomes ”f fhﬁ f—"-:"ﬂl,l-ﬁ.,.
i ' rose on average by 107,
P 1 '
| MTP Apr 19 During the last year sales of 1. iy
| | cars.inereased 16 500, bt snis
of used ear's declined 14 3 #7y)
|| 202 | Normal goods have: ' 2
‘V |
'l | What is the income Elastis vy of

demand for tne rew g4 we
T G | used cars? What infererce £
a) Positive income elasticity ] you draw from these rmer £
om these messiwes £

of income ?,Iﬂ',".’lf‘!?//

| | b) Negative income elasticity

| | €) Fluctuating income elasticity

#' d) Zeroincome elasticity 7i
_i

]r f Q) Income glqsfh’,lf, f,f new carz s7 £

fl f new car is a normal good. Wherens )
Income elasticity of used cor

MTP Mar 1 sticity of used

; Mar 19 “ ‘0.375, used car ig inferior gooc 'e;

| 1 b) Income elasticity of new car= -2 0

i’ Calculate Income~efasfici‘ry ;ew car is a inferior good /; eres

| :for- the household when the ncome elasticity of used

| 208 income of a household rises by +0.375, used car is normal gooc |

| 5% and the demand for bajra b | 29

§ falls by 2% ! ¢) Income elasticity of new car = +1.50 f

| o new car is a normal good. Wheress {

| Income elashcn'-/ of used cor 5

f -0.50, used car is inferior good | &

I e

] | ©)

| E) o d) Income elasticity of new car | ¢)

c)) —0245 new car is a inferior good. Wnere ; )

} d) ;0‘4 Income elasticity of used

J ; +0.50, used car is normal good

' V.
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] e T MTP Aug 18
? I Which of the following is
| g 205 3

G incorrect . e

_\ The cross elasticity of demand for
i t+wo substitutes 1S positive,
b) The income elasticity of demand is
+he percentage change in quantity
\‘!{?"\C;"‘!\"?(_‘G of :“! good due to a changc
n the price of a substitute.
The cross elasticity of demand for
two complements 1s negative.
The price elasticity of demand is
always negative, except for Giffen
gocds‘

(®)

MTP Nov 22

A necessity is defined as a good
having:

B SEEy

MTP Mar 18

Calculate Income-elasticity for
a household when the income of

i ——————r——

a) A positive income elasticity of

demand iy

b) A negative income elasticity of
demand

c) An income elasticity of demand

between zero and 1.
d) An income elasticity of more than 1.

206 | this household rises by 5% and Cross Price Elasticity of
the demand for buttons does _nga"d-
not change at all.
| a) Infinity ICAT SM ] 5
IDE —
o) fa . i '
N Teim If the quantity demanded of
- mutton increases by 5% when
| the price of chicken increases
MIEDec <2 219 | by 20% the cross price
elasticity of demand befween
207 Elasticity is greater than unity mutton and chicken is
i Sl 5 i
a) Luxuries E)) E)Oé255
b) Necessaries ) _4
¢) Complementary good ;) 4
d) None of these
MTP Dec 22 MTP Mar 21, ICAT SM
g el A relative price is
208 | Income elasticities in —L
the short run and long run
it | a) price expressed in terms of money
b) what you get paid for babysitting
a) differ your cousin
b) Same c¢) the ratio of one money price to
c) Can't say another
d) Both (a)and (b) d)

equal to a money price

|
{
E
|
H
|

|
‘
!
|
1
|

|
|
|
|

|
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SEQ tear am (|| TP May 20, TcaT s
R e S = . l ‘hﬂ o 7 : ey
r ross  elasticity betwe,
When the numerical value af || 218 | Rye bread and Whrlla WTHH
10 b AlAgdiiie . | L eat
AL §ro8R slaatie ty hatwean two || bread (8 expected to be
go0us 1% vary high, it means wdsigy ke : !
g ; i ) Positive
a)  The goods are Perfact ¢ amplaments (1 b) Negative
ot therefore have te be used [ 1 ) Zare
together l ) Can't say
b} The R ape pertect substitutes |‘ ! |
andt can be used with ease in place din '
of one another i I‘ .AI M i
¢) There 8 a high degree of The ¢ross ﬂlﬁg““'y between ]
substitutability between the two 26 | personal computers and  sofy ‘
Qoo wares |8 K} J
d) The goods are neutral  and e i
therefore cannat be condiderad as [ | a) Positive i
substitutes [ b) Zero |
: ¢) Negative .
' ) | d) One I
MTP June 22 | | ,
213 J For substitutes, cross ‘ LCAT SM : -
[ t E e AP TR e k& g
1CITY @ | { |
.-.m!. 12 dhdl -dt-amtmd : [ 2y , the cross elasticity between |
a) Poxitive “ I Hread l"](..' hvr)u ',!.‘,“ _
b) Neaative a) Positive
! ) . ere |I) Nt‘ljﬂ“\h"
d) Always legs than one ay
- - . 1.” One | ;
MTP Oct 20, ICAT 5M ! ;
: The figure below shows the SEQ :
| budgcf‘ congtraint of a RS e e AT Y
; 900/-%, o spend on two 5 by g ML P |
if_tqmmodiﬂe!, namely ice cream 8 Wbk by eas LIl |
| |\and chocolates, |
: s . ”) 1810 ,
II : "o b) greater than zero | f
: : P less than infinit ‘I
o ! q €) Y
r 214 ﬁ d) infinive J
g MTP Mar 21, SEQ
== . R veT——
o i N Cross  elagticity of demand '
b of Les .:,::;:::;.H.»...‘.._.J 219 | between tea and coffee is: .
The prices of these two
commodities respectively ape; it~ ; '
< Do
Ry 10 and Rs 20 E) 'ﬂﬂ”lvt‘
ks 20 and Rs 10 ) ﬂ&grﬂl\l‘(-‘ ‘ b
Rs. 10 and Rs 5 €) zero | G
Any of the above d) infinity |

CA Mohnish Vora (MVSIR) mvsir. i
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brica af Gmood )('

Quantity demanded of Good Y X

of X d

PrT
- | Rs.201s

—— -

2
b)
c)
d)

Good X and Good Y are perfect
complements
Good X and Good Y are perfect
substitutes
Good X and Good Y are remote
substitutes

Good X and Good Y are closzl

substitutes

a) luxury good
b) inferior Good

¢) normal Good

d) none of the above

Demand is unit elastic
b) Demand is highly elastic
¢) Demand is perfectly elastic

~d) Demand is inelastic




Chapter 2 -

:  The & cross-elasticity of Z Whm goods qp,
226 | the price of X decreases from 231 | substitutes for e:chperrm B
| B 40 to 20 is equal to; then crogg elasticity jo  °Ther | [ 5
f _ (Use Arc Method) a) Infinive J m
| a) <06 b) One | | Question
| b) +06 c) Zero | B :
[l e) -1 d) NMNone of the above " | A shopks
] d) +1 | | S e pen. Af
| MTP“E‘;’-WW;; m'm't /
MTP Mar 21 i o I
[ 227 T f substitute broduch . Between 1y perfect | |+ Only
| £2%€ of substitute produc 232 | substitute the elasm;ty of | © The
|| @) demand curve slope upwards, | Substitution et | - d-r(;’::“
|| b) demand curve slope downwards ' : — boug
|| €©) demand curve is perfectly elastic | a) « Zero | ‘ mont
' | d) none of these, || B) >Zer'9 : ‘
[ &) « Infinity
5 MTP Mar 21 : ; d) Infinity
A dealer sells only two bmnds ; v n) 236
| B | of Motorcycle- Royal and Hero, | i o : :
;! ; It was abswved fhaf Whﬁ!’i ‘fhﬁ | lgéoocﬁff)( Gﬂd Y bemg mdependenf
| 228 | Price of royol rises by m/; ﬂ,e 1 oods the cross price Pfasfrcsfy a) 25
| | demand for Hero incy esby | |47 | of demand {ignoring the sign) | b) 10
| D% Whet s o ii | between them will be. ¥ 16
‘: elmkity of Hero aga a) 1 (unit elastic) ‘ il
Price of Royal? || b) less than 1
a) +15 - || €) greater than 1 e
b) -15 2 & Ld) Zero |
c) 25 G : i
d) none of these i - MTP Mar 19 | | 237
|
' If_ fhz pr'!ce of pefroi rises by |
: nnddemandfarmrfalisby ’ :
440"/0  then cross zkISfth I : E)) 'y
-:'befween petrol and car is o d ¢
elasﬂc:fy be?ween, hem is. D e | d) +
a) Zero b) 16 .' |
b) One C) -2.6 | B
¢) Infinite d) 2.6 e
| d) None of the above i ’ _1 :
; — ' Extra MCQ | B 288
. . fATPMW !9 :
It —gm ,_ e of g |
230 - compleme tary, like pen dﬂd n ;ﬁg 'mﬁnz:mg then it |
5 : ¥ 1 : i ¢
| ::k hen fhc cross zlammy isa case of _ _-J.
J a) Positive d} Remote substitutes }
b) Zero b) Close substitutes 1
} ¢) Negative i: Weak complements
| ] d) Less than one

| d) 5trong complements
B o S — ~m1_1___h . m‘jJ_
M CA o abniats Vor' a (MVSIR) S
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e amw 18

: Mlﬂidﬂm
- wza&-m

p "”'mgdwur&mw
Mmmhemseﬂizow
-+ After some time, he raises the

¢ 50 pens were sold every month
e number of refills bought were
own from 200 to 150.

tmwﬁmmmwﬂp«

MTP Oct ia

, Whatcaubemdubnu‘fiht
price elasticity of demand for

pen?

239

a) It is perfectly elastic
b) Itiselastic

¢) Itisperfectly inelastic
d) It isinelastic

MTP Oct IW 20

4.__”__

!3 -
Suppose  income OF %
residents of locality mcr'eases
by 50% and the quantity of gel

g pens .demanded increases by
20%. What is income elasticity
of demmd for gel pen?

a) 04

b) 06

g} 125

g 150

MTP Oct 18
| 241 We can say that gel pen in
economics sense is a/an.

a) Luxury good

b) inferior good

c) Normal good

d) Nothing can be said,

 MTPOct 18

“ L4 Eiik Mara (RVSIR)
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Chapter 2 < THEORY OF DEMAND AND suppLy

TCAT SM
fhe troes  price  élastieity
| betwesn twe qoods X and Y 18
: krown to be - 0.8 1f the price
of good Y rises by 20%, how will
the demarnd for X change?

¥} 1]ty v
I k) By .
! &

ICAL 5M

The price of lkg of tea is Rs 30,
At this price Skg of tea is
demarded 1f the price of coffee
riaed from Re 25 1o Rs 35 per kg,
the 4 mrﬁﬁx demarded of fea
riges from Skg to Bkg. Find out
the croas price elasticity of tea,

744

1) ' (l(i
,I'.J 7z 50
(40 | ’! r'(’

u') 1. 50

ICAT 5M

The price of 1 kg of sugar is Rs
50. At this price 10.-kg is
demanded. 1f the price of tea
falls from ks 3040 Rs 25 per kg,
the consumption of sugar rises
from 10 kg f6 17 kg, Find out the
tross  price  elasticity  and
gomment on its value.
iy 7240

by -ZA40

£y ¥1.20

i) 1.20

745

MTP Dec 27

If the amounts of 1y
tommodities purchased both
inerease or decrease when the
price of one change, the cposg

elasticity of demand between
them ig

244

s iy A

negative
positive
LA

|

CA Mohnish Veorq (MVSIF!)

s

| B T —

Advertisement Elasticity of
Demand

PYQ June 25

if the advzr-‘rtsemc;;:
expenditure on X commodity
increases by 207 and demap,

247 for it increases only by 59
The advertisement elasticis,
of demand for X commodity i
[ a) 0.25
by (-)0.25
¢) 4
Ll d) ()4 ;
: PYQ Jure 22
548 Advertising _elasticity  of
demand is Wpically L
| | a) Negative
b) Positive
¢) Always zero
d) Nene of the above
¥ Extra MEE

251

When  the  advertisement
expenditure on Mimo Mobile
Phone was Rs 2,00000, the
company could sell only 20,000
units. The company thought of

249 | increasing the sales and thus
increased the advertisement
expenditure to Rs 3,50,000,
leading to an increase in sale
by 25,000 units. What is the
advertisement elasticity ?

a) 1,67

b) 0.33

¢) 0,33

d) -167 J

Demand Forecasting

MTP Oct 19, ICAT SM

A good which cannot be
consumed more than once 15
known as

250

a) Durable good
b) Non-durable good
¢) Producer good

| d) None of the above

e |




Chapter 2 - THEORY OF DEMAND AND SUPPLY

: ol =q

The demand for labour in The demand for a factor of
response to the wage rate is [ || 256 | production is said to be a derived
whereas the demand demand because
E 251 for same labour in response : R
" to the price of e!ec‘ﬁ*onic a) Itisa func‘rupn of the profitability
goods where labour enters as of an enterprise .
an input is b) It depends on the supply ©
e — " complementary factors
| | @) Derived Demand, Direct Demand ¢) Its stems from the demand for the
b) Direct Demand, Derived Demand final product |
¢) Individual Demand, Market Demand d) It arises out of means being scarce | |
d) ComPGnY Dl.’mﬂnd, InduSTr‘y Demand in pelaflon to wants o ;
MTP Apr 21 : E’i;/trdMCQ {
' | | ing of demand is the | |
: The Delphi process is Forecasting of dt’,_r‘r_!;p 1 ;
feae Tecehniqui.poi:: T ot L art and science of predicting |
257 | the probable. demand for a |
- i T some | |
Budget Analysis product or a service af :
;)) DL(:,n?;d fr:)crl"Zc;sng fumg'z*da'te on the basis of
Anal |
3 rfj{;?e or;at}}l;l:e a) past behaviour patterns of some ||
| R PR A related events
= b) prevailing trends in the present !
MTP Apr 21 ) (a) & (b) ?
253 | Marketing Planning is based on: d) none of the above ‘

a) Demand forecasting Extra MCQ
b) Demand function .
c) Demand estimation o5g | Forecasting of demand is
d) Demand Analysis useful in- -

Dl a) efficient production planning & ||

?"m MTP Mar 19 process selection !‘

e ;éo Siction of o would b) téudge‘rary pllcmnmg ;

254 lodd, to lesser production  in c) Cost contro i

a7 d) All of the above -%

| | @) Public goods _ ExtraMcQ

| | b) Consumer goods Which  of the : i
| : ~ the following
'. 3 23";::1"“';0; s900‘-“5 )59 | Statements are incorrect
pital go regarding the Scope of Demand

Forécagtingd '+ & |

a) Demand forecasting can be at the
international level

b) Demand forecasting cannot be done
for a small firm in a local area

¢) Scope of the forecasting task will

a) supplementary demand depend upon the area of operation
b) intermediate goods of the firm in the present as well as
¢) derived demand what is proposed in future.

d) complementary demand d) Demand forecasting can be done for

a small firm in a local area

i M CA Mohnish Vora (MVSIR)

muein in
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s e T e AT

Extra MCQ L b e Extrg Mo
260 | Which  of  the following Under this methad af g, "!
statement is correct ? fareeasting, n relariong,. " |
i o S satablished  berweg, |
a) Long term forecasting is for about ? quantity demanded ( A thy |
two to five years and more. It 464 variable) and ”m"”v!"‘:l“ﬂuh,,.j
provides information for major of demand t:;';"'”“"*“m,-, \
tactical decisions Carioklas % r".'-‘ Ehilgi | P |
b) Leng term forecasting is for about 1 . ity
: variahiles) &
six months or less than one year SESR A B j
and is generally useful in strategic a) Grags Roots approack * | &% T
decisions b) Collective Opinion Methad l. s
¢) Long term forecasting is for about ¢) Controlled Fxperimeris 1@ iy
two to five years and more, It d) Reqgression Analysis | by 7
provides information for major s ‘ k\ Ve
strategic decisions ¥ 3
d) None ogf the above el iy hraheg | | ¥ ;
refers to .u,_,,m”ll i| )
2 1
|

mrT—— i i
Demand Forecasting - Extra 265 | With itg immediate reaction 1, | B
MCQs changes in product price o | ‘5
prices of related commodifies |

Extra MCQ a) Long-Run Demand i
Under which method of demand b) Short-Run Demand
forecasting, consumers are | | [ €) Derived Demand
e given a specified sum of money | 1-d) Autonomous Demand
and asked to spend in a store_ e — ‘ 264
on goods with varying prices, Extra MCQ i
packages, displays etc. : vy : 1
a) Barometric Method 266 Which  of  the following | ‘
b) Consumer‘ C“ﬂlCS S?GTL’-menT 15 Tr'l}(‘f f,lhi’ji” on \ ‘
c) Survey of Buyers' Intentions Surable goods ? 1 a
d) Classical Method S e— * hJ»
E% _T“:ese QOOchi do not quickly wear out | ¢)
ese goods vyield utility over o | d
o Extra MCQ period of Time ity ov | )
S ch of f!‘le following refers c) These goods meet 0"'Y the current }
262 | to for"ecastmg the demand for demand |
| aparticular firm's product d) These goods can be consumed more |
a) Macro-Level Forecasting fhari orics ‘
; b) Industry-Level Forecasting =
_‘g £ Long Term Forecasﬁ‘ng Extra MCQ !
’} d) Firm-Level Forecasting Ly 4
Extra MC In which of the followng ‘
TF the — Q 267 | method, scientifically chosen ]
ik dem‘:nc; f:"ﬂprodqcf is ) sample of potential customers | P2
263 ﬂwpg'm‘dﬂd‘s“?; e: ieq;cnd for | are interviewed ? )
+ Then it is called | | | 1
: b}
| @) Firm's demand T TS ] a) Complet i @
| | b) Autonomous Demand b) Sﬁm:;le ;u?;.nume'&nhon ! ke f "
| | €) Derived Demand ¢) End-Us Mvey ek |
{ | d) Short Run Demand d) Delphi : ﬁhod
it O —— - e P ‘ Tec”‘nlque
—

Wi CA Mohnish Vorq (Mv;;)*%-._ﬂ%_m_w
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Chapter 2 - THEORY OF DEMAND AND SUPPLY

Extra MCQ

Which of the following is
8 | incorrect regarding the
| Collective Opinion Method ?

a) It is also known as sales force
opinion method or grass roots

approach .
b) This method is subjective as |
personal opinions can possibly i

influence the forecast

¢) This method of forecasting could
be useful in the long run

d) This method of forecasting could
be useful in the short run

Extra MCQ

Which method is useful when
bulk of sale is made to
269 | industrial  producers  who |
generally have definite future
plans ? oy

a) Survey of Buyers' Intention
b) Grass Roots Approach

¢) Delphi Technique

d) Regression Analysis

Extra MCQ

Which method is best sui.‘reci in

circumstances ~ where
270 | intractable CMHQBS ~ are
occurring and the relevant

a) Collective Opinion Method
b) Survey of Buyer's Intention
c) Barometric Method

d) Expert Opinion Method

Extra MCQ

Which of the following is/are
271 | the limitation/s of Collective
Opinion Method ?

a) Salesmen may be unaware of the

b) This

c) Salemen may not agree to forecast

broader economic changes which
may have profound impact on future

demand ’
method is subjective as

personal opinions can possibly | |
influence the forecast

the sales

d) (a) & (b)
. ExtraMcQ
Which method ‘of demand

272 for‘eq%ﬁng; i

< also called as
ol Method ?

g

a) Collective Opinion Method

b) Trend Projection Method
) Barometric Method
d). Expert Opinion Method

‘Which of the following is ‘

incorrect  regarding  the !
273 | Controlled ~ Experiment
Imethod: of  :demand

| forecasting?

a) It is also known as market
experiment method
b) The market divisions here must be
heterogenous with regard to
income, tastes, etc
c) Here  market  studies and
experiments are conducted on
consumer behaviour under actual,
though controlled, market
conditions
d) The market divisions here must be
homogeneous with regard to income,
tastes, efc

Whit;hfype of indica:ihr‘:'mo?es;
274 | up or down chead of some
| other event ? :

a) Leading Indicator

b) Lagging Indicator

c) Coincidental Indicator
d) None of the above

b

M CA Mohnish Vora (MVSIR)

mvsir.in

2.36



275

The demand which will
ultimately exist as a result of
changes in pricing, promotion
or praduct improvement, after
enough time is allowed to let
the market adjust is called as

a

b)

<)

| d)

Short Run Demand
Derived Demand
Autonomous Demand
Long Run Demand

276

In which of the following
method burden of forecasting
is put on the customers

a)
b)

~

d)

—

Expert Opinion Methad
Collective Opinion Method
Survey of Buyers' Intentions
None of the above

Under which technique, firms ?

Survey of Buyers' Intentions
None of the above

solicit  the  opinion  of |
277 | specidlists through a series of
carefully cesigned
questionnaires
a) Expert Opinion Method !
b) Collective Opinion Method

Which . of the following is

c)

demand for producer goods (capital
goods) is growth prospects of the
user industries

An
substitutable factor of production,
say labour, is likely to increase the
demand for capital goods

An increase in the price of a
substitutable factor of production,
say labour, is likely to decrease the
demand for capital goods

Higher the profit making prospects.
greater will be the inducement to
demand capital goods.

278 | incorrect  regarding producer
goods ?
a) data required for estimating |

increase in the price of a |

Which of the technique is used

279 to find a trend line which best d
fit the available data
a) Graphical Method of rend |
Projection =
b) Least Squared Method g
c) Regression Analysis
d) Barometric Method
The demand for a commodity
that arises because of the
280 | demand for some other
commodity  called ‘parem
product’, ‘is called -
a) Firm's demand
| b) Autonomous Demand
| ¢) Derived Demand
| d) Short Run Demand
: s
| 281 Durgble Goods have
a) Repeated Demand
b) Replacement Demand
c) (a) &(b)
d) None of the above
E £
1’ ! method
1
| 282 1 forecasting is also colled os
! i Delp’m Te,chmque
| , i
| a) Expert Opinion Method
| b) Collective Opinion Method
| ¢) Survey of Buyers Intentions
| d) Regression Analysis P
! Which of the following = E
283 incorrect regarding Groprice :
Method ? 7
a) It is also known as free hod

projection method
It involves involves plo
Time sSeries data on ¢ gc

and 'F‘r:_ng a freehand curve

!

b)

possible
Direction of curve shows the Trens
This method is very re

c)
d)
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2&4 | Heawy advance orders for
capital goods is an example of -

a) Coincident Indicator

b) Leading Indicator |
¢) Lagging Indicator |
d) All of the above

S

T Which of the following is not a

285 | disadvantage of  Controlled
Experiment Method?
a) It is expensive as well as time

consuming l
b) It is risky because it may lead to | |
unfavourable reactions from | |
dealers, consumers and competitors ‘
¢) It is easy to determine what |
conditions should be taken as
constant and what factors should

be regarded as variable demand
d) Tt is practically difficult to satisfy
the condition of homogeneity of

I Tune 72

The demand for a firm's product
when expressed as a percentoge
|
1

288 of industry demand it signifies
the ____ of the firm

a) Product share |

b) Market share

¢) Demand

d) Supply

Ram and Sons are gaing fo
heavy advertisements campaign
to enhance their sales. When
analysed it was realized that
the expenditure on
advertisement by the company

markets
The Delphi technique,
2t developed by ’
a) Alfred Marshal af the Rand
Corporation of the USA
b) Olaf Helmer at the Rand
Corporation of the USA
c) AC. Pigou
d) Adam Smith
Extra MCQ

The objective of advertisement

287 e

a) Shift demand Curve to left &
Reduce elasticity of demand

b) Shift demand Curve to right &
increase elasticity of demand

¢) Shift demand Curve to left &
increase elasticity of demand

d) Shift demand Curve fto right &

Reduce elasticity of demand

289 | pas gone up from Rs. 2,00,000
1o R3; 3 00,000 and the sales of
this product increased from 10 |
lakheunits 1o 20 lakh units
What is the advertising |

| elasticity cf demand ? i

a) -1 i

b) 4

c) 2 |

d).: 3 |

MTP Dec 22 |

290 What are the determinants ofj

price elasticity of demand

a) Availability of substitutes

b) Price range

¢) Position of a Commodity
Consumer's budget.

d) All the above

in the

il saanteTDN
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ll Basics of Utility

Chapter 2 - THEORY OF DEMAND AND SUPPLY

ICAL 5M

1 Comforts lie between

a) inferior goods and necessaries
b) luxuries and inferior goods

¢) necessaries and luxuries

d) none of the above

AQ.

2 | Luxuries are goods that are

a) Enjoyable and essential

b) Enjoyable but not essential

¢) Essential but not enjoyable

d) Neither enjoyable nor essential

AQ.
6 Being ___ utility varim
different persons.
a) absolute Ty
b) objective
c) subjective
d) None of these
‘—-_-—--—‘ﬁ
AQ.
‘"_-—.-—-'-hu
- By way of an optimal choice, 4
consumer tends to
|

a) save money

b) purchase large quantity

c) maximize satisfaction

d) maximize satisfaction subject to
constraints  like  tastes and
preferences

MTP Mar 19, ICAT SM

I When econcmists speak of the
| utility of a certain good, they arz
referring to :

3

a) The demand for the good.

b) The usefulness of the good in
consumption.

c) The expected satisfaction derived
from consuming the good.

d) The rate at which consumers are
willing to exchange one good for
another.

‘(‘g:ﬁ: 3 %, "“%&
# L

TR

| The desire for a commodity by a_
4 | person depends upon the
he expects to obtain fromit

a) Utility

b) Pleasure

c) Taste

d) None of these

People know uti.li"'r o
5 meansof P Y .

a) price

b) introspection
c) demand

d) desire

rfA Mahnial 17

MTP Nov 22

Al_l,éfesires, tastes and motives
8 | of human beings are called
] in econotnics,

a) Willingness

b) Demand

¢) Wants

d) None of these

Cardinal Approach - Law of

Diminishing Marginal Utility

SEQ, ICAT SM

9 | Total utility is maximum when :

a) Marginal utility is zero.

b) Marginal utility is at its highest
point,

¢) Marginal utility is negative

d) None of the above

ICAL SM |

The successive units of stamps
collected by a little boy give him
greater and greater satisfaction.
| This is a clear case of |

a) Operation of the law of demand. |
b) Consumer surplus enjoyed " |
hobbies and rare collections .
¢) Exception to the law of diminishing l
utility, ,
d) None of the above ]

-

[ [e

a)
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T

"J TP Oct 19, MTP Aug 18, ICAT SM

—

The second glass of lemonade
gives lesser satisfaction to a
1| $hirsty boy, this is a clear case

of:

16 A falling MU curve illustrates

kﬂi_ aw of demand
b) Law of diminishing returns
¢) Law of diminishing marginal utility

d) Law of supply

a) The principle of  diminishing
marginal utility
b) The principle of  diminishing

marginal rate of substitution

SEQ

Consumer stops purchasing the
12 additional  units  of  the
commodity when

a) marginal utility starts declining

b) marginal utility become zero

¢) marginal utility is equal to marginal
utility of money

d) total utility is increasing

c) The principle of equi-marginal
utility
d) Any of the above
MTP Apr 21
17 If MUx = 30, Px = 5 MUy = 40
the value of Py will be
a) 10
b) 15
c) 667

d) None of these

MTP Mar 21

MTP Dec 22, AQ.

At saturation point of TU curve ,

13 | the slope of TU curve is

|18 | = 10. Consumer is in equilibrium

a) 1

b) Infinity
c) Zero
d) Positive

MU from last unit consumed of
. | commodity ¥ = 50 Units anc MUm

and consuming commodity y only.
Find the Price of Commodity ¥—

o QJ b " A'Q'

aji b
b) 10
c) 40
d) None of these

o
Condition of equilibrium using
14 | utility analysis of demand can be
expressed as

MTP Oct 18, Oct 20

19 ~ Marginal utility approach to

demand was given by- -

a) MUx/Px = Qx

b) Px Qx= MUn

c) MUx/Px = MUy/Py = MUn
d) MUx= MUn

a) J R Hicks

b) Alfred Marshall
¢) Robbins

d) A CPigou

AQ.

Extra MCQ

15 | MU curve will be below X-axis

Whichof the 'following- is
il_'_;";:orrecf_!.'rgld'ri'ng to Law of
 Diminishing Marginal Utility ?

a) MU is zero
b) TUis falling
¢) MU is negative
d) Both (B) and (C)

a) Law may not apply in case of
prestigious goods

b) Law may not hold in case of hobbies

c¢) Law applies in case of habit forming

B commodities

Law may not be operating in cases
such as creative art

M. €A Mohnish Vora (MVSIR)
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! a) 30 utils
, ! b) 12Q ghiis
i !' c} &Ou‘his
| d} 6Gunis

a} Utility can be measured [
b) Utility carnot be measured g
¢} Utility con be ranked

d} Urility can be meosured in some

e —— —Im i

T e e —

CE—
RN DT e
: ———
f atility per amt of each Srodia.
beverd some "’Li?‘" 2 e s
of a product wil yieid less opg s
extre satisfocthor o a corsume-
price must be owered %o "Qlce
firms o supply more of ¢ prediucs
i wil ke CrgErT  amg EI":&-
emourts of resources beyemd om,
pomn? 1O Produce SUCTESSWe umits o
@ product . B

ghility =

total

case ; B TP Jupe 22 5
; o MTP Mar 8 ‘ A m S n egy *CT‘U‘T 3
g : 7 \when she s denwng
- LM sf m m’gunl e ¥ Sutisiorfion
fgﬂ) Mcney 'e'ﬁ‘ e
| b) Butter f1ie T
I c) Pepsi, Coke etc. } | £ 2 P 2) 3000
[ ) Tce cream :,‘ ""C.l"'l.l:" pos:tee B} 120D
: 5 d]} None of these c) 2000
| d) 1500

FEeesE MIP Jure 22
i, B B .
: ~ | impliesithat ¥ 28 The oldest approach o e Wi
' | @) marginal utility of a good diminishes | | | it < N comse
] over fime. | @) the total utility approach o B
b) fotal utility is negative. | b) the cardinal utiity cpproach a) 3000
¢} last onit of & good consumed will ; | c) the ordimal utility epproach b)) 400
contribute most to the consumer’s | d) Nore of these c) 2000
satisfaction. =1 d) 1500
d) first unit of a good consumed will MTP Mar 22
contribute most fo the consumer’s
satisfaction. , After reaching the scturcher 3 | Whic
29 | pomt, consumption of oo ™ are staver
ﬂTPJW 2 | eits of the commodity o { @) TU imore
e e a) Total utility to foll ond mory™ .x f“aw“”
_ _.m’sbdmnrsb&dm b) Total utility end margmal o7 L ) When ™
— both to increase ; _ Total utdl
a) Hypo’thes:scf additive utilities. ' | ©) Total utility fo foll and =mrs™ [ 9 A e
b) Hypothesis of i utilities. | | utility to become negstie [k Sene
c) Both (4) and (8) | | & Total utibty 1o become neget< Mo cawe
d) Weak ordering marginal utility to foil
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B z : 6800
3 ! 9600
]
B 5 12000 |
E 5 1 14000 |
|
!
£ ; 5600 ‘1
7 16800
5 17600 *
5 18000
MTP Oct 18 | : MTP June 22 |
Fwhat is margingt utility when 33 Law of Egui-marginal Utlity
30 | consumption increases from 4 | can be expressed as- 1
| uits 10 5 wmts? j a) MUx/Px = Qx |
a} 3000 | b) PxQx=MUm |
b} 1200 c) MUx/Px = MUy/Py = MUm >
c} 2000 d) MUx= MUm |
i Extra MCQ i
& MTP Oct 18 According fo Marshall, the i
3 : | consumer has diminishing utility h
& o 9'"“' uﬂiﬂ}!mm P 34 | for each additional unit of a ||
31 |y pempun b ncreases commodity and therefore, he |
| e 109 units? will be willing o pay ‘|
| o) 3000 | @) only less for each additional unit
E b) 400 b) only more for each additional unit |
{ <) 2000 ¢) The same for each additional unit §j
| 4) 1500 d) As per the situation
Extra WCQ Lt TP Dec 22 |
ollowing i
37 M ﬁ ’h’:“?f £ Tméaﬁomi mmm fheory
atemernt " d rnot explain choices
a) ’;‘U increases af o diminishing rate | | | =% | involving  risk because it
becouse MU is diminishing i assmed ’rhai
b) MU con be positive zero or —t :
regative g At B a) MU always declines
¢) When marginal utility is zero, | | P) MU first declines and then rises
total utility is maximum | €) MU first rises and then declines
| d) At satiation point, @ consumer s | d) MU always increases,
18 dwaysatequiibrim. 1 %

u -a as w e A Gf amen {Mvsm) mauein in m
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Chapter 2 - THEORY OF DEMAND AND SUPPLY

MTP Oct 20, ICAL SM

IATP Mar 18, Mar 19 |

4 2

In economics, what a consumer
is ready to pay minus what he
actually pays, is termed as:

a)
b)
c)
d)

Consumer's equilibrium
Consumer's surplus
Consumer's expenditure
None of the above

AQ.

43

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

Y

-,

D

Price
& " E
MU

MU

o Q x
Quantity

o)
B
e
tl d)

OPEQ

ODEQ®

PDE

None of these

MTP Mar 21, M

A rise in price will

a)
b)
c)
d)

increase in consumer surplus
decrease in consumer surplus
no change in consumer surplus
none of these

46

In case of necessaries the
marginal utilities of the earlier
units are large, In such coses
the consumer surplus will be:

)
b)

¢)

Infinite
Zero
Marginally positive

| | d) Marginally Negative e
Extra MCQ
| 47 Consumer ~ surplus 15
represented by the,, &
a) Area above the demand curve and
| below the price
| | b) Area below the demand curve and
l above the price
c) Areaon theright of demand curve
d) None of the above

T MTP Mar 19

o e — ¢ A ———— o S

" Corsumer Surplus is:

)
b)
c)
d)

|8
a

What a consumer is ready to pay +
what he actually pays

What a consumer is ready fo pay -
what he actually pays

What he actually pays - what a
consumer is ready to pay

None of the above

MTP Oct 18
>

uyer's willingness o pay is
ﬂ“"- bUYGl'" g 7y

minimum amount he is willing fo pay
for a good.

producer surplus.

consumer surplus

maximum amount he is willing to pay
for a good

a) APB a)
b) AP:L b)
c) PiPCB c)
d) BsC _ d)

i M CA Mohnish Vora (MVSIR)

Necessities
Luxuries
Comforts

Conventional necessities

i e

mvsir.in

2.46




Chapter 2 - THEORY OF DEMAND AND SUPPLY

MTP Nov 22, WTP June 22

-

e, CONSUMEP SUrpPlUS,

sy | A rise in price of a good

a) Heduces

b} Ircreases

¢} Either (ﬁ;(md (B)
d) Doesn't effect
[‘““ £ |

statements and

options, -

petential price and actual price,
Reason (R): There exists an
inverse relationship between the
price and consumer surplus,

select the
correct onswer from the given

5y | Assertion (A): Consumer surplus
is the difference between the

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

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

¢) (A)is true but (P) is false

d) (A) s false but (R) is true

Extra McQ
53 | The slope of TUis ___
a) Increasing
b) Decreasing
¢) Always zero
d) None of the above
. MTP Nov 22, MTP Dec 22

it gg’pm:e which a consumer would
54 | be willing to pay for a commodity

Vequals to his -. _

a) Total utility

b) Marginal utility

c) Average utility

d) Does not have any relation to any of
these

PYQ June 22

Consumer's surplus = what the
55 | consumer is ready to pay minus
7 :

e r——

a) What is actual price of the product
b) What is income of the consumer
¢) What he actually pays

Ordinal Approach - Indiff

er'enc
Curve .

Which ane is not an assumption of
56 | the theory of demand based 4,
analysis of indifference curvesy

a) Given scale of preferences

between different combinations of |
two goods.
b) Diminishing marginal rate o |

substitution. i
¢) Diminishing marginal utility of money
d) Consumers would always prefer

more of a particular good to less of

it, other things remaining the same.

——

" SEQ, ICAI sm

An indifference curve slopes
down towards right since more of

57 iy :

one commodity and less of

| another result in:

!

iy
a) Same level of setisfaction.
b)  Greater saticfaction.
¢) Maximum satisfaction,
d) Any of the above
SEQ

The Slope of Indifference
58 ol
Curve indicates

a) Marginal Rate of Substitution of x
fory

b) Prices of xand y

¢) Slope of the budget line

d) Change in prices

—t

ICAI SM

Which of the following is a
59 | property of an indifference
curve?

d) What is actual surplus

T ———]

N4 CA Mohnish Vora (MVSIR)

a) It is convex to the origin due 10
diminishing  marginal rate of
substitution :
b) The marginal rate of substitution is
constant as you move along an
indifference curve.

¢) Marginal utility is constant as you
move along an indifference curve.
d) Total utility is greatest where the
budget line ~line cuts the

indifference curve

Pt iz

1
|

as ||

000 \

60

a) No «
maxim
b) Consu
Good
¢) Consu
Y and
d) Consu
and m

61 !

a) The ¢
utilin
b) The ¢
incon
c) The
point

| d) Al

62 | p

b) Indi

c) No 1




Chapter 2 - THEORY OF DEMAND AND SUPPLY

{@) Mo odvise needed s she is
{ PRGN Z0NG ner util ’)’ at B ;
| b) Consume more of Good X and less of |
f Good ¥

! ¢) Consume more of X and and less of
; ¥ and reach point K

| &) Consumer same quantity of Good Y |

and more of Good X j'

ICAL SM

Which of the following
61 statements is true about this

¢) The consumer is not maximizing her
utility at point K

b) The consumer is spending her entire
income on both goods

¢) The gonsumer gets equal pleasure at
points Band K

d) Al the above

Which of

62 '_ ' of

ICAI SM SEQ_
l If this consumer is spending 63 The indif ference curve
her.. entive . income  ond approach does not assume:
orsums £ int B, what
:éwsc w’:% y;ug?:rLWD‘ a) Rationality on the parts of
Jo— ' . consumers
! { b) Ordinal measurement of

| c) Consistent

satisfaction
consumption paffern
behaviour of consumers

d) Cardinal measurement of utility

SEQ

64 Under income effect, consumer

| ¢) always purchases higher quantities

d) none of the above

a) moves along the original
indifference curve
b) moves to  higher or

indifference curve

lower

of both the commodities

SEQ
6.5 Indifference curve of two
perfect substitutes, will be :

a) Straight line
b) L-shaped
c) U-shaped
d) C-shaped

Extra MCQ
66 | Generally, MRS is falling as

a) Want of a good is satiable so when
a consumer has more of it, his
intensity of want for it decreases

b) Most goods are imperfect
-__,KAI SM substitutes of one another
i c) Both (a) & (b)
the following is a d) N
il md;ffzr nce ) None of the above
el Extra MCQ

o) Indfference curves are convex to

b) Indifference curves
downwards from left to right

<) Mo two indifference curves can cut
each other

d) Al of the above are the properties
of Indifference curves.

slope

67

The indifference curve becomes

___as we move down and to
*hg right.

a) Steeper (high sloped)
b) flatter (less slopgg)
¢) Parallel 1o Y axis

d) None of the above

: M CA Mohnish Vora (MVSIR)
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Chapter 2

MTP Noy 22.AQ,

THEORY OF DEMAND AND SUPPLY

e e A S et

AQ., MTP June 25 |

AR S i e b g

: % wmm ;|
1 wamatone if an nnl'v if hetween
Wl baiciles.  the
des the bundle which has

S R,

it A

o\ g OF O AT ”\s (¥ RTe Wis

) Rpss of at east one of the goods
pare of at ast ane of the \Jt'tldi
Ak gas of the othet \_hmd

d wme of ab least one of the geods
il a0 lpss of the other good

s s s sl

Aq

W ——— 4

Wl'mh of the follawmg is

9 | Wworvest regarding

by ndhfference curve app&‘oach of
Conswmen s bahu\ wor?

| - — Sl

a) Iatterence curve analysis
assymes utility is merely orderable
AN QT guantitative

LRI 18 copable of comparing
the aiffereant levels of utilities op
satafac tions from dif ferent
Commedities

Cansumer can say by how much one
evel of satisfaction is higher or
Qwer Than other

d) None of these

E—— ,m,ﬂ.,,» R T TR e,

Aq'

&eem*dmg to ordinal approach
of consumer's behavior-

| @) Comsumer is able to indicate the

exact amounts of utilities that he

derives from commodity or any

combinations of them,

) Utility being psychological feeling is

i not quantifiable

¢} The consumer is capable of simply
comparing the different levels of
satisfaction

d) Both (B) and (C)

e T A s e et

""'"""--—-m_..

M CA Mohnish Vora (MVSIQ)

W e e
fﬂ‘ﬂiﬁ“ ik 71 statements iq correct
gmumgp regarding indifference curve»

- T ——
a) Two ICs may not intersect each
other.
b) Twe ICs may intersect each other
¢) Two ICs are always parallel to each
other
d) Naone of these

~ MTP Nov 22, A.Q

m! rate

Law of dlminishmgk
dssocmfed

72 | of subshtuﬂga
with

a) Marshall

b) Hicks
c) Slutsky
d) Keynes
i
AQ,

According to  principle of

diminishing marginal rate of

substitution,

a) One commodity must be
decreased while other is

increased
b) Commodity which is
73 increased has higher

marginal significance

¢) Commodity  which s
decreased  has  higher
marginal significance

d) Neither qualitative nor
~ Quantitative  concept  of
: i_.'rhm statements:

G

a) Only ais correct

b) Both a and b are correct
¢) Both a and ¢ are correct
d) All are correct
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i G, : : MTP Mar 21 .
sq | When goods are complementary || | 1 ¥ Mar 18, 119 g iz‘?g
the indif ference curve g | 7 1 | Which  of the  (oliomvg |
- o : Ghatament i4 foalses %
a) ig a straight line i

11‘ ig convex to l'“:-. ot 'U‘*' ] f1) A lr,!f,ffg'pr‘,,-, VR 18 Lavn sy $5

¢) consist of two straight line with « the arigin

right angle bent : b)Y An indif ferance curve i conver 16
”‘lb fr “_I"'

.

d) none of these

€) A higher irdiffererce civve 4

T - -

better than a lower wndf tarant

ClUrve

MTP Oet 10

.
1 d) An indifference CirveE 16 6 CaFeE

The slope of | y : a3 | whie ki Fepreserts #il thiesie
75 ¥ '-VEHFLE_ f nd'ffﬁ" ence curve ‘ combinctions of Ve ai,z,l,{;{; s
i Y Ggive same satistaction. 16 &
: consumer
a) Budget line | Fadice ; P w2
: i . TIKTP Mar 19 |
b) Mm‘glhnl rate of transformation SIS 2 o
¢)  Marginal rate of substitution | _
d)  None of these || 79 | Inditference Curve arabysis is |
‘ hased on
[ MTP MAR 18, Apr 19 |
. . it | | af Ordinal ufility
76 Which is not the assumption of ‘ f))) u.ur-rlmnilul;i;?*/
iffererce curv Aﬂl.'ll glg? ( \arginal Lty
e _Iﬂdff'El S Y. Y i | d) None af the above
a) The consumer is rational and ||
possesses full information about all | | .0
the aspects of economic | | R i st Mm‘ i

environment

b) The consumer (8 not capable of
ranking all combinations

¢) If consumer prefers combination A
to B and B to C, then he must
prefer combination Ate C

When two qoods are perfect
substitutes of each other then

|
1
|
|
| . gt o e e e fome e bty 418
|
|
|
|
|
|
|

80

a) MRS ig falling
b) MRS is rising

d) If combination A has more ¢) MRS s congtant
commodities than combination B, d) None of the above
then A must be p.rrlrl'r'ml to B i
MTP Apr 19 1 MTP Mar 19
i SRS ‘l ______ _ depicts complete picture of
Indifference curve |8 convex #1 | consumer tastes  and |
4 to the origin due 1o } preferences, il |
ki _ i e MR LR
| i
: _ || a) Budget line l
a) Falling MH.“: | | b) Average cost curve
b) Rising MRS || €) Indifference map
! ¢) Constant MRS || d) Marginal revenue curve 1|
' | ) None of the above l i
{ | -t |

| I S E——

' e ‘ vsir.in 2.50
g M. 4 Mahnich Vora (MV"’IR) it il
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Chapter 2

THEORY OF DEMAND AND SUPPLY

a) Indifference curves W convex te
the ahigin

b)) Indifference
dewewarde from left to right

) Ne o indifference Lurves can cut
e other

d) None of the above

Clirves tlope

Extra MOQ

"Which of the folowing 1 ot o
property of the indifference

Q) Indifference Curves slope
downward to the right
b) Indifference curves slope

downward to the right

©) Indifference curves may or may not
mtersect each other

d) Indifference curve
either axes

will not touch

' .MW'-N‘_QE

other

900ds are perfect

) Indifference curve for these two
goods are straight parallel line with

9 constant slope along the cur
b) i&?{ffM¢ curve has o co:;mnf
b}

€) Concave to the Oric
d) Both (a) and (;) b

o

o T

MTP Dec 22

; 0

fall in the price of a commodity
(ceteris paribus) is given by

LR R

@) @ movement up a given indifference
curve

b) a movement from a higher 1o ,
lower indifference curve

¢€) a movement down a
indifference curve

d) any of the above,

given

Match the following
(@) Two perfect substitute goods
(b) Twe perfect complementary

fi(e) Indifference curve is always
(W) Higher IC gives higher level

F% | of sarisfuction
=

LIST - IT

L. Linear indifference curve
2. Monotonic preference

3. L-Shape Indifference curve
4. Convex to the arigin

3 The substitution effect for , |

ERa—

ittt

Codes: a b c d
(a) 1 2 3 4
(b) 3 1 .y
(c) 1 3 4 2
(d) 1 3 2 4
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Chapter 2 - THEORY OF DEMAND AND SUPPLY

AQ.

ICAT SM

Budget Line

A point below the budget line of

a) Represents a combination of goods
which costs the whole of consumer’s
income

b) Represents a combination of goods
which costs less than the
consumer’s income

¢) Represents a combination of goods
which is unattainable to the
consumer his/her
income

d) Represents a combination of goods
which costs more than the
consumers income

given money

ICAT SM

How would that budget line be
89 | affected if the price of both
| guods fell?

a) The budget line would not shift.

b) The new budget line must be
parallel 1o the old budget line.

¢) The budget line must be shifting to
the left

d) The new budget line will have the
same slope as the original so long as
the prices of both goods change in
the same proportion.

i

B
iy

e AQ

i

o

908ud¢f line or price line is
~ downward sloping because ____

e N
o

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

b) If aconsumer wants to buy more of
one good, he has fo buy less of
other good at given money income.

¢) 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

While drawing budget line of a
consumer consuming MNachos
chips and Pepsi, if the quantity
of Nachos taken on ¥-axis and
quantity of Pepsi on X-axis.

9 | The slope of budget line will
be-
[Where, Pp - Price of Pepsi, PN
- Price of Nachos & M - Money
income of consumer]
a).Pe.
Pr
Pn
DY o
M
c)_P:
dh |
Pe
_J
Extra MCQ
We can write the budget
92 constraint for two goods X and

Y as -

a) PxQx+PyQy < B
b) PxQx+Py.Qy < B
c) PxQx+PyQy > B
d) PxQx+Py.Qy = B

A

A

The siope of consur
budget line is :

Positive and constant
Negative and decreasing
Negative and constant
Positive and increasing

[T

A A4 sl \lama (MAVSTRY




Chapter B

MIE Lige B8

A consumer wha 18 belpw The
94 | personal budget hine ather than
anity

) L& naY j {:u“l-;’ il '.-II aral e sma
B 18 spending all ey annal 1REame

¢) may ar may net be & piding Al
jred Samal 1R G

dy  1s in eguil iBrim

M Lige £4

Shift in the budget line when
prices are constant are due Vo

a) Change in income
|1j i hlﬂll,r i lh'ln-llui
¢) Change in utility
d) MNone of These

MTP May 77

9 The other name of the Budget
line 15

a) Demand line

b) Price line

c) Supply line

d) Mone of the above

Consumer Equilibrium - Ordinal

Approach

5EQ

e e e T

The consumer I8 in equilibrium
97 | when the following condition is

satisfied
a) MU: | P
MU, P,
by MY, P
MUy P,
LJ E MlJl : _‘!)\:‘-
MU, Py

d) None of the above

e

M CA Mohnish Vora (MVSIR)
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Y AE 15l 3

The Cansiigs 18 1 4

h W i
e
ny 1Vik i,.,;fi#n.t 7o "'"'y-"
gﬁ‘-'fa;n;l&.;.n VL.
‘.‘ Nhl:lil;l‘: WAy t,' P12 FS | or: i

r’.,-,ll i G YNeyr 1eisy e &

fris e Pt Gt e Vi s
¥
i} ENYREY 1 LY Y

'1} Fidjre ’:’ 1resis

MV (et iy

53

| Fhe consurmer 1% in &gl o
’ i t/,m? WNes'e e bt liva

7z

a) [a above an inditterence iy e

k) I8 below an indif ference e

£) Is fangent Yo an ind Chererss
curve

d) Curs an indifference curve

TP Mar 19

When the consumer 15
100 | equilibrium his price line
to indifference curve

a) Parallel
b) At right angle
¢) Diagonally opposite

d) Tangent

my

o

10

11

16

17

18

19

20

i

R—
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Basics of Supply

’_ s ICAL SM
{ | The quantity supplied of a good
| or service is the amount that

! a) s actually bought during a given
time period at a given price

b) producers wish they could sell at a
ﬁighzr‘ price

€) producers plan to sell during a given
time period at a given price

d) people are willing to buy during a

given time period at a given price

Determinants of Supply

ICAT s |

R
5 An increase in the supply of 4
good is caused by :

a) Improvements in its production
technology

b) Fall in the prices of other goods
which can be produced using the
same inputs .

c) Fall in the prices of factors of
production used in its production .

d) all of the above.

ICAI SM

| ? y QUPP’V l§ fﬁz.

a) limited resources that are available
with the zeller

b) cost of producing a good

¢) entire relationship between the
quantity supplied and the price of
good. &

d) Willingness to produce a good if the
technology to produce it becomes
available

¢ | An increase }h""j'he number of
: se.!ler's‘_gﬂf* b,gik__g'S' will increase the

a) The price of a bike

b) Demand for bikes

¢) The supply of bikes
d) Demand for helmets

o | Which . of  the  following

ICAT SM |

- '_ _statements is correct?

a) Stock
b) Flow and stock

¢) Flow

d) None of the above

a) When the price falls the quantity
demanded falls

b) Seasonal changes do not affect the
supply of a commodity

c) Taxes and subsidies do not
influence  the supply of the
commodity

d) With lower cost, it is profitable to
supply more of the commodity.

a) Phenomenon Considered

b) Degree of possible adjustment in
supply

¢) Time Period under Consideration

d) All the above
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ORY OF DEMAND AND SUPPLY

ICAI SM

Data on production of
vegetables for the past two
years showed that, despite
stable prices, there is a
9 substantial decline in output of
cabbage leading to lower supply
into the market. Which of the
following can possibly be the

Supply of a good and its price

12 have

a) Negative relationship
b) Inverse relationship
¢) No relationship

d) Positive relationship

MTP Mar 22

reason?
a) An increase in the price of
cauliflower  which is  equally

preferred by consumers
b) Announcement of a subsidy by
government on vegetable production
¢) More farmers producing cabbage

and the increasing competition
among them

d) A substantial decrease in the price
of capsicum

. Law of Supply

S ————

MTP Mar 21 3

The reldﬂonship between price
10 | and quantity supplied in. law of
| supply is: L

a) proportionate
b) homogenous
c) inverse '
d) direct

%

~ MTP May 20

Which of the following

11 atl _ -
statements is correct?
a) The Law of Demand states
positive relationship between

price and quantity demanded.

b)  The Law of Supply states positive
relationship between price and
quantity supplied.

¢) As per the Law of diminishing

returns as the consumption of any

dis s increased, the
start diminishing.

Suppose we are drawing @
supply curve of a farmer whi ch
of the following will.not be.
held constant. : A

13

a) Price of Inpufs

b) Weather Conditions

c) Technology

d) The price of the Commodity under

consideration

| Changes in Supply

ICAI SM

Suppose that workers in a steel
plant managed to force a
significant increase in their wage
14 | package. How would the new wage
| contract be likely fo affect the
market supply of steel, other
 things remaining the same?

a) Supply curve will shift to the left.

b) Supply curve will shift to the right.

c¢) Supply will not shift, but the
quantity of cars produced per
month will decrease.

d) Supply will not shift, but the

quantity of cars produced per
month will increase.

 ICAI SM

Contraction of supply is the

15 : e

result of © .

a) Decrease in the number  of
producers.

b) Decrease in the price of the good
concerned.

¢) Increase in the prices of other
goods.

d) Decrease in the outlay of sellers. |

“mvsir.in.
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| In the book market, the supply
of books will decrease if any of
| the following occurs except

& ’,‘:

i T - "M ‘
20 When supply curve me e

15
right, it means

publishers
b) adecrease in the price of the book

; a) a decrease in the number of book
¢) an increase in the future expected

a) ’,upp|,¢ increases and more

quart+
IS ‘S!Jppf!ﬂ-“] at a given price

! |

b) supply decreases and less

quant;+ v

is supplied at a given price

price of the book ¢) supply remains constant at a given |
d) an increase in the price of paper price c
used d) none of the above
B 1 S , : —— |
| TCAT SM MTP Oct 19, ICAT sy |
17 Iﬂa‘v@ry ShOﬂ pcr'Od, 'fhe Supply 21 The 5UPP}Y curve shifts to the
a) can be changed right because of
b) can not be changed e k
¢) can be increased :
d) none of the above g) imprigedyiechnology
b) increased price of factors of
R e production
, : ICAT SM—I c) increased excise dut
ey, pams - d) all of the above
If the supply of bottled water | | = — o m———n
_ decreases, other things ICAI SM | |
18 | remaining the same,  the
equilibrium price __ and the Which of the following
equilibrium q% alternatives would be true if
- , the event presented in the
{ following diagram occurs?
a) increases ; decreases i - .
b) decreases; increases ! B P ™
¢) decreases; decreases | 22 : o
d) increases; increases P t s
. ! - P . '
‘ E ! S1 - l
J .. 4 8}
AT M : T3
TR - o 01 : 0
. Cur\femﬁm 70 s Ouantity B

a) lesser quantity is supplied at a given
price

b) larger quantity is supplied at a given
price |

¢) prices have fallen and qQuantity s

supplied at a lower price
d) none of the above |

' d) Decrease in the market price of

a) A fadl in wage costs of the firm
along with a fall in consumer
incomes

b) A shortage of raw materials and
consequent increase in raw material
price

€) An increase in subsidy by the
government and a reduction 0
taxes

the commodity in question

a) D
b) I
(,) I
d &

| L_'—)_

a) |
l
e) 4
|

d)

fi CA Mohnish Vora (MVSIR:
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SEQ

Extra MCQ

Yesterday, seller A supplied 400
units of a good X at Rs, 10 per
unit. Today, seller A supplies the
same quantity of units at Rs. 5
per unit. Based on this evidence,
seller A has experienced a (an)

23

a) Decrease in supply.

b) Increase in supply.
¢) Increase in the quantity supplied.
d) Decrease in the quantity supplied

AQ.
If there is decrease in
24 | quantity supplied of a

commodity, there will be-

A decrease in the anticipated
future price of a good or service,

7 }

will lead to

a) Decrease in Supply today

b) Decrease in Quantity Supplied
today

¢) Increase in Supply today

d) Increase in Quantity Supplied

today

' Elasticity of Supply

ICAI SM

Which  of the  following
28 | statements about price elasticity
of supply is correct?

a) Upward movement on same supply
curve

b) Rightward shift in supply curve

| ¢) Dewrward movement on

' supply curve

d) Leftward shift in supply curve

same

MTP Apr 19

good is caus/ed by a:

25 An expansion in fhesupply ofa

a) Price elasticity of supply is a
measure of how much the quantity
supplied of a good responds to a
change in the price of that good

b) Price elasticity of supply is
computed as the percentage charge
in quantity supplied divided by the
percentage change in price

c) Price elasticity of supply in the long
run would be different from that
of the short run

d) All the above

a) Rise in the price of good

b) Fall in the prices of other goods

| | ©) Fall in the prices of factors of
production

d) All of the above

ICAT sSM

A supply curve parallel to Y axis
29 | implies that the elasticity of
: supply is :

. Ex?r‘d MCQ

| Government provided sub;sid'y'bn_
26 production of Good X, it will

a) Zero

b) Infinity

¢) Equal to one

d) Greater than zero but less than
infinity

MTP Aug 18, Mar 22, SEQ, ICAT SM

a) Increase in Supply
b) Increase in Quantity Supplied
) Decrease in Supply

ﬁ? Decrease in Quantity Supplied

| Elasticity of supply refers to the
30 | degree of responsiveness of
supply of a good to changes in
its:

a) Demand.

b) Price.

¢) Cost of production.
d) State of technology

mvsir.in
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i-"i‘! ‘p’

a) Zero.
b) Infinite.

¢) Equal to one.

d) Greater than zero but less than
one.

ICAT SM

Elamaty of suwiy I8 7670 rw,u ]

a) perfectly inelastic supply
b) perfﬁ(.tiy P’IO"T i Si ){,{ ¥
c) imperfectly elastic supply
| | d) none of the above

ICAY s

.

Elasticity of supply is greste,
than one when

a) Proportionate change n quanii

J

supplied is more fthan the
proportionate change in price

b) Proportionate change in price s
greater than the proportiorate
change in quantity supplied

c) change in price and quantity
supplied are equal

d) None of the cbf e

ICAT SM

- ICAI SM

a) responsiveness of the quantity
supplied of a good to a change in its
price

b) responsiveness of 'rhe quantity

supplled of a good 1 mfhout change in

dem a dzd of a good without change
m its price

|37

If the chonge in quantity |
supplied is exactly equal 1o the

relative change in price then the |
elasticity of supply is '.

a) Less than one

b) Greater than one
c) Ore

d) None of the above

MTP Oct 20, ICAL SH |

The supply function is given as
Q= -100 + 10P. Find the elasticity
gnlgspomtmzﬂbd,m;mcers
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s S a7 CAT SM

If a short run supply curve is
plaﬂed for the following table

which presents price and
tity of fighter aircrafts,

what will be its shape?

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?

43

a) Upward movement on same supply
curve

| b) Downward movement on same supply

curve

¢) Leftward shift in supply curve
d) Rightward shift in supply curve

Price in Number of
millions of $ i
40 124 28
140 28
150 28
160 28
175 28

T A 21

a) Horizontal straight line parallel to
the quantity axis

b) Steeply rising with elasticity less
than one

c) Vertical siraight line parallel to Y

axis

| d) A perfectly elastic supply curve

When price of a-good rises from
Rs. 20 to Rs. 30 the producer
supplier. 20 percent more the
Price elasticity of supply is

MTP Aug 18, SEQ

a) 05

b) 04

& 1

d) None of these

If a fisherman must sell all of
his daily catch before. it spoils
for whatever price -he s
41 | offered, once _the fish are
caught the fisherman’s price
elushcrly{of suppiy for fresh
fish IS

MTP Mar 21

a) zero:

b) infinite.

c) one

d) unable to be determined from this
information.

The producer reduces supply
from 100 units to 50 units. When

| 45 | the price falls from Rs 20 1o Rs

10, the price elas*hc:fy of Supply :
will be :

AQ.

Rdationslup between slope of

a) 1
b) 2
c)-:H
d) none of these

n) Pi‘Od:chfShpeOfSlipp'yM&:and
b) ratio of quantity supply to price

of s | to the
o of Stwlvleqwo




MTP June 22

LS

MTP Oct 19, MTP Aug 18, ICAT SM

The supply curve for perishable

4 commodities is-

a) elastic

b) inelastic

¢) perfectly elastic
d) perfectly inelastic

MTP Apr 19

Which of the following has the
48 | lowest price elasticity of

supply?

a) Luxury

b) Necessities

¢) Salt

d) Perishable goods

JTP Ozt 18

49 | Rs: 40 quarter per kg and
supply increases from 2:

l “to 300 kg. Elastic
is: '

If the price of apples rises

a) 0.77
b) 0.67
c) (-)0.67
d) (-).77

50

a) Improve the technology used

b) Increase production capacity

c) Expand storage space for stock
while making sure that products can
last long while stored

| d) All of the above

ai———————

is 06
slope of suppl?"curve is :
ca?cpu!a?e elasticity of supply
when initial price IS $ 30 per
unit & initial gty is 100 units,
bl il el SE

51

a) 0.5
b) 5.55
¢) ()05
g) (1018
L

ICAT SM

| If  price of commodity X
increases from Rs 2,000 to Rs
: 2100 per unit and consequently
%2 | the quantity supplied rises from
| 2500 units to 3000 units.
Calculate the elasticity of supply.

RN
= wh o

Extra MCQ

53] The supply curve shows

a) the highest quantity willingly
supplied by the suppliers at each
price and

b) the minimum price which will induce
suppliers to offer the various
quantities for sale

c) the highest price which will induce
suppliers to offer the various
quantities for sale

d) Both (a) & (b)

~ PYQJune 22, MTP Dec 22

55

|
B

,__G_)_m
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MTP Dec 22

Elasticity of supply at any point
o SuUpply s curve . passing
through origin point making
angle of 35 degree with X-axis

15

G)_ Greater than one
b) Less thanone

¢) Equal to one

d) Any of the above

et PYQ June 22

When elasticity is measured at a
given point on supply curve, it is
called as which of the following ?

56

a) Unit elasticity

b) Point elasticity
c) Supply elasticity
d) Limited elasticity

PYQ June 22

If price of sugar increases from
Rs. 8,000/- to 10,000/- per tone .
& due to that quantity supplied.

Supply is ___ when there is large
number of producers and there is
high degree of competition

60

a) Less elastic

b) More elastic

¢) Perfectly inelastic
d) Any of the above

Products that involve more
complex production processes or
require relatively longer fime fo
produce exhibit

61

a) Greater elasticity of supply
b) Lower elasticity of supply
c) Zero elasticity of supply

d) None of the above

T
~ Commodities which can be easily
and inexpensively stored without

62
losing value may have

a) Inelastic supply

b) Perfectly Inelastic supply
c) Elastic supply

d) Any of the above

2 o sugar increases from 2000 fo
2500 tones. Elasticity of supply

a) ()1

b) 1

c) ()04

d) 04

t with price, ‘

a) The Greater elasticity of supply
b) The Lower elasticity of supply
¢) No change in elasticity of supply
d) None of the above

” | not working to full capacity

a) Inelastic )
b) Perfectly Inelastic
c) Elastic

| If the labour employed is scarce
| or.arerequired fo be highly skilled
63 | and specific and if they require
| longer training period, then
elasticity of supply will be

a) High
b) Low
c) Zero

d) Infinite

available & can be
ubstituted, then price
supply will be

duction used in

dity are

d) Any of the above

saaveTRY
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MTP Oct 19, ICAI SM |

: i
If the demand is more than .
I 65

1 ST —
UDwanrqQ

~

.

“Anctant
> 1

{ supply, then

- n
i price will be

the pressure on |

wWnwanra

lane of the » -~ ‘
None of the above

MTP Aug 18, May 20

66

When a market is in equilibrium:
q

L=

oo

Quantity
quantity supplied

A price is established that clears
the market.

All of the above are correct.

equals

MTP June 225\

67

The market demand curve for a
perfectly competitive industry
is: Qd = 12 - 2P and the market
supply curve is: Qs = 3 + P. The
market will be in equilibrium if

a) P=6and Q=9
b) P=5and Q=2
c) P=4and Q=4
d) P=3and Q=6

| Social Efficiency

— |

Social efficiency

|

}

! 69 CDI’!SIS?s of
! two components

| omponents

'

| @) Price Effect & Income t"ffcc?_%‘x""
| b) Demand & Supply

f c) consumer surplus & Producer

| surplus

| d) None of the above

. e —

Extra McQ

_____is the benefit derived by
sellers from the sale of o unit
above and beyond their cost of
70 pr*oducing that unit. This oceurs
when the price they receive in
the market is more than the
minimum._price.at which they
would be prepared to supply

a) Consumer surplus
b) Producer surplus
c) Consumer Welfare
d) (a)or (e)

NS

Extra MCQ

is represented by the
71 | area above the supply curve and
below the price line -

a) Consumer surplus
b) Producer surplus
c) Consumer Welfare

d) (a)or (c)

: Exf-m

; Extra Questions

MTP Nov 22, ICAI SM
; A rational person does not act
EXTF'G MCQ I 72 UHICSS
— represents the net gains ;
68 | fo society from all exchanges a) the action is ethical.
that are made in a particular b) the action produces marginal costs
et that exceed marginal benefits.
c) the action produces mar'gfml
| | @) Market Equilibrium benefits that exceed marginal
| B) Consumer welfare casts, 0
¢) Social Efficiency d) the action makes money for t
d) None of the above person,
RS e,
: e ereon i o o
W4 CA Mohnish Vorq (MVSIR)
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— AQ | | MTP Mar 22

ticity of demand and supply
concepts

Elas 75 | A theoryis:

are .

a) An assumption
) Qe‘afl[‘fe ' | b) A hypothesis
b) Absolu c) A validated hypothesis

\ Rsth (A)and (B
\ 5;1};’5) i d){B) d) None of these

(e}

[

e | | MTP Mar 22
Law of demand is a qualitative | | s ' i o
74 | concept where as  price | | | oo “Supply creates its own demand”
elasticity of demand is __ : statement isgivenby
a) also qualitative concept
| b) Quantitative concep? | a) Marshall
¢) Quantitative and qualitative | | | b) J B Say
Bt | | ¢) Ricardo
d) Neither qualitative nor quantitative d) Kuznets
concept =

|

|
Answer Key - Economics Chapter 2 - Unit 3

21| al31|Blat|a|51|Aaler|B|71]|8B
591 Alazlcls2lBlezlcl72l @
33| A|43|D|53|D|63|B|73]| A
34| claa|B|54| A 64| A|74] C
35| A 45| A 55| Cc|65| A|75| C
36| A|46| A|56| B |66|D|76|B
37| ¢ |47| D |57 _B} 2
36 2B, 48 ﬁaé$§§ ;wW




SEQ, ICAT SM |

| considered

-~ P |
| Economics?

f the following is rot @
c -

......

i DA
En e 6
.‘ ICAI SM | which of the faliamrg"
T — Nex

> ! Which of the following | @) ITwo langs are alike
‘ | statements is true? | | | ) Two lands are not alike

] | ¢©) Two lands are fixed
f | d) Two lands are mobile
a) The services of a doctor are ‘

) Man can create matter.
= c) The services of a housewife are
considered production.
d) When a man creates a table, he
} creates matter.

|

‘ "

[ considered production.
| 5

MTP Aug 18, SEQ

Production may be defined as an
act of & ¥

a) creating utility
b) earning profit
c) destroying utility
d) providing services

MTP Oct 18 Apr 19 Oct 20

or idered

a) Teaching Economics to CA students
~in class.

ing a song befm fnends

r iqte for ple

Which of the following is
~ production in

..Factors of Production - Labour
MTP Mar 19

Which of the following is not the
characteristic of Labour?

a) Labour is highly Perishable’ in the
sense that a day's labour lost
cannot be completely recovered

b) Labour is inseparable from the
labourer himself

c¢) Labour has a strong bargaining
power

d) The supply of labour and wage rate
are directly related in the initial
stages

7

l Factors of Production - Capital

u) Accumulnhon of capnfal depends
solely on income of individuals.

b) Savings can be influenced by

government policies.

¢) External economies go with size and

~ internal economies with location.

The supply curve of labour is an




|

J MTP Apr 19
lf g , i".lplhlf 1854:

r ; )

| i) AT l*

| h) Flow Con ept

|| €) Hath (a)and (b)
| 1” T‘P-Hu of HI(' t|t‘|‘\l

concept

| M 1l e\pr lq

|

j Whhh nf 1he following is not
| 10 included in the stages of capital
i‘ formation?

a) Savings

b) Mobilisation of Income

£) Mabilisation of saving

d) Investment

MTP Mar 19

teachers termed as
production

b) Man cannot create matter

¢) Accumulation of capital does not
depend solely on income

d) NMNone of the above

ere. are

Factors of Production -

g

1 Which  of the following
smtemenh is mml'l'm‘f ?
a) H\c services or doctors, lawyers

R e —

Chapter 3 - THEORY OF PRODUCTION ANp COsy

P ————————

ﬁ___‘__‘_ik
Cxtra MCQ\
An entrepreneur -
14 foreseeable risks such “‘?\
theft, etc. as these can e,
insured against be |
a) needs to bear L
b) need not bear
c) (a)or (b)
1)

None of the above

i ———__-—'_"‘\
MTP Nov 22
— |
Which is not the function of on |
En‘reprereur‘? . !
Bt oS |

Enterprise Objectives &
Problems

Ir‘.!id? ng a business Er‘gr;rgse and

co-ordination

uncertainty bearing

AQ l

Which one of the following is not

16 | a national objective of an
enterprise? ‘l

To provide fair deal to the

| a)

employees at different levels.

Entryepreneur b) TQ remove lnequciﬂ'y C‘f *
opportunities & provide foir |

"\:T‘» ¥ g opportunity to all to work and to |

* MTP Apr 19, ICAT SM i |
Izdﬁ‘;h of the following is a ¢) To produce according to nationd |
priorities. i

tion of an entrepreneur? d) To help he country hacie

a) Initiating a business enterprise. : reliant & avoid dependence on other |
b) Risk bearing, pohons, o
¢) Innovating. i
d) All of the above, : i?__

_ ! : | An enterprise has Sﬂﬂd
 MTP May 20, MTP Mar 22, ICAT M 17| objectives as- —
3 'cni'mpnmurtan;; mﬂm of a) It has to make profit from the |

: society.

) 2 t b) It lives in society & it Cﬁdf:‘off?;
a) Innovate unless it meets the needs © :
b) Bear the sense of responsibility society. :
¢) Finance ¢) Tt has a separate legal identify.

~d) Earn profit d) None of these

M. A Mohnish Vora tMvSTDY

___—/ II

a) Pre
b) Pl
c) Pe
d) Pr

.__ T
P
i1 b) 1
1
' F
L)
3 ¢
i !
| Ldy
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AQ. | o SEQ
Human objectives of an ok
enterprise are-

18

A firm's production function:

a) Shows how much output and the
level of input required for the firm
to maximize profits

Establishes the minimum level of
output that can be produced using
the available resources

Shows the maximum output that
can be produced with a given
— amount of inputs with available
i AQ, technology

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

b) To develop new skills and abilities b)
and provide a work climate in which
they will grow mature.

c) Only (A) c)

d) Both (A) and (B)

d) Shows labour force which is
; 19 Which of the following is not a employed By,
ing problem of an enterprise? : T = g@f
L s OA el
a) Problem relating to location & size. '123;;?'. _ tht isa pgoéﬁ%;é?funcﬁon
— b) Problem of making huge profit. ——
c) Problem relating to finance. a) Technical r'ela_ﬂonsh:p! between
d) Problem relating to organizational physical inputs and physical output.
structure, b) Relationship between fixed factors
of production and variable factors

| : T 2 . of production.
T 2 . - | | | ¢). Relationship between a factor of
_ production and the utility created
by it.
d) Relationship between quantity of
output produced and time taken to
produce the output

20 | decision regarding

| one of the following is not one

a) Promotion
b) Place

c) People
d) Product

The production functio

a) Is the relationship between the
quanirify of inputs used and the
. g y resulting quantity of product.
Production Function b) Tells us the maximum attainable
output from a given combination of
inputs.

c) Expresses  the  technological
relationship between inputs “and
output of a product,

d) All the above

onship between market
ity supplied.

between the firm's
the cost of

another combination that yields the

same output
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f[ e MTP Mar 22

What are the main assumption of i ,
26 ; i In describing a given producti
J Pm,,d f‘f_*_'_?ﬁ_ﬁ‘_‘_"fffﬂ“‘__________H i A 29 | technology, the short ryp i 8

, best
a) Relationship between inputs and described as lasting:
output exists for a specific period . s
of time

a) up to six months from now.
b) There is a given state of the art in

b) up to five years from now,
P vaucTn Technqlogy. ‘ ¢) as long as all inputs are fixed
¢) Input consideration Included in a d) as long as at least one input is fikod
particular function output resulting

from their utilization is at the |
maximum level. MTP Mar 21, ICAT s
d) All the above b P pr’oducﬁq 6” nof |
g Short Run Vs Long Run ficluder wy 34 | Ic
| —_—
1’ ICAT SM a) returns to scale. e :;ii,
| b) law of diminishing returns to q équg;
| 27 | The short run, as economists use factor. : ' b) The
| the phrase, is characterized by: ¢) law of variable proportions. el
‘J d) least cost combination of factors. || chan
| c) Ecorx
J a) at least one fixed factor of | : becal
J production and firms neither leaving . ICAZ SM || propc
nor entering the industry. ‘ ;%31 | Are. d inpt is defiredas. | &) Infer
|| b) generally a period which is shorter — - accruy
f than one year. a) That input whose quantity can be ; beyor
‘| ©) all factors of production are fixed quickly changed in the short run, in ||
| and no variable inputs. : response to the desire of the i
[[ d) all inputs are variable and company to change its production, T
’ production is done in less than one b) That input whose quantity cannot be || 35 | va
f year quickly changed in the short run, in s
L response to the desire of the 1| o) total
company to change its production. || 1 of uni
c) That input whose quantities can be ; || b) thea
easily changed in response to the || a one
desire to increase op reduce the || : input,
J level of production. | c) thea
J' d) That input whose demand can be || a on
1, easily changed in response to the 1P :;:ai
, { desire to increase or reduce the - -
'| @ In the short run g inputs are level of producti !
{ fixed, while in the long run all inputs fiasten, s :
are variable, -
J b) In the short run the firm varies ql| . 45
of its inputs to find the least-cost e i |
combination of inpyts, ng run which factor of | T
¢) Inthe short run, at Jeast one of the Production is fixed? ; Bes
firm's input levels js fixed, CREiigl B a) thedd
d) Inthe long run, the firm is making a b) the lo
constrained decision aboys: oy pg gg éubour; i c) both
use existing plant ‘ : apita f neithe
efficiently. 2 e €quipment c) Buﬁding E % run
d) None of these ] ———
Tl | D ' Wi ca
e ‘v‘ CA Mohnish Vorq (MVsIR) L
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MTP Oct 19

ICAT S

ction function

Long run produ
related to-

[ @) Returnstoa factor
f b) Returnsto scale
| c) Bothaand b

f d) None of these

BB leduaiste B
Law of Variable Proportions

ICAI SM

e

34 | Identify the correct statement:

a) The average product is at its
equal to average product.

b) The law of increasing returns to
scale relates to the effect of
changes in factor proportions.

c) Economies of scale arise only

scele can
accrue when industry expands

beyond optimum.

maximum when marginal product is 1

MTP Mar 18, ICAT SM

because of indivisibilities of factor
; / c)
The marginal producf of a

proportions.

Interral economies of
35 | variable input ss bm described
| as: b %

|| a) total product divided by the number
| of units of variable input

!| b) the additional output resulting from
E a one unit increase in the variable
J

f

input.

c) the additional output resulting from
a one unit increase in both the
variable and fixed inpufts.

d) the ratio of the amount of the

variable input that is being used to

ﬂle amount of the fixed input that

The margiral, average, and total
product curves encountered by
37 | the firm producing in the short

run exhibit all of the following
relationships except

a) when ftotal product s rising,
average and marginal product may
be either ris ing or falling

b) when marginal product is
total product

3
&

are falling.

c) when average product is af a
maximum, margz’rc} product equc!s
average product, and fotal product |
is rising. ;

d) when rﬁcrgircé ,,rocgc" is af a |
maximum, average pro eqguals

marginal pﬁ)’_‘fdff and ’s*ci pmducr
is rising.

MTP Oct 19, ICATI SK

.38 I Diminishing returns occur:

- —

a) when units of a variable input are
added to a fixed input and fotal
product falls.

b) when units of a variable input are
added to a fixed input and marginal
product falls.

c) when the size of the plant is
increased in the long run.

d) awhen the quantity of the fixed
input is increased and refurns fo
the variable input falls.

Use the following information to answer
questions 39-41

Hours of
Labour
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— - m | B ICAT s
.‘ l MTP Mar 18, ICAI SM Ism

| f variable proport
39 , What is the total output when 2 | | The law o Proportiong

i der all of th
> is drawn un j .
hours of labour are employed: chellenATBASE reritined by

a) 80 : except the assum_plm that:
3 Ilgo | | @) the technology is changing
cffJ EOCC)) b) there must be some inputs whose |
. quantity is kept fixed. |
MTP Mar 18, ICAI SM , | | ) we consider only physical inputs |

and not economically profitability

in monetary terms.
d) the technology is given and stable, |
————

What is the marginal product of
the third hour of labour?

e
ICAT sp
:' The production process
5 | described below exhibits
" i 1 A" F+
1= MTP Mar 18, ICAT SM | e Output gl
i What is the average product of ‘ \ of +
5L41 / the first three hours of labour? | |22 0 0 b s
| { b) Befor
;! a) 60 . = 0 : —2_3____ | paint
[ b) 85)0 | R 2 40 - Lo
|| c 1 ? o - obTan
| dg 240 P 3 50 ' incre:
: | c) The {
| | | a) constant marginal  product of range
| L 164 SM labour. 5 as a
[ If the marginal product of : b) diminishing marginal product of Quant
'| 42 | labour is below the average | | labour. ' m
| product of labour; it must be | e increasing return to scale. e
f true that: = | | d) increasing marginal product of
{ B ! labour
|| @) the marginal product of labour is J
hegative. ;
|| b) the marginal product of labour is ? : : SCar oM
| zZero. * 46 | In the short run the firm's
|| ©) the average product of labour is 1 product curves show that
| falling. | ;
j d) the average product of labour is ; a) lﬁlﬁl l;:zf:;: Zi%gjcgob:;;:‘:ﬂii
; negative,
| i | decrease but continues to increase
[ T a decreasing rate
| A 4 9 .
: ! : MTP Aug 18, ICAI M b) When marginal product is equal to
The ﬁver:‘ge product of labour is overdage product, average product ||
43 maximiz i when mar inal is decreasing but at its highest. ;
| productof labour: 7 ¢) When the marginal product curve ||
thlec : cuts the average product CU:Y:
from below, the average product i :
a) r%ua!s the average product of equ'a“l T: ;v:;.gi}:;fprudgcfp i
abour, : 4
b) equallJ: S d) In stage two, total prod“‘:; i
¢). is maximized increases at a diminishing rﬂ?edc‘g y i
. - en
d) none of the above :ﬁ?;?:asgequ’mum at the :
TR

)V4 CA Mohnish Vorq (MVSIR) mvsir.in
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. r ICAI SM | | ICAT SM

f Diminishing marginal returns for |
51 | the first four units of a variable
input is exhibited by the total

l
N |

, 47 , Average product is defined as

a) total product divided by the total

cost. - ‘ rl product sequence:
b) Toszg’oducf divided by marginal .“ a) 50 50, 50, 50
roduct.
f c) ;Joml product divided by the : ?)) 28 11(1]% Ijg[(]) gg%
number of units of variable input, ' d) 50 90 '120 '140
d) marginal product divided by the | | oo oimeye
ber of units of variable input. ;
o ﬁ\p‘J j ICAI smM
ICAI SMm | Use the following diagram }o-
48 | Which  of  the following .l et AL oeshon ﬂhw
£ L statements is trye? ’ i i W

production function, a greater use
of the variable input induces aq |
reduction in the marginal product. /

4 a) After the inflection point of the | |
.-,:_: {

b) Before reaching the inevitable
point  of decreasing marginal
returns, the quantity of output | |
obtained can increase at an
increasing rate, o

¢) The first Stage corresponds to the :

7

range in which the AP is increasing e vy
s a result of utilizing increasing The marginal physical product
quantities of variable inputs, of the third unit of labour jge. e
d) All the above. the MP of the __labour is
o v N Negative
._ o ﬁICAI&‘SM','VMTP Mar 21 a) Six; fourth
Marg;ﬁ%jﬁ ol product, b) Six; third
A N, - c) Six: fifth
hem ically, is the slope of i S

fotal product curve.
average product curve.
¢) marginal product curve.
d) implicit product curve
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AQ.

e

Law of diminishing returns to
scale is relevant to_

a) Short period
b) Long period

c) Market period
d) None of these

A.Q.
Which one of the fof

. |°Wihg i
58 | not an assumption of o
variable proportion? of

A.Q.

le 55 | In second stage of the Law of
| Variable Proportion-

|| @) MP diminishes & AP increases

|| b) AP diminishes but MP increases
I'| €) Both MP& AP diminish

| | d) Both MP& AP increase

a) Technology of productio
unchanged.

b) Only physical inputs & oyt
considered.

c) All units of variable fact
different.

d) The must be some inputs Whose
quantity is kept fixed

n remﬂins
PUt ape

ors are

Extra McQ

f fidi AQ

| :
,J Match List I with List IT and
[ choose the correct answer using
| the codes given below :

s MST L
MP is larger than AP

MP is equal to AP

Il 86
/ MP is smaller than AP
’ I AP is at its maximum
II. | ARis falling
III. | APis rising
(8) IIT T T
©) 1T I I
(D) 111 II

57 |7

a) Production possibility frontier
b) Return to Scale
c) Laws of variable

d) Nore of these

——

Stage 2 of law . of variab|
of proportion ends when :

a) AP is maximum
b) TP is maximum
c) MP is zero

d) Both (b) & (c)

60 Fhe stages in law of verEbTe‘

proportion is :

a9 -l
b) 2
c) 3
d) 4

MTP Mar 21

- 61 | factor of production is governed

The producer's demand for a

by the _ of that factor

a) price

b) marginal productivity
¢) availability

d) Profitability

R

MTP Mar 21

4> | In case of diminishing return fo
L lafagton o

a) marginal product diminishes #
b) total product increase at increds! 9

Negatiy
63 stage w
a) MP is nega
b) MP is dimi
c) MPis risir
{| d) none of th
e S
In the
64 | variabl
becom

a) Zero
b)  Negativ
c) Positive
d) None of
Law ¢
65 relate
a)  Short-
b) Long-rt

¢) . Botha
d) Verysk

I

‘V‘ CA Mohnish Vorq (MVSIR)

rate of
¢) total product increases
diminishing rate
d) bothaandc il e
mvsir-i

When
66 then
a) Zero
b)  Falling
¢) Rising
d)  Maxim
- 67 | and u
: 8, ave
a): 175
b) 1600
c) 96
d) 60
e~ S L
M cA M
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| MTP Mar 21
| e l‘ MTP Apr 19
Negative return sets in at the | | In Law of negative retyrng
63 Ismge when : | 68 (Third stage of Law of variable
e Proportions) ‘ ok
| P is negative r ' ;
: g: .}Q:P :: Sutr%lmshmg a) TOT-O]. Product declines, MP s
| ¢) MPis rising b iy .
Pr @eie Tohd ) Total Product declines, MP is Zero
Bt ¢) Total Product declines, MP s
s negative
! MTP Oct 19 d) Total Product in constant, MP is
,’ In the third phase of Law of ey
[ 64 | variable proportions, MP am =
a becomes- .
, a) Zero 69 | When is TP maxim
| b)  Negative e
| ¢) Positive a) When AP becomes Zero
| F d)  None of these b) When MP becomes Zero
| Sl c) AA;\TD the in "gr_fsecﬁng point of AP and
I i OCT_ ?9 : d) When ,M'P*is':highesf
} 6 Law of variable proportion is —
i' related to- e
e
a)  Short-run
| b) Long-run i
/1 c) Bothaandb a) Maximum
| Ld) Very short run b) Decreasing
¢) Constant
d) None of the above

duct

product is zer

i

One factor variable and only one

factor fixed

b) One factor variable keeping
quantities of other factors fixed

c) All factors variable

d) None of the above

a) When AP intersects MP
a .. b) When A ;
b) 1600 ¢) When.
C) 96 d) AT | hi
d) 60

M. 4 Mahnich Vora (MVSIR)

| mysir.in
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Extra MCQ J [ m_ﬂ_m.fﬁfi"? 1?:
76 At a labour input of 6

‘Uh Ch f ”'e f I ! r t !
' ¢ O“Oﬁ" 'g 5 OQE{S) ma QIMI pf”‘-‘)dl]t,f 'Jf [’Jl‘pr;r.lr‘ 15 b

of Law of Variable Proportion S— ‘ f

3 1 &e kown os “economic non- a) 120 -

sense” or “economic absurdity” b) 13;3 | | 81
c)

d) 10 :

- Output per worker is may; '

at a labour input of:

3 B

o , , a) 2 t |

{ d) Both(a)&(c) b) 4 |

% c) 6 | |

- EE | E
R

MTP Aug 18 | ' v | )

e ; T ——— .
The fiem's output is ot a shopt | ©)
S ; Margina 78 mnﬁmximum at a i_"‘xbo‘?’f_ input
Labou A l o of: o

& C’L;“puT o
TR e, e BT

b) 10 '
o} 22 I
d 2

i @) Stage 1

!
|
P |
|
|

o 2 &
| ) Stage 2

anzed ; ! ,,’l{
| ) Stage 3

- -

MTP Aug 18

- The law of  diminishing
returns: -

a) States that beyond some level of o |

variable input, the average product
of that variable input begins to
increase steadily.
' | b) Assumes that there is technological
'mprovement over time.
¢) States that beyond some level of a
variable in
of that va
steadily.

Informs a firm whether or not to
use a factor input.

put, the marginal product

| 2

g

o —
a

b

=

LS

I

(

1

{

riable begins to decrease =

80 | At the point of inflexion, |

s the marginal p_(’oduct S
0) Iﬂcreasing ;

4 £asing :

;; Maximum E
g ' l I-
— 7
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,._f‘"‘”'ﬁg]\k:;—:&'_ MTP June 22

BRI

! ‘
F/’r"?;;ns to a factor” refers to
I f1h§ effect on total output of
|

b) Various ify : ,
v Al the inputs simultaneously

ol e nboy
3\ ‘\};""E o1 ’i".g; apoy

| 81
,! changes m-__—__
R s i |
.N"‘l. ;:'f‘f‘-" onh ‘ 4
- ,-DL-#E 5&[“:’_’-(-_;\

MTP June 22

.' > | The law of diminishing returns
| 8

| only applies in cases where
a) There is increasing scarcity of

factors of production
) The price of extra unit of a factor
is increasing
c) There is atleast one fixed factor of
production
| d) Capital is a variable input

or

[ MTP Mar 22

,i — —~
r' | When the average product of
83 | labour is maximized the marginal
product of labour:

| a) Equal zero

| b) is maximized
' Equal APL
None of these

MTP Mar 22

A rafidhﬁ!'.producer will always
84 | produce in which stage of law of
1 variable proportion:

a) Stage I

b) Stage IT

¢) Stage ITI

d) None of these

a) There are only two variable factors

b) There is a fixed factor and a
variable factor

¢) All factors are variable

d) Variable factorsfidd'ﬂ&

Returns to Scale Notes

MTP Mar 19, ICAT 5M

If decreasing returns to scale
86 | are present, then if alf inputs
are increased by 10% then:

a) output will also decrease by 10%.
b) output will increase by 10%.
c) output will increase by less than

10%.
d) output will increase by more than
10%.
ICAI sM
Which . of  the following

87 | statements describes increasing
refurns to scale?

a). Doubling of all inputs used leads to
doubling of the output.

b) Increasing the inputs by 50% leads
to a 25% increase in output.

¢) Increasing inputs by 1/4 leads to an
increase in output of 1/3,

d) None of the above.

MTP Aug 18, SEQ

You are given the following data:
Total Cost

0 0

1 15
88 2 30

3

4

45
60
5 75

| The above data is an example of:

a) Constant returns to scale.
b) Decreasing returns to scale.
¢) Increasing returns to scale.
d) Globalization.

M. ca Momsn

A1 A
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LTS M Map IH Miir 14 _.I'I” ‘;,‘ ”“/ 20)
e LE a8 a vesult of B )
‘r ﬂ" H\l‘”" e 'i‘rlillii‘ Hlllﬂt.!":f‘ | ' e Vege 1n ‘,” “’l"” 4 H!_. :";':::“:
4 ( - "
89 | resultant sutput 18 doubled, th riged by 75 pa Cort, thig 4 ‘4
1% O cage of cige ol
a) constant returng 1o Bedle i) Inereasing returng of o feie 4oy
b) Increaging returns to gcale 1) INEreasing returns Vo gl |
¢) diminigshing returng 1o gcale o) COIant 1 urng 16 a fue v, |
| d) negative returng 1o gcale il) cangtrant returng Vi anr |
e |
€,
A Mip /‘m‘ I
Lt all inputs are increased in the
3 ‘opor 4 the ;
same proportion, then it (s 1} Lt e unit of laboum g i |
case of tunit of tu[u'ul e ;#{J” Hni by of |
output, twe urits af ol SUP an
1. Short run production I P ang |
Iwa unite of capital Give At
function 94

units of output and % Unitg of
labour and five unite of capitaf
give 100) unity of (;||"p,” ﬂ'W,ﬂ
this ig a cane of

Long run production function
Law of Variable Proportion
Law of Returns to Scale

‘-b(.urq

a) 1&2 only
b) 2 & 3only

€) 1&4only a) Congtant returny of seale
l d 24&4 Orlfy b) Ine reasing returng 1o seale
S ——— ¢) Decreasing returng to scale
l AQ. d) None of these

"Returns to Scale" refers to the

91 | effect on total output of MTP Mar 22‘
changes in : T R e o SR |
f. a) a factor Lf both factor prices  and
b) various inputs separately 95 Q{JOHT'TY moves  in f’he same
c) all the inputs simultaneously direction then it is called
d) None of these AL A,
: i e
: I : MTP Apr 21 a) Decreasing Cost Industry
: b) Increasing Cost Industry :
i means: ) d) None of these |
MTP Mar 22 ||
' | @) Inputand output increases by same -
I proportions,
| ) Xopat - dncrgases by gome 96 | Increasing return to scale

Proportions and output increase applies to:

more than proportionately

' | ©) Input increase by some proportion T
{ and  output fess  than the a) Long run |
; proportionately b) Short run ’
/ d) None of these ¢) Either (a)or (b) |
L d) None of these Jon ‘

‘ ‘ CA MOhniSh VOI"Q (MVSIR) mvs“",ln
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obb Douglas Production
Function

e

The Cobb-Douglas homogeneous
producfion function given as:
Q = L'2k'/?  exhibits-

Constant returns to scale

Decreasing returns to scale
Increasing returns to scale
All of the above at various level of

output

d)

AQ.
Cobb-Douglas function
When, P = Actual output
L = Labour
8 C = Capital L
I b = No. of units of labour
k = Exponent of labour
. j = Exponent of capital
is represented as-
a)- P=biic*
b) P=bLlicl/k
¢) P=bLkC’
d) P=1/bL¥ ¢’
_MTP Apr 21
Suppose production: function is
99 givenby: QJLK= 15 ’
what type of refurn does is
exhibit?
a) Constant refurn
b) Increasing return
¢) Decreasing refurn

None of these

e emes——)

.MTP Mar 21
e

100

In the Cobb Douglas function
the change in output due T;
increase in one additional unit ©

an input is called?

e

elasticity
return to scale
total product

d) is zero

MTP June 22

A factor of production is said to
be superior if its expenditure
elasticity

101

a) is negative
b) lies in unit interval
¢) exceeds unity

MTP June 22

Production function:
Q = 4112218

a) increasing returns to scale

b) decreasing returns to scale
¢) constant returns to scale

d) increasing returns fo a factor

MTP Nov 22

In the

Cobb-Douglas
103 production function given as:
Q= AL kYY) the share of
& labour in total proauction is |
a) a
b) 1-a
EJEEA
d) al

Production Optimisation

ICAT SM

If a firm moves from one point
on a production isoquant fo
another, which of the following
will not happen.

he ratio in which the

104

a) A change int

inputs are combined to produce
output. : _
b) A change in the ratio of marginal

products of the inputs.

¢) A change in the marginal rate of
technical substitution.

d) A change in the level of output.

marginal revenue

e ———

o it KeTRRTRS Nl (MVSIR)

e —
MTP Aug 18, May 21, SEQ

105 | An isoquant slopes

downward to the lgft
E)) downward fo the right
c) upward to the left

d) upward to the rig
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{ ThE MTP Nov 22, Al-)

Assertion (A): An iso-cost line 18
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)
¢) Both (A) and (R) are true & (R) is
not the correct explanation of (A)
d) (A) is false and (R) is true

AQ

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

I he Ill‘lnflil &r 8 in

({813}
a poind where the 4

r:’llitll” “"H,
087 ling I .
a) above thi Isouan|

) bhelow the Isaqguant

¢) eutting the Isaguan |

o) fangent o tsaguion

Laaquant ward 18 mars U af g |
words |.e, Tso & Quany Wi i

1) g
QUAaNnt medans quartif {.

then Tso means

109

Y i,t”lmt

a)  Maximum

b) Equal

¢)  Minimum

d) None of these

LGRS o AL

Lsoquant eurve ig convex 14 the
origin due to diminishing mprs

M CA Mohnish Vorq (MVSIR)

mvsir’.i"

Q : 110 Jf)(uxh I8 .flb(:llr' (L) axig 4 Vi |
Con_'\bino Outp ?09 Lab 4 ' m;-ﬁl&__ ; apital (K) axis fhey
tion ut ital | our e /o — o |
I 100 [ 90 | 10 | “)ﬁ*- |
II 100 | 60 | 20 b) AK |
| 100 |40 30 l AL ]
1 BB 100 [ 30 | 40 Sy |
AK
.‘
j : Combina | Outp | Cap | Lab d) (4)&(B) S
1 tion | ut | ital | our - P \
| . pr
‘ & 200 85 -] :
E 111 | Which of the Statement is !
g I 200 | 70 | 10 correct; - |
| St |
| III 200 | 60 15 a) Isoquant slopes downwards from
; j left to right
B ] IV 200 | 55 | 20 b) No two Isoquant can intersect each
| On the basis of above schedule,” other )
“‘hid'! of the following statement ¢) Isoquants are convex to the origin
is frue? oL d) All the above o
a) ﬁ'e..& IQz are parallel to each MTP Apr 2l ||
b) IQ & IQ: are non parallel & 112 | The slope of Isocost lineis |
intersecting to each other. a) w/
©) IQ: & IQ: are neither parallel nor | | | b) wr
i g::ersectmg each other. 0 r/w
_ n't say rxw
' d) None of these PR

115 L5

a) 1 r|lmf

) Prodi
¢) 190 |
d) Al of
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Answer Key -

. Economics Chapter 3 - Unit 1

THEORY OF PRODUCTION AND COsy

M CA Mohnish Vora (MVSTDY

61 81 | A 101(
62 82 | ¢ |102] o]
63 83 | ¢ |103] A
64 84 | B |104 HDN
65 85 | B |105 NBT
66 86 | c"|106| g |
67 s7ed T | 107 | A8
68 88 | A 108?1
69 89 | ¢ 109?
70 90 | b | 110 50l
71 91 | ¢-|111 | &l
72 92 | A |112 | A8
73 93 | B | 113 ¢ |
i B | 74 94 | A |114] 8|
15| b |35 55 | ¢ | 75 95 | ¢ |115| b |

36 56 B 76 96 A 116 &

37 57 c 474 97 4 111708

- . I SR

38 58 & 78 98 &

39 59 D 79 99 A

40 60 Vs 80 100
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MTP May 20, ICAI SM

MTP Aug 18, SEQ, ICAT SM

Economic costs of production
4 differ from accounting costs of
production because

Which of the following is an
example of "explicit cost"?

a) The wages a proprietor could have

" made by working as an employee of a
large firm.

b) The income that could have been
earned in alternative uses by the
resources owned by the firm.

c¢) The payment of wages by the firm,

d) The normal profit earned by a firm

a) Economic costs include expenditures
for hired resources while accounting
costs do not.

b) Accounting costs include opportunity
costs which are deducted later to
find paid out costs.

¢) Accounting costs include
expenditures for hired resources
while economic costs do not.

d) Economic costs add the opportunity
cost of a firm which uses its own
resources.

’ _  ICAT sM

Which of the following is an

example of an “implicit cost"> -

a) Interest that could have been
earned on retained earnings used by
the firm to finance expansion.

the building in which it is housed.

¢) The interest payment made by the
firm for funds borrowed from a
bank. :

d) The payment of wages by the firm.

Suppose that a sole .préprietorship is

earning total revenues of Rs. 10,00,000
and is incurring explicit costs of Rs.
- 7,50,000. The owner could work for

b) The payment of rent by the firm for -

another cob i
L ano hﬁf‘ .compqny for Rs.3,00,000 a year

: . 2o i SEQ)
| What will be the implicit cost of
| the firm? e :

a) Rs. 3,00,000

b) Rs. 2,50,000
¢) Rs. 7,550,000
d) insufficient data

in be defined 'd's;:;__'-'_ .

a) Money payments made to the non-
owners of the firm for the self-
owned factors employed in the
business and therefore not entered
into books of accounts.

b) Money not paid out to the owners of
the firm for the self-owned factors
employed in a business and
therefore not entered into books of
accounts,

c) Money payments which the self-
owned and employed resources could
have earned in their next best
alternative employment and
therefore entered into books of

1 i hich the self

0 ents which the self-

: amn:g mmpioyed resources earn

best use and therefore

| earning

a) Accounting profit of Rs. 2,50,000.

b) Economic loss of Rs. 50,000
c) Both aand b are correct.
d) None of the above is correct.

| Suppose in the above
question, the owner had

.a.) economic profit of Rs. 75,000

b) economic loss of Rs. 75,000
c) economic profit of Rs. 2,50,000 _

d) economic loss of Rs. 2,50, 000

ook of accounts

mvsir.in
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SEGW

If the toral cost  of
mﬁn—wm sommodity ‘X' i
‘. Re 150000 Qut of this implicit
cest i R 80000 what will be
expiicat cost

e R 95000
':" <= :.:.: C\‘\‘
¢} Rs 80000
d) Re 70000 '
152 MTP Dec 22, Q. |
3 56:5!‘ "'\.‘U"‘!Eﬁ which  has 'm-j
iy { relevarce o future planning is (
——-—-a'-—-—__.,____ﬁi_ L |
@) Morgnal Cost
B Sork Cost
c) Book Cost
d} Average Cocs

oG 25

—
§ SEQ), ICAT sm |
7 13
4 F - ~ - ¥
e Mhich of the tollowing is o _
{ Yarasle cost in the short ran? |
@) rent of the foctory |
9) woges paid to the factory abour
c ierest payments o Qerrowed |
roncied copito ;
poyment on the lease for factory |
eguDment ;
¢ ]
MTP Ape 21

I Which of the following is q
#'1 variable cost in the short run?
Rert
Wages

Irterrci payments on

borrowed |
frarcual copital }

Nore of these j

MTP Apr 21

e

M A sy
i1 Relative PRIEE 6F Gandi Fefla ia Jl
thed |
) '[-"nr |||luf| { et
39 Jl\;'.‘ { ey
€) Average Cowd
‘l, |f\ !\l“lh w“ ”H <

. MTP Mar 1 ]
‘ 14 ’ The Tntere

3T 0N bW tpil bl {4 |

\\\ implict net
]| (

| B) future coegt !
| &)

| ¢ i'\j\#l;:l cogl
| d) past coet
MTP Mar 18, Apr 19, Ot 26
aUppose that an owner I8 edrning
total pevehue of Re | 00 006
} and g Ineurring explicit ¢og of
1 15 Rs. 60,000, 1f the OWHEr il
" work for another company fap
! ! Re. 30000 q Year, we would
’ [ conclude that
a) The firm i< €arning economi profit
or Re, 10,000
b) The firm |e¢ €arning - accounting
protit or Rs, 40,000
¢) The firm is earning economi profil
of Rs. 40,000
d) Both (a) and (b)

e
MTP Aug 18, May 20

_—

Suppose that a dole
proprietorship is earning total
revenues of Rs 100,000 and ¢
incurring explicit costs of Re.
75,000, If the owner could work
for another company for Re
30000 a vyear, we would
conclude that

1

profit is part of :

A 2L

@) The firm is incurring an economi
loss.

Implicit costs are R, 25,000
The total economic costs are Rt

1,00,000.

b)
¢)

““.'"Hg (tn

economic profit of Re 25,000

M_&‘m‘wh i

14

H,
h)
£)
i)

40
i)
li)
t)
i)

ks

| hiilsg iy,

i)

R




MTP Aug 18, May 20

MTP Apr 19

If there are implicit costs of
production:

Variable cost includes the cost

22 ot

economic profit will be equal to

accounting profit.

economic profit will be less than
accounting profit.

economic profits will be zero.
economic profit will be more than
accounting profit

a) Buying land and building
b) Hire charges of machinery
¢) Insurance premium

d) Material bought

MTP Nov 22, MTP Mar 19, Apr 19

MTP Qct 19

'23 __ is an implicit cost of

production

In the produchon of wheat, all
of the following are vamable
factors that are used by the
farmer except-

a) Wages of the labour

b) Charges for electricity

c) Interest on owned money capital
d) Payment for raw material

d)

The seed and fertilizer used when
the crop is planted

The field that has been cleared of
trees and in which the crop is
planted

The tractor used by the farmer in

planting and cultivating not only .

wheat but also corn and barley

The number of hours that the

farmer spends in cui‘rwa’rmg the
wheat fields

MTP Mar 19

24 | Accounhng profit is equal to:

a) Total Revenue - Total variable cost

b) Total Reverue - Tota! direct cost

'¢) Total Revenue - Total Cost

d) Total Revenue - Total Explicit cost
and Total Implicit Cost

MTP Mar 19

Economrc co& ncludes-

Accountmg_ cosfs
Implicit costs
Bothaand b
None of above

o
e

a) Accounting cost + Implicit cost
b) Accounting cost + Marginal cost
c) Cash cost + Opportunity cost
d) Implicit cost

Example of Fi

Electricity bill
Interest on loans
Expenses on raw material
Wages of daily workers

a) Firms that earn accounting profits

-are economically profitable. _

b) Opportunity cost plus accounting
cosf aquals economic cost.




MTP Mar 18
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Suraj is a high school senior
thinking about becoming an
economic research assistant,
Shyam just graduated from
college with an economic degree
and is looking for a job as an
economic research assistant. For
whom is the college tuition an
opportunity cost?

4
| 27

a) Sura i

b) Shyam

¢) Both Suraj and Shyam

d) Neither Suraj nor Shyam

MTP Oct 18

Read the following paragraph and
answer questions 28-31

Nicole owns a small pottery factory.
She can make 1,000 pieces of pottery
per year and sell them for Rs. 100 each.
It costs Nicole Rs. 20,000 for the raw
materials to produce the 1,000 pieces
| of pottery. She has invested Rs,
1,00,000 in her factory and equipment:
Rs. 50,000 from her savings and Rs.
50,000 borrowed at 10 percent.
(Assume that she could have loaned her
~money out at 10 per cent too.) Nicole
can work at a ¢

~ MTPOct18

ne

g | The accounting cost at Nicole's
~ | pottery factory is: '

a) Rs.25,000
b) Rs.50,000
c) Rs.80,000
d) Rs.75,000

a) Rs.75,000
b) Rs.70.000
¢) Rs.80,000
d) Rs.30,000

——

et

Wi cA Mohnish Vora (MvstR)

MTP Oct 18
The accounting profit at Njears
o pottery factory is: ‘Coles
a) Rs.30,000
b) Rs.50,000
c) Rs.80,000
d) Rs.75,000 |
—_—
31 The economic profit at Nicole's 1
factory is:
a) Rs. 75,000 e
b) Rs. 35,000
c) Rs. 80000
d) Rs. 30000 1
————|
MTP Oct 18
32 A buyer’s willingness To—@;q;:
that buyer's:
—
a) product cost
b) physical cost
¢) reol cost
d) opportunity cost
MTP Aug 18

The cost that firm incurs in
33 | hiring or purchasing any factor
of production is referred to as

a) Explicit cost
b) Implicit cost
¢) Variable cost
d) Fixed cost

B

MTP Mar 18

Gopal inherited 1 acre of land

from his father in 1960. Today
the value of that land is Rs. 90
lakh per acre. What is the
| opportunity cost of Gopal for

keeping that land? His father

34

land WS

a) Nothing, the

inherited

since

b) Rs. 50,000 which his father paid |

¢) Rs. 90 lakh, since the amount

| paid Rs. 50,000 for this lond. |

is getting now if he sells it
d) Both (b) and (c)

g L

36 | A

a) Impl
b) Expl
c) Ecor

d) Non

37

a) A co
b) The
befc
wha
c) Tha
whei
deci

addi
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 MTP Mar 22

%!Ch Qf 1'".’. fﬂllﬂWlhq % not
t of the opportunity cost of

} going on holiday?
Lﬂjw";::?m’“f\ you spent on a theatre
chOW
- The money vou could have made f
vou had stayed at home and wor ked
The money you spent on airline
ticke?s
d) The money vou spent on food
MTP Dec 22
| 36 | Accounting costs are
a) Implicit cost
b} Explicit Costs
Economics Costs
d) None of these |
— - .
MTP Nov 22
37 , Opportunity cost is |
L ¥ e
a)} A cost that cannot be avoided.
b) The cost incurred in the past
' before we make a decision about
what to do in the future.
| ) That which we forego or give up
when we make a choice or a
decision,
| 4) The additional benefit of buying an
{_ additional unit of a product.
r . N
% PYQ June 22
38| Tofal economic costs = explicit

+ Implicit cost +

| 8) Super normal profit
b) Super normal loss
¢) Normal profit

: d) Economic profit

OF PRODUCTION AND COST

Short Run Total Costs Notes

ICAT 5M

Suppose output increases in the
short run, Total cost will:

e T ——

o

a) increase due to an increase in fixed
costs t)r\ly

increase due to an
variable costs only,
Increase due to an increase in both
fixed and variable costs,

decrease if the firm is in the region
of diminishing returns

b) increase in

c)
d)

MTP Mar 18, Mar 19, ICAT SM

Total cost in the short run is
classified into fixed costs and
variable costs, Which one of the
following is a variable cost?

41

Cost of raw materials.
Cost of equipment.
Interest payment
borrowings.

Payment of rent on building.

a)
b)
c)

on past

ICAT SM, MTP Mar 21

Which  of  the following
statements is correct concerning
the relationships among the
firm's cost functions?

42

a) TC=TFC~TVLC.
by TVC=TFC~YC.
¢) TFC=TC-TVC.
d) TC=TVC-TFC

MTP Oct 18, SEQ, ICAI SM
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5 MTP Mar 22, ICAT SM

Which  of the following
44 | statements is false in respect of
| fixed cost of a firm?

? a) As the fixed inputs for a firm

| cannot be changed in the short run,

‘ the TFC are constant, except when

the prices of the fixed inputs

| change.

f b) TFC continue to exist even when

} production is stopped in the short

[ run, but they exist in the long run
even when production is not
stopped.

¢) Total Fixed Costs (TFC) can be
defined as the total sum of the
costs of all the fixed inputs

I associated with production in the

| short run.

d) In the short run, a firm's fixed cost
cannot be escaped even when
production is stopped.

47

The area of a rectan le
by drawing Perpendiculgng

both axis from
curve is equal to

a paint g AFE |

i

[ [45 | Q" How much is TFC
2000? iy

Given TC = 2000 + 15Q - 6Q* +

a) 2000

b) 975

¢) 30,000

d) Can't be determined

a) Total cost

b) Marginal cost

c) Average cost

d) Total fixed cost
" 45 | THe Shape of TC Curve of the
| monopolist is
a) U Shape

b) S Shape

¢) Inverse S Shape
d) None of these

MTP Apr 21

| A mfg. company has TFC - 120

Vi CA Mohnish Vora (MVSIR)

V. R 2 a) 100 + 14Q + 0.75Q?
i . | || b) 12047Q% +0.25Q°
Which  of  the following :
49 statements is correct? Z)) 183 ;57 Q" +0.25Q
a) Fixed costs vary with change in Extra MCQ |
output. =
b) If we add total variable cost and TC B0+ 2004+ 30°
total fixed cost we get the average 50+20 o .3Q :
cost, '
¢) Marginal cost is the result of total
cost divided by number of units q) 173
produced. 3
d) Total cost is obtained by adding up b)) ?8 : S%(B S
fixed cost and total variable cost. ;) 20 + 9Q?
—//
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r/f MTP Apr 19, ICAT SM

Ext l"ﬂMCQ .

! The vertical dif ference between
51 | TvC and TC is equal to-

The total cost of producing 50
units of output is Rs, 500. If
56 | average variable cost at this
level of output is Rs. 8, then the
total fixed cost willbe -

= MTP Oct 19

The total cost of producing 30
units of output is Rs. 300. If
52 | average fixed cost at this level
of output is Rs. 7, then the total
variable cost will be -

a) 400
b) 100
c) 600
d) 20

Short Run Average Costs

a) Rs.160
b) Rs.140
¢) Rs.90
d) Rs.120

MTP Oct 19

Total costs is the vertical |

53 : 5

summation of - .

~a) Average cost curve.

a) TFCand TVC
b) AFCand AVC
c) TVCand AVC
d) None of these

-b) Marginal cost curve.

c) Average variable cost curve.
d) Average fixed cost curve.

a) Rise at a decreasing rate
b) Fall at an increasing rate
¢) Fall at a decreasing rate

d) Rise at an increasing rate

a) increases.
b) decreases.
c) remains constant.
first declines and then rises.

Notes




(Avesrong N2

;Un 'ﬁ‘ll.:;..'fﬁﬂcwing data to answer

Which of
statements is

the
true of

Output Total Cost B relationship among the Overage
(©) (TC) [In Rs.] | cost functions? ‘\\}
0 240 a) ATC = AFC - AVC. 1
b) AVC = AFC + ATC. §
: 330 c) AFC = ATC+ AVC. |
2 410 d) AFC = ATC - AVC. :
S —
3 480 MTP Mar 19, Oct 20, ICAT o}
4 540 A firm producing 7 um
n 610 output has an average total cost |
of Rs. 150 and has te pay Rs; 350 |
6 690 64 | to its fixed! factors” of
production whether it produces
gy ] or not. How much of the average |
Ao e SEQ, ICAT SM total cost is made up of variable
l:F' e costs?
| . | The average fixed cost of 2 a) Rs. 200 B |
| units of output is : b) Rs. 50 L‘
. o f __|1] o Rs.300 |
d} Rs. 100 |
a) Rs, 80 —
b) Rs, 85 MTP Apr 19, ICAI SM | |
¢) Rs, 120 '
d) Rs. 205 |
’ A firm has a variable cost of Rs,
1000 at 5 units of output. If ||
65 | fixed costs are Rs, 400, what
will be the average total cost af ||
5 units of output?
a) Rs. 280
b) Rs. 60
c) Rs. 120
d) Rs. 1400
SEQ, ICAL SM |
e |
| Afirm's average fixed cost isRS. |
it be at 4 units of |
a) Rs. 60
b) Rs. 30
c) Rs. 40
d) Rs.20




: / ICAT SM

RS ICAT SM

e

Cha

pter 3 - THEORY OF PRODUCTION AND COST

e

the efficient scale  of
roduction 1S the quantity of
output that minimizes

average fixed cost.
average total cost.

a)

b
c)) average variable cost.

) marginal cost.

formed by ~ drawing

71 | perpendiculars on both axis from
different points on AFC curve

are

The areas of all rectangles

a) same

b) different

c) (A)or (B)

d) can't be determined

When marginal costs are balow
68 | average total costs, '

a) average fixed costs are rising.
b) average total costs are falling.
¢) average total costs are rising.
d) average total costs are minimized

MTP Oct 19, AQ.

Which one of the following cost
69 | curve is rectangular hyperbola
shape?

i

@) TFC
b) MC
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1 Dt MTP Dec 22, AQ.

, .74,5 U Shaped average cost curve (s
ii based on
{ " - - S w—

(| @) Law of variance proportions
B} Law of ind reasing cost
€) Law of decreasing cost

go ] Mf”'f-’lnnl cast is de flh‘i’l’ ns

THEORY OF PRODUCTION Anp COsy

MTP Apr 19, 1047 A
o - Y "‘Jil-
i |

a) the change in total cost due 4
unit change in output e

b) total cost divided by out put

¢) the change in output due
unit l'l“rifj&" Inan inpuf

i Naone of these i
i T NT Yvihe — — || d) total product divided by the quans:s !
PYQ June 22 of input i -' i
Which cost decreases Which (Jf the fu”uwnr-rf i trug r,-f ! y
76 | continuously with increase in g1 | the relationship befyeey, the e
pr'nducﬂon? mar‘glnal u:.ﬁf‘ flm.f,hrm and the &) 4
average cost functiony 4) &
a) Average fixed cost e S :
b) Average variable cost a) If MC is greater than ATC, 4,
¢} Marginal cost ATC is fa1f||n9.
|| d) Average total cost b) The ATC curve intersects the g
I T pitealio. bl curve at minimum MC. I
i . c) The MC curve infersects the e i
j Marginal Costs curve at minimum ATC i
M TR——— d) If MCis less than ATC, then ATz is ; !
| i : MTP May 20, SEQ, ICAT SM increasing. §‘ |
# Diminishing ~ marginal  returns Sy |
| 77 » ¥ 175 5 i
| v linpiies: WIT Akg 18, Ici“ﬂ‘i_ _
l . _ A firm's average total cost is s :
e s v ” " 300 at 5 unifs of oufput and fs | :
! . ; ' 82 320 at 6 units of output, The | 3
|| £) Increasing marginal costs. marginal cost of producing the |
| d) decreasing average fixed costs, 6h gia P g he i
P — unit is
| ICAL SM, MTP Mar 19, MTP Mar 22 ||| a) Rs. 20 &6
w 3 : e : : b) RS. 120
| With whigh of the following is
R ! ¢) Rs. 320
|78 the concept of marginal cost d) Rs. 420
|| closely el

a) Vaerigble cost,
b) Fixed cost,

£} Opportunity cost,
d) Economic cost

' g3 | Rs. 230 at 5 units of output

A firm's average variable cost is
Rs. 200 at 4 units of output and

Total Fixed Cost = Rs 100. The
marginal cost of producing the 5"
unit is ?

I

e e 1

) When the average cost is rising, the
marginal cost must also be rising,
b) When the average cost is rising, the
marginal cost must be falling,
‘) m%m ’;‘hl“o::r?gmﬂ I8 rising, the
| §
~ ’l ve the average

d) When the average cost i falling, the

a) Rs. 30
b) Rs. 350
¢) Rs. 230
d) Rs. 130

ICAI SM |
e

| marginal cost must be rising
V. CA Mohniah Vora (MvstRy

[ Mar ginal cost changes due 10
changes in

a) Total cost

b) Average cost

¢) Variable cost

d) Quantity of output

—

mvsir. in



Match the following and choose
the correct answer using the
codes gwen below

- Average. Cost - .

A AC horizontal

AC rises
‘& AC falls

AC falls first & then |
rises

Marginal Cost

"MC will rise at a
greater rate

MC falls but at a

o higher rate
MC falls at higher
ITT. | rate & then rises at
higher rate
v, :‘i\C will coincide with

c d
Jiqd b o
A
e g fal
v I

chapter 3 - THEORY OF PRODUCTION AND COST

Extra MC Q
Total Cost
Total Fixed Cost
Total Variable Cost
) Both (a) & (c)
A.Q.

Marginal cost is less than the
87 | Average Cost when Ave :rage Cogt
falls with

a) anincrease in output
b) a decrease in output
¢) constant output

d) None of these

aa

gg | Which of the following is not a
formula for. marginal cost?

G) MCN = TCn.~"TChi.t

Vi, 1Xe)
AQ
C) MCh = TVC - TVChi-s

b) McC =

d). MCn = TFCn - TFCht

MTP Dec 22, A.Q.

: 89 Wthh

of the foilowmg
mcorrecf fopmulq? .

a) TC=ACx»Q
b) > MC=TC
£) DEMC=ITVE
d) ¥ MC +TFC=TC

MTP Apr 19

90 fﬂllmg then mar-gsmf curve must

- If firm's average cost curve is

a) Falling

b) Rising

c) Below average cost curve
d) None of the above

mvsir.in

Notes




g

R TR

) Marginal cost is Alwiys less than

the average cost
Margimal cost 8 always more than
Hhe ARG cont
€)  Marginal cost (s always equal to the

UvRrage cost at its minimum wint
@) Marginal cost is alwavs equal 1o the
AvVeige cost

h

: i it ' mTp Apv'l‘)

o | When avamm COst curve is
| M8Ing then, marginal cost

i ey

a)  Must be dec reasing
b) Must be above the average cost
* curve

[]€) Must be constant

[ @) Must be equal 1o average cost

s et ereomr o

PSS R Tt ey

e MTP Apr 19
e Whichy ofF  the  following s

-y

S R

~._.__‘
g

MTP Aug 18, Mar 19

93 | The MC curve cuts the AVe and

a) At its falling point

[ B) At its minimum Point
e Arirs rising point

d) At different points

¥ ¥

Long Run Average Cosys

a) Long run ave

96 | Which one of the following is
also known as planning Curve)

R R

b) Short run average cost curve,
¢) Average variable cost curve,
d) Average total cost curve,

—

SEQ, IcaT SM

rage cost curve.

e —— |
ICAT sy~
Which. . of ' the & fallcg

97 | statements concerni
r'un average cost ¢

combination

average cost

of output,
d) As output inc

a) It represents the least-

level of output,

b) It is derived from a series of
short-run average cost curves,

¢) The short-run cost curve at the

minimum  point of the long-run

. least-cost piant size for all fevels

capital  employed by the firm
Increases along the curve.

cost input
for producing eqch

curve represents the

reases, the amount of

a) marginal cost
both falling

b) marginal cost and average cost are
th rising

¢€) marginal cost is pisi and avera
cost is fall o »
le to tell |

d) it is in f either of

and average cost are

a)b

a large firm,
d) The increase

Iseconomies of scale.
b) Diminishing returns.

¢) The difficulties encountered in
coordinating the many activities of

in productivity that
pecialization

_The curves are rising o falling _

results from s




ICAI SM, MTP Mar 22

MTP Oct 19, Mar 21

The positively sloped (i.e. rising)
rt of the long run average
+otal cost curve is due to which

of the following?

104 | Long run average cost (LAC) is :

a) Diseconomies of scale.

b) Increasing returns.

¢) The firm being able to take
advantage of large-scale production
techniques as it expands its output.

d) The increase in productivity that

results from specialization

a) u shaped

b) is also called envelope curve
¢) bothaand b

d) none of these

MTP June 22

r Extra MCQ

' 101 Short run average cost (5AQ)
| curve is also knownas

Which of the following is | |
correct regarding long run cost? | |
L It is least cost of producing
105 | each level of output

2. LAC curve is envelo
curves.
3.LACis U—shapecf’

a) Planning curve
b) Envelope curve
|| ¢) Plant Curve

|| d) Both (a) & (b)

a) 14&2only
b) 24&3only
c) 1&3only
d) 1,243

j ’ : ExtraMcQ | | | 7 | cost curveis

e

 ICAI sm.

A firm's long-run average ’rotai

firms face LAC curve,
which implies that initially when
output is increased due to
increase in size of pJam‘ per unit

102 | cost falls

-‘A"»:‘;\\-%

enjoy economies of scale.

Empirical evidence shows modern

idly due fto
scale. The LAC |

d ot increase even
after a?fsu ficiently large scale
of output as it continues to

= a) U-shaped
|| b) Boat shaped
¢) L-shaped

d) Both (a) & (b)

a) Idenhcai to its long-run mar'glnal-
cost curve.

b) Also its long-run supply curve
because it explains the relationship
between price and  quantity
supplied.

c) In fact the average total cost
curve of the optimal plant in the
short run as it tries to produce at
least cost.

d) Tangent, to all the curves of short-
run average total cost.

. SEQ_

103 1
OS cos’r curve?

| Which is 'I'he o?her' name that aSj
given to the long run average

a) profit curve
b) planning curve
¢) demand curve

a) economy of scale

b) diseconomy of scale

c) diminishing marginal rate of
substation

d) None of these

d) indifference curve

g, CA Mohnish Vora (MVSIR)

mvsir.in
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("

MTP 3

] Economies & Diseconomies of @ G Jure 75
Scale | | 112 | Economies and disecoromigs o
' scale explain why the ¢
T —— o ‘ -
| | a) short run average fixed cost | e
Decentralisation of  decision | | declines so long as output in reases p
making & mechanisation of | | | b) marginal cost curve mus nterse,s :
108 managerial functions enhance | the minimum point the ¢
efficiency & productivity of | average variable cost curye 7
. managers. It is a case of ____ || €¢) long run average cost cypy,
| typically U-shaped .
a) Internal economies of scale § d) short run average total cost Curve -
b) Internal diseconomies of scale is U-shaped. -
¢) External economies of scale —_— 4
d) External diseconomies of scale MIP Juge 27 L
Which one of the following is gy Z
ICAT, MTP May 20, Apr 21 S internal economies of scales e
, — £
- If a \:jer'y sma:l fc;:cfor'y were fo a) Technical economies >
[ | 109 e:pan its scale of operations in b) Financial economies e
| *:,;"i”gf.’"j'{' 1= i_rkely-fha'r % c) Economies due to localization o 7
l; woula Initia Y experience: industries
a) Constant returns to scale d) _Ma_r'ke‘ring economies g
| | b) Diseconcmies of scale e ——— |
| | €) Economies of scale s ke S EXT‘I"{'I:M'G"Q‘S' e
| | d) None of these .- _ . E
4‘ — . MTP Mar 21 g c
: e A 1
j o i AQ - __-'The distinction between selling |
| Diminishing returns are due to D '_'coe‘j i production cost wes | ]
| : ey 6y | madeby: ‘ {
f 110 and increasing returns are bl ' J —
( due to W{ﬁ@, - . a) Chamberlin ' i
) Internl Bt b) Sweezy 1‘
’ a e:o::::es iseconomies, Internal c) Mrs Joan Robinson :
d) None of th 1
JI b) Internal  economies, Interndl ) bibere 9
; diseconomies
| | €©) External diseconomies, Internal :

; economies =

. d) Internal diseconomies, external 1

5 economies

!

! 1
i1
|
il 1

1
a) Internal economies i g
b) diseconomies .
c) external economies o
d) Profit { iy

M CA Mohnish Vora (MVSIR)
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| W T i

|

‘ i

| LCAT BM
Iy | conomics, THe Term 'marbat’ i

1 ]flrt!r”"‘
i) I,'i“l
o product or Bervice T

where buyer and selle

I-'” Hjenr
Jlrl!l

1) Inl;ul WllfP' J“'r“‘ ilie Fiipt I,-u,,,,‘,
() ',|.u & where gelle i it ey (el

d) none af the abiove

]

i) A e Fie il f;t"ﬂpuplur il Fllrlf i

LCAL GM

| ot e et 1he gg8ential

condition ig

Is) Control of the government
e) Cloge contact betweern I;ll/{‘r’, el
gellers

d) MNone of thede

MTP Mar 21, SEQ)
3 The apportunity cost of a good ig

a) the time logt in finding it

b) the quantity of
gacrificed
that good

¢) the expenditure on the good

d) the logs of interest In uging saving

other qufld'.'

to get another unit of

o6 s v A R 5. e

MTP Mar 19

Economic goods are goods
which:

- esonam—ad
sty -

a) Cannot be increased in quantity

-‘ b) Obey the law of Micro Economics
¢) Are limited in supply and are scarce
d) Are limited to man-made goods.

o FENS——

fjl

/ Price of guods express their

WP Jure 22 |

ik

, - S :
[ 7 hm«}g e i3 determired v |

Tre riy ¥
= TINGpaYY InGrves

e 4 rf"’:/’/”f.’/ﬂ,"

r Yrier é
& rvirve wrere excnarce of
y XL e
‘ =
W8 Gl seriir vs takes oy
11 4
Vit it ',,b,‘,/

TP June 22 |

1

§
e S A i ki
a) Value ir Lse
LJ} 4 Ar ',‘qug f',f‘,lr;
t) Economic value
d) Both (B) and (C)
F g TP Nov 22
“ Value in exchorge is aleo known
as %
a) Yaluein use
b) Economicvalue
| €) Eoth (a) 'J.f'} (b)
| d) MNone of these s
MTP Nov 22

Which one of the following
features of the term market is
incorrect?

a)

b) A market need not be o formal.
¢) A market need not o be held in a

d) A market must be formal or o be

Market is the collection of buyers
and sellers with the potential to
trade.

particular place.

held in a particular place.

MTP Nov 22

MTP June 22

In economics, we are concerned
5 | with

g)) Value in use only 1
Exchange value only
¢) Both value in use and exchange value

d) None of the above

M CA Mohnlsh Vora (MVSIR).

a)
b)

f,)) None of these

How governmert works
How markets work
How consumers behave

mvsir.in




Chapter 4 - MEANING AND TYPES OF MARKET

S— - PY(Q M’”J p’;" MTP ’fu/ 20 J()“j‘
1" A market 18 a network of dealings 17 The market for the gy
between which of the following ? consumers I8 known as "te |
| ﬂ) Dealers and wholesalers a) whale gale mar ket
[| b) Buyers and sellers b) regulated market
{ ¢) Owners and channel partners ¢) unregulated market
l d) Sales man and competitors d) retail market
* Classification of Markets B [CAT 5p1] )
MTP Oct 19, TCAT SM 15 | Example of a commodity ggiq 4 gl
have an Internationol Markes | d)
12 | Inavery ShQI"I' period market: a) Perishable Goods 1 7 ;
a) the supply is fixed b) High Value and  Small gy, | aAT
b) the demand is fixed Commodities, i 23 |8
¢) demand and supply are fixed c) Product whose trading is restrictey I | a5,
' | d) none of the above by government, o | BoR Ak
s d) Bulky Articles | | feteex
4 b) Veg
e | e————————— — , (j Bric
13 | Time element was conceived by i IE’_@E?‘ 22 || " LMF
a) Adam Smith i economics,  generally the :
b) Alfred Marshall 2 ﬂ“js'f'cjgmf“f *hfa markets s || |
¢) Pigou ade orn the basis o ' | BT
d) Lionel Robinson a) Time R e s - |
b) Geographic area . i
MTP Oct 21, ICAL SM ¢) Volume of business | ‘Ii
Generally, perishable gqbdﬁ like d) All of these '
14 | butter, eggs, mi[;(;;-;.,;;!:'xyegefables | | 2
etc., will huve«‘i_;nlg;;:a_,@; b Extra MCQ ! *
a) regional market - :
b) local market 20 allocate  productive
¢) national market resources fo producers ’
d) none of the above — a) R
— - b) R
B o T a) Ret
B | | o) oo Marker <) R
e _ , ) Product Market d) R
| Secular period is also known as 3) Factor Market b~
a) very short period ), Both () & (b)
b) short period e
c) very long period gEdin 25
d) long period : - MTP Dec 22 ——
— " o - L ——
| On the basis of nature of ay. -
'i*"“_";?qction  the market 15 b) :
| classified into |
- B c
a) unreg
b) e‘gﬁ%f:;ed market a) Regulated and Unregulated market d)
oY N frarhier b) Wholesale and Retail market
POt market c) Spot and future Mark
d) none of the ab q ure Market
B AL e - ) ) None of these &
M CA M,‘“hﬂi,sh Vora (MVsT — -
: : it i mvsil.




chapter 4 - MEANING AND TYPES OF MARKETS

r/’r/’//’/ PYQ June 22

When commodities are sold in

22

ICAI SM

Average revenue curve is also

¢) spof market
d) Retail market

| PYQ June 22

. ; Very short period market is
| 23 | suitable for which of the
,’ following products?

a) Gold and silver

b) Vegetable and fruits
(| ¢) Bricks and sand

’ d) Supply of capital

Concepts of TR, MR, AR 19

ICAT sMm

20, the quantity demanded is 9.

the qucmhfy demanded

: IHCI"GCISB In
s to 10 units.

| Assume that when price is Rs.

‘units, and when price is Rs. 19,

small quantities are called as 26
which of the following ? known as
i a) Profit Curve
b) Regulated market b) Demand Curve
¢) Average Cost Curve

d)

R —

Indifference Curve

ICAI SM

24

Which  of  the (ollowmg
statements is mcorrec?’ ‘%

The LAC curve is also called the
planning curve of a firm.

Total revenue = price per unit x
number of units sold.

Opportunity cost is also called
alternative cost,

If total revenue is divided by the
number cf units sold we get
marginal revenue.

ICAI SM

Total revenue =

price x quantity
price x income

income x quantity
none of the above

. ICAISM

Avemge revenue ls the r'e.venue;.:_
earned g .

a) per unit of input
b) per unit of output

c) different units of input
d) different units of output

Notes




Chapter 4

MEANING AND TYPES OF MARKETS

1CAT 5 )

a) Price
b) income
c) Reverwe
d) none of the above

ICAT 5M

fromfhz

inal revenue can be defined
change in total rzveme_

commodity
b) sales of an additional unit of a
commodity
c) sale of subsequent units of a
oduct

pr
d) none of the above

a) pu'chasz of an addmonal unit of a

| supply curve.

Assume that when Price is Rs 10 10,
the quantity demanded is 5 unjtg
and when Price is Rs. 12 the
36 | quantity demanded is 4 unitg
Based on this information, what
is the Margind REVQHUQ .
resulting from increase in outpus
from 4 units to 5 units.

a) Rs5
b) Rs4
c) Rs.2
d) Rs.3

&
c) f}!ge chﬁrfge in quantity divided by
S éh”hgz in price.

d), Graphically it derotes the firm's

a) MR= AR+ [e-1/e]
b) MR=ARx[e-1/e]
c) AR=MRx [e-1/e]
d) MR= AR x [e/e -1]




B AQ

'] 1n the below figure, if DD is the
demand curve and R is a given
point on it then the area of
shaded portion OPRQ1 i1s

40

al [ g
Quantity Demanded

a) Total Revenue (TR)

b) Marginal Revenue (MR)
¢) Total Cost (TC)

d) None of these

AQ

If the price of a pr'p'ci;!u'_éf Lis:
Rs.20/unit and its - price

- elasticity of demand is (£) 025
Tts MRwillbe =

a) 60

b) 100

c) -60

d) None of these

chapter 4 - MEANING AND TYPES OF MARKETS

AQ.

If a product has elastic demand,
43 its marginal revenue (MR) will be

. (Given that the price of
the product is Rs.5/unit)

a) Positive

b) Zero

c) Negative

d) can't be determined

44 For an imper f"

C mpetitive

AQ.

If the price elasticity of demand

its MR to be Rs, 20?

42 of a product is (-) 3, what should
be the price of the product for

a) Rs. 10/unit
b) Rs. 20/unit

¢) Rs. 30/unit

a) Total revenue curve is straight
upsloping line because a firm's sales
cre independent of product price.

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

¢) 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 fo only
extra unit sold.

) B B

45




MTE Oct 18, Oct 21

!
!

Marginal reverue will be regative
tF elasticity of demand s

- P o
wEs: I O

b) More than ene
o CQU to Jere

| Ute the follwing data to
| Questions 47.49

1 [ —

MTP Oct 21

The total revenue of third umt
47 | is

b) 45
¢c) 20
d) 30

a) -20
b) 25
c) 30
d) 40

I - - ,:/,;._
:
|
i
" s
A -~ - .}
w - r
et
™e m 1 5
N !
4 | @
- - 1
RS o

o i i g
MTP June 22 MTP Nov 22

When total revenue is incre

CTeasinG
T

f
e ————————

a) Marginal reverue may be eithe "
positive or negative
b) The demond curve is relative
i nelastic

(8]

B0

o0

revenue
i revenue

W
-]

n

R h
4

&i

MTP Jure

i

Total revenue with Totel

54
cost helps to determire

0) Profit maximizing outpu?t
b) Profit/umit o

¢) Price/unit

d) Total revenue

Wi €A Mohnish Var (MVSIR)
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Chapter 4 - MEANING AND TYPES OF MARKETS

Total Revenue is maximise when
margim' revenue is

¢) High
d) None of these
i AR

MTP Dec 5

SRR |

PYQ June 22

Assume that at price Rs. 100 /-
per unit, the quantity demanded
is 900 units. When price falls to

statement is hot correct ?

%6 | Rs. 90 /- the quantity demanded
increases to 1000 units. Compute
the marginal revenue.

a) O
b) Rs. 10
c) Rs.90
d) Rs. 100
PYQ June 22
57 | Which  of the following

a) Marginal revenue is the revenu of an
additional unit sold of a commodity

b) Total revenue is obtained by

multiplying the total number of units
| sold with the price per unit of a
. commodity

c) Average revenue is the revenue
earned per unit of an output

d) Total revenue is the sum total of
ave.r'age revenue

‘ PYQ June 22

58 | Another nmne:c'af d.eimnd curve is

l a) MR-curve

b) AR-curve
¢) TR-curve
d) MC-curve

. Behavioral Principles

MTP May 20, ICAT SM

Suppose a firm is producing a
level of output such that MR >
MC, what should be firm do to
maximize its profits?

a) The firm should do nothing.

b) The firm should hire less labour.
¢) The firm should increase price.
d) The firm should increase output

| ICAT SM

It is assumed in 'eé'bﬁbrfiiC';Tﬁeory'
60 | that ; .

a) decision making within the firm is
usually undertaken by managers, but
never by the owners.

b) the ultimate goal of the firm is to
maximise prefits, regardless of firm

%size or type of business
organisation.

c) as the firm's size increases, so do
its goals.

d) the basic decision making unit of any
firm is its owners

: 6; point” when: . . -

a) average total cost equals price at
the profit-maximising level of
output.

b) average variable cost equals price at
the profit-maximising level of
output.

¢) average fixed cost equals price at
the profit-maximising level of
output.

d) marginal cost equals price at the
profit-maximising level of output.

mvsir.in
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1CAL 5M

M:.-:ANJ,.N@ AND TYPES OF MARKgy,

,at the profit-

nds that market price s l;;:
than average total cost,
et than average variable
cost. Which of the followin
atements is correct? ;

level of output, o firm

T am mmﬂg a ‘flﬁ§, biist w,ﬂ,;:mﬁa
rent T have 16 pay, T cap'y 46 g
ta shut down at thys Do o
6B | time." If fthis entrepresg,, ©
attempting 16 maxim ze Profisy
or minimize losses, hig Dehirigy
in the short run ig

@) The firm should shutdown in order
to minimise its losses.
The firm should raise its price
enough to cover its losses,

€) The firm should move its resources
to another industry,

d) The firm should continue to operate

in the short run in order to minimize

its losses.

a)  Rational, if the firm is COvering
variable cost

b) Rational, if the firm 14 cs vering i !
fixed cont

¢)  Irrational, since plant tlosing i
necessary to eliminate logses

d) Irrational, since fixed cogrg ore

——
s |

eliminated if a firm shuts doyy,

MTP Mar 19, TCAT SM

e is iu than avtrabe"
t the profit-
foutput, a firm

’.:"i* i

a) produce where marginal  revenue
equals marginal cost if it g
operating in the short run,

b) produce where - marginal
equals  marginal

c)

that case,

revenue
ost" if it g
run,

il lose nothing in

nce it cannot even cover
able costs if it stays in

ed 1o

| a) Total fixed cost

b) Marginal cost
¢) Average fixed cost
d) Total variable cost

a) Price does not
average total cost,
Price does not equal marginal cost.
¢) Economies of scale are beirg

reaped, ;
d) Price is greater than long run |

at least cover

average cost




some firms will

1helon9 ruﬂ,.nww

I:rl the market if the price of

69 :he good offered for sale is
less than:

venue
marginal re

marginal cost.
| average total cost

d) average revenue.

MTP Nov ?_?ﬁ|

| @

a)
b)

c)

B

It will be profitable for a firm |
70 | to expand output till which of
the following condition ?

Marginal revenue is grater than
marginal cost

Marginal revenue is less than
marginal cost

Marginal cost is greater than
marginal revenue
Marginal revenue is
marginal cost

equal fo
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|
| &
‘
1

|

Determination of Prices |

ICAL SM
;I In the table below what will be
; equilibrium market price?
Demand  Supply
1‘ Price (tonnes  (tonnes
| (Rs.) per per
annum)  annum)
1 1000 400
: 2 900 500
3 800 600
4 700 700
5 600 800
6 5C0 900
. 400 1000
8 300 1100
a) Rs. 2
b) Rs.3
c) Rs. 4
d) Rs.5

MTP Oct 21, ICAT sp

3 decrease.

Assume that consumers' incomes
and the number of sellers in the
market for good A both
Based upon thig
information, we can conclude,
with  certainty, that  the

equilibrium:

a) price will increase.

b) price will decrease.

¢) quantity will increase.

d) quantity will decrease J

MTP Oct 21, ICAT SM | |
4 If supp_ly increases in a greater
proportion than demand

a) The new equilibrium price and
quantity will be greater than the
original equilibrium  price  and
quantity.

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

c¢) The new equilibrium price and
quantity will be lower than the
original equilibrium price and
quantity.

d) The new equilibrium price will be

lower than the original equilibrium
and the new equilibrium quantity will
be higher.

SEQ, ICAT SM

With a given supply curve, a
decrease in demand causes

a) an overall decrease in price but an
Increase in equilibrium quantity.

b) an overall increase in price but a
decrease in equilibrium quantity,

¢) an overall decrease in price and a
decrease in equilibriym quantity.

d) no cha.nge._ in overall price but q
reduction in equilibrium quantity

MTP Oct 21, ICAI SM

Assume that in the market for
good Z there is a simultaneous

b

e —

—-.—-—-—‘"'—-—.._,____‘_
4 CA Mohnish Voprq (MVSIR)

increase in demand and the
guanﬁ'ry supplied. The result will
e

a)

an increase in equilibrium price and
quantity.

a decrease in equilibrium price and
quantity,

an increase in equilibrium quantity
nn_d uncertain effect on equilibrium
price.

a decrease in equilibrium price and
increase in equilibrium quantity.

.-—‘-—‘-,—H—“—_h__
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; MTP Oct 21, ICAL SM | | MTP May 2941 Notes
| /m technology for | | If good growing conditions |
roducing personal computers | | increases the supply of |
improves and, at the same time, | | 9 strawberries and hot weather |
individuals discover new uses for | | increases the demand for i
persanaf computers so that strawberries, the quantity of i
g | there is greater utilisation of | | strawberries bought
personal computers. Which of | | ‘ T
the following will happen to a) increases and the price might |
\j equilibrium price and equilibrium rise, fall or not change.
quantity? b) does not change but the price |
rises. z
iR || ¢) does not change but the price
. ar : : falls.
a) E:if’e T;:Jlmz:zfase, e b € bl | | d) increases and the price rises 4: _
b) Price will decrease; quantity cannot i .
be determined. MTP Aug 18
¢) Quantity will increase; price cannot
be determined. . & Phad ;
: : o Which “of the followi
d) éQeugr;‘:gnn\?:]li cciiecreuse, price cannot 10 | situation g L :E
: _increase in equilibrium price?
2AQ
At a particular price level, there a) An increase in demand, without a
are no forces tending to move it | |  changein supply
estherupordown:. o - . b) A decrease in supply accompanied
1. The firm is in equilib : by an increase in demand
7 | 2. Thepricein equilibriu 7 ¢) A decrease in supply without a
3. The equilibrium p ice of the change in demand
firm &9 g e d) An increase in supply accompanied
; 4 The price & by a decrease in demand
'la) 1&4only : : — -
b) 1,2 &4 only o =  MTPOct18 | |
'l ¢) 3&lonly ' oo oo
d) 4only _ - :

A drought in India leads to |
unusually low level of wheat |
it production. This would lead to |
L1 arise in price of wheat and fall |
in the quantity of wheat

| demanded due

a) increase in equilibrium price and

decrease in equilibf‘iu!fﬂ quanfify a) excess demand at the original price.
) e v it 2 || B
¢) no change in equilibrium price and c) :igemsupply curve shifting Yo

increase in equilibrium quantity d) the demand curve shifting to the
d) increase in equilibrium price and 1° left

~ change in equilibrium quantity
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Chapter '

ICay Sﬁ;\
. { Assume X is g nor
P ‘ ; Maf
Suppose cansumers'::nspfﬁznsmof {J Holding 1Fi]vefr")ffhmg else ¢,
on ;
gty wL’??n :f the following } e lne
apples.

INcome pige

+ price of a factop of pr;;" the
: accurate : Uet
Seserpton of he it of his | 50 reases) | S iaa
{'f::fn the market for apples? || @) Point 3
e .
. is an increase in the quantity ]f b) PO_mT85 ; p
o4 Thecr::o:ed of apples and in the lf ;J goyn: 5 ] z
sﬁ::y for apples U ik # =
b) There is an increase in the demand \ 3
and supply of apples. . ; : : SRR
¢) There is an increase in the leman We are anaiyzéng the Markes ¢ | 4
for apples and a decrease in the 900d 'Z  The s rf-.%'f"or ‘ J
supply of apples. : complement good, qsse O
d) There is an increase in the d:lmigd declines. At the ngﬁé%.'?fme,'fhe,‘i' , |
.‘ for apples aFd an increase e 2 fechnoio’g’iecx!: advance il
| quantity supplied. production of goodz |
| L MTP June 22

13 | When demand

Supply decreases; . .

—_—

a) the equilibriym price and quantity |

both rise ;

b) the equilibrium price and quantity |
both fall

the equilibriym price

nothing certain can be

increases and

c)

rises but

Heavy pajng in Maharaship,
said aboyt during 2005 and 2006

Caused
avoc with the pice crop,

Refér fhé‘ belo
14 - 17

W graph for questions

ICAI SM

'A'ssum'.e that
th
S|

consumers expect
€ Prices of new cars to
gnificantly increase next year:

a) Point 5
b) Point 6
¢) Point 1
d) Point 2

Qty demandeq & .supplied

Wi €A Mohnish vore (MVSIR)
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Chapter 4 - o

Perfec
eem——— AMrp Oct ’9’ I(,A’ /),}

{579 fo g not an
of the following 1% .
sl condition of pure ’

essential
competition?

T : 3 g 'HL’(‘,
a) Large number of buyers and se

|
b) Homogeneous product '
¢) Freedom of entry J

SEQ, ICAT SM

What is the shape of the |
2 | demand curve faced by a firm

under perfect competition? A

[ i
7 !
| | a) Horizontal |
(| b) Vertical f
| ¢) Positively sloped |
' | d) Negatively sloped &
e o ToAT N |
Which is the firgt order |
} condition for the profit of a
| firm to be maximum?

Il a) AC=MR
|| b) MC=MR
[| c) MR:= AR
(| d) AC= AR

ji

f
|
{
I‘.
{
|
{
i

7 5 7 ______J
o MTP Oct 18, TcAT sm, 5£q
Which of the following is not q

characteristic of 4 price-
taker”? . -

3
47

[|a) TR=Px 3
[| B) AR =Price
| ) Negatively - sloped demand curve

; d) Marginal Revenue = Price

In a perfectly competitive
firm, MC curve
the

| - — :
; | . MTPMarts
i

[

above AVC is
Curve of the firm

——

|
|| a) Average cost
/| b) Marginal reyenye

: Sl S

EANING AND TYPES OF MApge,

e————

’
AT &
‘S
Which of the fo CWine . -
2 7 9 Mot
s CoreliTior 8
Lf,rf‘_
COFT r‘.:_,'r Yior/ 28
f §
) / W Filr ¢ £
[+ or Frer Yo oof V,
’) e J /
o d J
/ r rrrne ¢ a9y r
/ 4 4 7 ens,
e
¥ F e have ‘
nforeme 5 o
Frecdom of cr and ex
) el Y a o and
f 1heo e
out of the marke

not g
g perfectly

Which of the ‘f’;?fcwug i
/ | characteristic #of

| competitive market?

|

a) karge number of firms in the
”j’,"“’f"a

| 104 L 4 " !

D). Outputs of the firms are perfect |

substitutes for one another,

¢) Firms face dU‘-’JP’.‘.’J'J’.f'd~3fr)pm9 ‘
demand curves.

d) Resources are very mobile,

MTP Aug 18, ICAT SH

Price-taking firms, ie. firms

8 competitive market, are said to
be “small” relative to the F
market., Which of the following
best describes this smallness?
a) The individual firm must have fewer :

than 10 employees, !

|
I
|
{

b) The individual firm faces ©
downward-sloping demand curve.

¢) The individual firm has assets "fi

less than Rs. 20 lakhs.

d) The individual firm is unable 7|

o T__ ,.W«“wu‘ﬁ—"'—"_'\; 1

that operate in q perfectly |

;; !S)ernc?nd affect market price through ™
upply | output decisions. ot
)Vd CA Mohnish Vorg (MVSIR) mysir-"

—

B T

A




b

Extra MCQ

ICAT SM

11 0 market, price L"G-\ﬂg ] |

» firm decides only about

5 ~yeh, O

A purely competitive firm's
13 | supply schedule in the short run
is determined by

+he \"._"E\:‘-
ol : a) its average revenue.
sonopolistic competition b) its mﬂrginal revenue.
>y Oligopoh | | | © itsmarginal utility for money curve.
| perfect competition \ | | d) its marginal cost curve

MTP Mar 19, Apr 19, MTP Mar 22,
ICAI SM

:0 | For a price-taking firm :

nue is less than price.
nue is equal to price.
revenue is greater than

between mar‘ginul
e is indeterminate

i) the relationship
c

revenue ana pri

IZAT SM

| Under which of the following
., | forms of market structure does
= | a firm have no control over the
| price of its product?

Monopoly

Monopolistic competition
Oligopoly

d) Perfect competition

L= gl ~ ]

©

ICAI SM

]

The firm in a per‘fecﬂy

competitive market is a price-
12 | taker. This designation as ¢
price-taker is based on the

assumption that

-
|

~i CA Mohnish Vorad (MV

o) the firm hos cowes Bl not
complete, control over its product
price.

b) there are so many buyers and

+ that any

sellers in the marke

individual firm cannot affect the

market

5 s

¢) each firm produces @ homogeneoy
product. : it
there is easy eniry info or €%

ICAT SM

Which  of the following

14
statements is incorre

a) Even a monopolistic firm can have
losses.

b) Firms in a perfectly competitive
market are price takers.

¢) Tt is always beneficial for a firm in
a perfectly competitive market to
discriminate prices.

d) Kinked demand curve is relared to
an oligopolistic market.

SEQ

5 Which  of the 'folio;gﬁ_ing
| statement is incorrect? & ¢

a) Even monopolist can earn losses

p) Firms in a perfectly competitive
market are price-takers -

It is always beneficial for a firm in
the perfectly competitive market to
discriminate prices
d) Economic laws are less exact than

+he laws of physical sciences

c)

MTP Oct 21, ICAT SM, MTP Oct 21

firms are earning ust
profits

VWhen . & we know hat the
t mal

from the market place

|

sIR)

mysir.in
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¢ 1B, TEAL BM |

M TP Mai i, o !
——ve know That the | "
f :ﬂ‘lﬁumiﬁf: perfect eompetitian | A
":H be producing ot the
m:ﬁamum paint of the average
:‘?uf curve and so there will be
produc tive efficiency
b) MC * Al
¢) MCr MR
d) AR = MR
MTP Nov 22, MTP Apr 19, Ocy ;
18 An economy achieve
"pr'mhu tive efficiency” wher
a) The best quality a
produced : o
b) The highly skillful re bs
country are ruH} employe
c) All resources are utilize L
and SErvices arie pre ’
cost 1
l" \1‘} r\J(‘l"' of “ju abn { %
ICA ] N '
When , There will be dllocas : Al 4
efficiency meaning therebs, ‘ ’ .
the cost of the last unis 6t ement oo
exactly equal to  the Drice p e ’r |
consumers are WlHInq to pay for P — perfesth r‘w
It and so that the right goods E F 4
are bl’.lng St)ld to the r"ih’ . . "t ey :
PCOPI('. at the l‘rghf price L ‘ . ¢ olways kes above .
<8 ,‘..H... e ‘ Average reverue need not be o " b)
L’]) MC MR fo 1 P e £}
b) MC:= AC Price ven ond is determined b d)
C) M(- AR he & ] . mnown the er e ’,x,lizr.
d) AR = MR L
: r;;;'_:_;'_'Ww;_. e e . 48 ICAL SM 2
. MTP May 20 . ICAI SM | : i .
R ; In the long-run equilibrium of ¢ |
! I 4 co it : i |
20 | Agricultural goods markets | | Opc"rwmei::‘ market, firms a)
d , [ | l g i
epict characteristics close to | | 2 | ©)
TR | a) the intersection of the margnd <)
b) P’ ec} competition i |} cost and margingl revenue |
; oligopoly. | | | b) their efficient scale ; |
; monopoly. | | | €) zero economic profit i By
) monopolistic competition. | | | d) all of these answers are correct | :

‘V‘ CA Mohnish Vora (MVSIR) mvsir #
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~ ICAI SM | N
" L SM | ICAI SM, MTP Oct 21, Mar 21
Under perfect competition a 29 | Which  of  the following
€ | fiem e s Sl g statements is incorrect?
price-maker ‘F" ““"“:z:cr a) Under monopoly  there s n?
b) price-taker and not price-make difference between a firm and an
neither price-maker nor price-taker lndusfry_
B e b) A monopolist may restrict the
‘ output and raise the price.
; ICAI sSM ¢) Commodities offered for sale under
e a perfect competition Il b
f 26 | At price P‘I_ the firm in the he\‘erogeneous. i i 5
).J_ figure would produce d) Product differentiation is peculiar
— uc  mc ‘ o monopolistic competition
- - - Py= MR, = AR, = D, 4 X “
v R _ICAT SM
: +k.4—-ﬁ-4— Sy i 30 | Conditions for equilibrium of a
e - - = MR, = AR, = D,, f"nm are: 5
a) MR:=MC
n b) MC should cut MR from below.
JL-iiiiil | - ¢) MR = AR and MC should cut MR
] | ™ s oo e i from below.
& d) MR = MC and MC should have a
| a) Zero output g positive slope
/ b) Q3 _I
: c) Q5 | S
/’ d) Q6 5 i
: Under market condition,
% MTP May 208ICAI SM | | | 31 | firms make normal profits in the
B If the average cost is higher | | long run.
i 27 | than the average revenue then | |
! | the firmincurs ' | @) Perfect Competition
. | @) Normal profit | | b) Monopoly
| b) Abnormal profit ' | ¢ Oligopoly
| ¢) LLoss ' | d) None of the above
fi) No profit, no loss

MTP Apr 21, ICAL SM : Extra MCQ

25 | Which of the following |
statements is correct? ~ market s

92 e B8

a) Price rigidity is an imporfant | |
feature of monopoly.
b) Selling costs are possible under 44
perfect competition. a) Perfect Competition
€) Under perfect competition factors b) Moropoly
of production do not move freely o5 ¢) Oligopoly
restrictions. d) Monopolistic

_mvsir.in
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MTP Py
IF Aug 18, sEl

#
WY War 71
‘ P e ’,":)s,-v + = £in
; > veZ firm do ite |
”; e OUtDut its +4+ " doubles jg |
; 7 4 e £ L7 e o 5 > 1T revenue:
e l . . > ' 1 <101 T'Evenue: |
; | Sy cawrve is derived from Jadmees |
: J % a) doubles
n, ’,/ AN i& # e e g :
L S Bovdyon o scri,
’ ‘/ , ~ Carnnat ;
) rey. <] CannoT be determined |
D€ Cetermined because the | |
I’ raha s ‘ |

P | F il nl & i
V4 A iy e aood m
i 3 3’"‘% |

] | phed MTP Oct 18, sEQ |
|

A I A e g . e "
A ——————— Tn +h 2
{ fde / & in the shor
% {fﬁf'f’ % perfect competition o 41 competitiu ?‘fr"un if a Pel”feﬂjy
¥ I be in Eqslibriam wher .' | SPVvEiBe . e finds iisel
.kl = , | operating at a loss, it will:
s » & Z 2 o e | et ———
d) ML s Mg 9) weduce the size of its plant to
: %) ’,,/ cits the WL {’,l” below :';WE?’ Tixed costs,
3 D} 1S ™ e
LTy stdyrmnd - D) : ¢ The price of its product.
| &) Al of the l-’i’/-/" : ke,
. e OVE d) Continue to operate as long as ”!

- |} covers its variable cost L

O S ————

i SEQ

A perfectly competitive firm has
4 comtrolover

For a competitive firm, 107
42 | period normal price will

e ——

| | a) Equal AC and MC of production (

a) price
b) production as well as price b) Equal MC of production only
¢) Equal TC of production only ;

£) production, price and consumers
d) rone of the above d) None of these ' I y

I T — B— -
= LRt st 5 5 b R e
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TS product it
aats varable

siampme 3
CHIR ) "“:'\{‘l LUive

a mariet o of R
(n Tpeek) Tor Shtforemt
a‘\ AT Oﬂ‘f“'q'k‘\"._\‘

¥ > »®
ChONNESs

S
COSTS

Table

d) Rs. 8550

In the table marginal cost per
44 | unit that corresponds to 25
units of production is

a) Rs.350
b) Rs. 74
¢) Rs. 450
d) Rs, 370
 — ——

To I‘ﬂﬁlelZﬂ output, the firm
45 _
should produce

S

a) 30
b) 35
¢) 45
d) 50

MCA Mohnish Vora (MVSIR)

o —

T

iy +- e
20 | Z ' |
1 . w { !
1000 | | | }
e I A
0
20
.LI_ i —
45 4550
50 5970 l
When production is 35 units, the If the market price drops
43 | average variable cost s a6 from Rs. 100 to Rs. 74, the |
: firm short run response should | |
be:. _ -
a) Rs.7.25
f)) gss ;gg? a) Continue to produce the same
R number of units as before the drop

in price
b) Produce 10 units
¢) Produce 20 units
d) Produce 25 units

MTP Nov 22, AQ.
An industry comprised of a very
large  number  of sellers
47 | producing @ standardized
product is known as ;
a) Monopolistic competition

b) Oligopoly
¢) Pure monopoly_
d) Pure competition

e ——

|

ﬂ B
mvsir.in



Variable Fixed

Chapter 4 - MEANING AND TYPES OF MARI(ETS

Use following table 1o andwer questions 48-51
A firm operating in perfect competition sells as much as of its products it ¢
at a market price of Re. 100 per unit, It Fixed cost is R, 300 and ity i
' different levels of production are shown in the above table,

|

0o,
Variable ¢og4 f:';"*
r

Total

i Cost Cost Cost

[ "

| e ~

[ 10 470 W

lf 15 700 i s |

[ S T : 1 T |

o A A S
30 1850 | " N M |

f 35 2520 e |
40 3400 B
45 4530

[ s ] s

the average cost is:

48 When production is 40 gr’nifsf

%
i

a) Rs.4.40
b) Rs. 7.50
c) Rs. 85

d) Rs. 92.50

s :
| units of production is:

a) Rs, 22
b) Rs, 85
c) Rs, 176
d) Rs. 880

T T E—

P — i

| If the market price drops from ||
| Rs, 100 to Rs. 56 per unit, the
| firm's short run response should ||

a) Shut down

b) Produce 5 units

¢) Produce 20 units

d) Continue to produce the same
number of units as before the drop
in price

AQ.

m—

| For a purely competitive firm
tal revenue
s

M. cA Mohnish Vora (MvaTD:

a) is price times quantity sold. v
b) increases by a constant absol
' amount as output expands.
1‘3 égf.l'fé ¢) graphs as a straight upsloping line
¢) 35 units from the origin. o
d) 50 units d) has all of the above characte
cnmE

m\lSir-in
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MTP Dec 22, A.Q.

A purely competitive seller's
average revenue curve coincides

with

MTP Mar 21

57 | The  condition  for pu_r'eg_
competition to be fulfilled are -

its marginal revenue curve only
b) its demand curve only
both its demand & marginal revenue

curves
Neither demand nor  marginal

revenue curve

a) large numbers of buyers and sellers

b) products are homogeneous

c¢) firms are free from entry and exit
from the market

d) all the above

[ AQ.

54 | point (normal profit position)
where, :

A firm reaches a break-even

a) Marginal revenue curve cuts the
horizontal axis.

b) Marginal cost curve intersects the
average variable cost curve.

¢) Total revenue equals total variable
cost.

d) Totai revenue cnd total cest are

equal.

z). both (a) and (b)

a) large nut ber' of buyer and seller,
free entry and exist
b) homogeneous product

). large number of buyer and seller,
product, perfect

a) Monopoly
b) Perfect Competition
¢) Monopolistic Competition

d) Oligopoly

a) Monopoly
b) Perfect Competition
¢) Monopolistic Compefition

d) Oligopoly

o "
i T T —




Chapter

E
b) TRy1¢
) TRe TVE

d) none of these

MEANING AND TYPES OF MARKETS

s — ]
. | In the long run, normal profits
66 | are included in the — Curve,

a) LAC
b) LMC
c) AFC
d) SA

L R A

og Pcrf.c? comptﬂﬂon
Monopoly
eg Oligopoly

| 4) Monopolistic competition

MTP Aug 18, Mar 19, MTP Oct 13

Which  of  the fo|lm
statements is correct?

67

i)

a) Monopolist can earn only profits

b) Firms in a perfectly competitive
market are price maker

¢) Industry in a perfectly competitive
market is a price taker

d) AR curve and demand curve are
same

—d

a) Advertise to increase the demand
for their products,

b) Do not advertise because most
advertising is harmful for the
society,

¢) Do not advertise because they can

sell as much as fhey wanf at the

current price,

d) Who advertise v gﬁ' more profits

than ﬂm

MTP Apr 19

-

Under which market structure,
68 | the control of firm over price is
nil?

Monopoly :
| b) Monopoﬂsﬂc competition
ot compefition.

a) Perfect competition

b) Monopoly

¢) Oligopoly

d) Monopolistic Competition

' MTP,’"Ma' 19

| _c) Buyer

A condition needed for a

perfectly competitive mdus'rrv
?1’6 ¢xist Fs mpﬂ 5 |

a) Buyers are able to influence the |
price of the commodity :
) Any units of commodity are |
considered by buyers to be !
different |

discriminates in  their

! ymhasas based on non-price
ere no obstacles to the free
o# Wm

R

mysir.in
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MTP Mar 18

MTP Apr 19

71 profi? at the output level
where:

a) Price equals marginal cost.

b) The slope of the firm's profit
function is equal to zero.

¢) Marginal revenue equals marginal
cost.

' d) All of the above.

MTP Oct 18

Which

72 correct?

of the following is

a) If marginal revenue is positive and
fdlling, total revenue will rise at a
decreasing rate.

b) Total revenue is equal To price fimes
the quantity sold.

¢) Under perfect competition, total

revenue is equal to marginal revenue

times the quantity sold.

d) All of the above

AQ

: traded in the stock
market depict characteristics A firm  under  perfect
et 74 C?"jPe?ific;n will be making
: minimum losses (in th
a) perfect competition run) at a point whére: bl
! b)\ O“ngc!‘*' :
| %0 Monopolistic Competition a) MC>MR
| d) Monopoly b) MR> MC
e aa—— c) MC=MR
. e MTP Oct 18 d) AC= AR
A competitive firm maximizes
Extra MCQ

Precious metals (gol ,r ilver,
75 platinum) : ( the
condition of . % |

2 b
=

a) Perfect competition

b) Oligopoly

¢) Monopolistic Competition
d) Monopoly

76 | average revenue of a firm, it

| When average cost is equal fo

gets

a) sub normal profit
b) normal profit

¢) abnormal profit
d) super profit

a) Downward sl_OPi"Q
b) Upward sloping
c) Horizontal
d) Vertical
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WRISRSRES—

MTP June 22 f T e

: short run supply curve of a Ha T —— L 3 Meq
- (wmw mmpevnf“,e fh‘m is % j Y"'l"‘ﬂ, PC fir mis b “—
a) That portion of the short run [ M -
n\m\gimﬂ cost curve that is above ‘ U ! : .} —
the average variable cost curve i ! 1
b) That portion of the short run J \ e
marginal cost curve that is above f 84 / {l 8¢
the average total cost ¢y rve P, £ - P
€) That portion of short run average o e =
total cost curve that is above the | ] a)
average variable cost curve I | b)
d) None of the above is correct 1] e)
------------- e — i J o ....,ﬁ__,_____,” "—7')“1‘”:;——_._ " d)
. MTP Mar 22 a) I‘nmn'r'lngu[;-;;“;:nmm“mm"“\i? J 7
go | In the Short run level of output | | | b) Earning sUper-normal profit | 2
‘ the firm at the optimum will be: / ;) Earning normal profit : || 8
a) Minimizing total losses RO ’ T;;B"--ﬂﬁ)iii—[he godye ‘
) Maximizing total profit & N T
¢) Either maximizing total profit op / G . MTP Dec 22| o)
minimizing total losses At'the best, or ppti 5 L] €)
/ ptimum, short. || :
d) None j)i‘rhe_s_i me l’ 85 ;;l:'l level of oquUT, the ffi_‘fm will | : é)
I MTP Mar 22 a) quimizing::’;;ir pr'ofi‘rm;m%‘-“ .
| Supply Schedule in q purely b)  minimizing total losses ,
81 competitive firm in the short run ¢) either maximizing totql profits op || 1
is determined by i minimizing total losses : 'l
; maximizi ' ' f | i
a) Marginal revenue LS et penionit ) ' a
i | B) Average revenue  PYQ June 22 | |
! | €) Marginal cost curve L 2
'] d) None of these Which of the following product ||
S 86 markef. s close to perfect | <)
f L R MCQ competition ? d)
{_ : :
In the short run, a perfect gg g;,b”e Phones
competitive firm can- L | &) Urensils P
s : ;
HE B ol ovofit d) Agricultural product | fo >
' | b) Earn super-normal profit i Lo f
S Lg:;es P Monopolistic Competition | g
d) Any of the above ICAT 5;:' il
A A B T S : Which of the following is not ¢
Mhen, firm., is..in, . long, .run 87 | characteristic of monopolistic ?)
| equilibrium in  perfect competition? b
| competition, which of following is Sl )
S 5 m‘ tm T e b hidees R { C)
S : a) Ease of entry into the industry )
a) AC=MR b) Product differentiation. s _ '
b) TR=TC : ¢) A relatively large number of sellers: e Lo
| ¢) firm will earn supernormal profit d) A homogeneous product
d) None of these —
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——
—

~ Extra MCQ

of  Monopolistic

o case
In  the less

Compgfi?ion-

88
| demand curve will be

'aiffei*éh?iafed - the product is
from its competitors, the

Less elastic
More elastic
More steeper
3 None of the above

a)

| industry i
described as

a) perfectly competitive.

b) monopolistic.

¢) monopolistically competitive.
d) oligopolistic

a) in monopolistic competition,- firms
can differentiate their products.

b) in perfect competition, firms can
differentiate their products.

<)
into the ind

competition, entry

justry is blocked.
d) in monopolistic competition, there
are relatively few barriers fo entfry.

e s —

ICAI sm

Suppose that the demand curve

d)

92 | for the XYZ Co. slopes downward

_ and fo the right. We can
conclude That

a) the firm operates in a perfectly

competitive market.
the firm can sell all that it wants to
at the established market price.
the XYZ Co. is not a price-taker in
the market because it must lower
price to sell additional units of
output.

the XYZ Co. will not be able to
maximise profits because price and
revenue are subject to change.

AQ.

- Monopoly but not competition
) Monopoly and competitien

with
features of competition
predominating

Monopoly and competition with
features of monopoly predominating

None of the above

S

more significant the barriers to

entering the industry.
reater the degree of product

differentiation. :

larger the number of competitors.

smaller the number of competitors




MTP Apr 21

The dilemma

[—/’7 faced by a
Fu, [

Monopolistic is setting .

a) Price

¢) Bothaandb

b) Output
/ d) Eitheraorb

Chapter 4 - MEANING AND TYPES OF MARKETg

MTP Mar 37
Average x'e\cnucm
elastic under

monopolisti.
FOlisHic

competition than monopoly due:

to

’ a) low degree of governmental ¢ Ntro
J : -

L™ &
lack of close substitute

’ II c) availabilit of close substitute
——— || d) none of these
[ d)
‘ ATP Oct 21 |
Monopolistic Competition theor Co 1 ]
97 : : Y A Monopolistic Competitive firm |
L architect was : 102 e T |
. ——
a) Roden a) Because it has no control over price |
b) Marx 1 of its product. ‘ |
¢) JR Hicks | b) To lower its cost of production
d) Chamberlin | ¢) To increase its sales and profits ;
d) Because it cannot raise price of its |
product 1
MTP Apr 21 e
o8 ! Which  markets form  has | = PYQ June 22 Mm
| features of selling cost : i ; \ R
: 103 ! Product differentiation is the
a) Oligopoly |
b) Monopolistic Competition
c) Monopoly

d) None of these

. MTP Mar 21

most important feature of: ’
a) Monopolistic Competition “
|
|
|
|

Which as not the characteristics

> of monopolistic competition:

a) Large number of sellers
b) homogeneous Product

¢) freedom of entry and exit
d) non price discrimination

MTP Mar 21
| The  Price elasticity  for z
P Monopolistic Firm is :
a) el
b) e<1

!
c) e=l j
d) none of these !

‘V‘ CA Mohnish Vorq (MVSIR)

b) Monopoly
¢) Oligopoly
d) Perfect Competition
MTP Mar 19
104 | Soap indusiry is an example of:
a) Oligopoly

b) Perfect competition !
¢) Monopolistic competition :

d) Monopoly .
MTP Mar 19
Excess Capacity is the
105 | essential characteristic of the
firm in the market form of:

a) Monopoly

b) Perfect competition

¢) Monopolistic competition
d) Oligopoly |
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MTP Oct 18

Under which market condition,
h the firms earn normal
n the long run, there is

its i
5:5;5 excess capacity with

them

% a) Perfecf;ompe‘tmon
[ p) Monopo
| o) Oligopoly

d) Monopolistic competition

e MTP Aug 18

The sale of branded articles is
107 | common in a situation of

g) Excess capacity

b) Monopolistic competition
¢) Monopoly

d) Pure competition

S

e

MTP Oct 19, ICAT SM

m_ are similar but not identical i
known as

A market structure in which
many firms seil products that

a) monopolistic competition
b) monopoly
¢) perfect competition

d) oligopoly

ICAI SM

racteristic of a
; g nopolistically compefitive
el ] s."’;: (L ? E

a) Free entry and exit
b) Abnormal profits in the long run
) Many sellers

the following is ot a

__dl Differentiated products |

"

e ~ MTP Mar 21
Demand Cu__ﬁve SRS
monopolistic competitionis-

a) infinitely elastic

b) downward  sloping
inelastic

¢) downward sloping and more elastic
demand curve.

d) none of these.

and

highly

112 |

| differentiated p

a) A hamburger
b) A shirt

c) Anautomobile . 7 ¢
d) All of the above -

a) Firm face a perfectly elastic
demand for its product

b) Does not face a perfectly elastic
demand for its product

¢) Cannot be determined

d) None of these

a) always
b) never
c) sometimes
d) cannot say.
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Chapter 4 - MEANING AND TYPES OF MARKETS

MTP Aug 18, SEQ

A .Q'o

Twhich of the following
statements about price and
’marg'imi cost in competitive and
| monopolized markets is true?

1f a monopolist could perfectly
discriminate the which of the
following statements would be
true?

130

In competitive markets, price

equals marginal cost; in monopolized
markets, price equals marginal cost,

b) In competitive markets, price
exceeds marginal cost; in
monopolized markets, price exceeds
marginal cost.

¢) In competitive markets, price
equals marginal cost; in monopolized
markets, price exceeds marginal
cost.

d) In competitive markets, price
exceeds  marginal cost; in
monopolized markets, price equals
marginal cost.

MTP Dec 22, SEQ

In long rur equifibrium the pure
127 | monopolist can make pure profit
because of 1

a) Blocked entry

b) The high price he charges

¢) The low LAC costs

d) Advertising

128 | 1 _

a) MR curve cannot be defined

b) AR curve cannot be defined

¢) the short run supply curve cannot
be defined

d) none of the above

ik i
The stronger the barrier 10 entry,
the more elastic is the monopolist's

a) Every increment of the goods would

be priced separafely so as to

capture the entire consumer

surplus.

b) Every increment of the goods would
be priced evenly.

¢) 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.

AQ.

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

131

3. Monopoly form of market or
~ organization may be the
 result of control over the

- supply of raw materials

~ Monopoly form of market or
organization may be the
result of control over the
mand of raw materials

b) 2 only
c) 1&3only
d) 4only
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Chapter 4 - MEANING AND TYPES OF MARKETg

AQ.

a3 | Be’eéuse-fhé monopolist's demand
92 | curve is down sloping

a) Marginal revenue equals price.

b) Price must be lowered to sell more
output.

¢) The elasticity coefficient will
increase as price lowered.

d) Its supply curve will also be
downsloping.

MTP Apr 21:‘
In the absence of competis. |
the monopolist: PETition %

a) The monopolist need nof—m.
the optimal level il
b) Produce at the optimal level

MTP Apr 21

onopoly
a) P>MC
b) P<MC
). P=NMC

d) None of these

a) Zero
b) High
¢) Infinity

d) None of these

¢) Eitheraorb
MTP Mar 21

d) None of these
Dynamic fare charged by Indiq, |

Sk railways is an example of

a) pure monopoly

b) discriminating monopoly
c) perfect competition

d) none of these

| B

MTP Mar 21
1-40,:‘2 ;!;lhe firm and industry cre same ||
S ,\ ! s
a) duopoly

b) monopoly
¢) perfect competition
d) none of these

s

a) Zero

b) Very small
¢) High

d) Either (a)or (b)
T

a) Losses
'b; Profit }
d) None of ﬂ!es:m et

W CA Mohnish Vora (M‘fsmg |

MTP Mar 21 ||

141 monopolist is :

a) u shaped

b) inverted u shaped
¢) downward sloping
d) none of these

| normal profits?

a) Monopolistic competition
b) Perfect competition
c) Oligopoly

0 The shape of TR curve of the ‘.

4___.-—--—"|‘
MTP Apr19 |
L ——

In the iong run under which
| market a firm may earn SUPe’ |

R
T ——— T I

Monopoly




| r’_’,_—'

A monopolist is able to maximize
his profits when:

) His output S iy

) He charges high price -

) His average cost 1S minimum

His marginal cost is equal to
marginal revenue

G on

)

MTP Mar 19

MTP

ov 22, MTP

May 20, ICAT SM

Price
147

of demand

markets is:

2 discrimination
Profitable only if the elasticity

will be

in different sub-

a) Uniform
b) different
c) Less

d) Zero

MR curve under Monopoly lies
between AR and Y - axis
because, the rate of decline
of the MR is

144

a) Just half of the rate of decline of
AR

b) Just equal to the rate of decline of
AR

¢) Just triple the rate of decline of
the average revenue

d) Just double the rate of decline of
the average revenue

a) monopolistic compet

b) monopoly

Q) perfect competition | <

ition

d) oligopoly i

A monopolist who is se

two markets in which de

145

b) second
discrimination

a) first degree of price discrimination
degree

of price

not identical will b
maximize his profi

d)

Sells below costs of production in
both markets

Practices price discrimination.
Equates the volume of sales in both
markets.

Equates costs  with

marginal
market only

marginal revenue in one

¢) third degree of price discrimination

d) none of the above

They restrict the output 10 keep
the price higher than under perfect
competition.

L

a) first degree of price discrimination

b) second degree
discrimination
¢) third degree o

d) none of the above

of

f price discrimination

price

g lne f the purchase
ncome
n_,;.. of the above

mvsir.in

Notes




MEANING AND TYPES OF MARKeT

SEQ
— T
154 Price discrimination is a situation
“ when a producer '

/ a) Charges different
different markets

b) Charges same price {

i

prices  jp

¢) Charges many prices ;
d) All of the above ’

_ o Bdrameq
Famify':fpdék-ﬁgf SOc'izp;s"-f:.b;,r!-'lﬁ '. '
fends fo cost less per
lller packs. Thiscaseof .
a) First degree of price discrimination
b) Second degree of price
discrimination

¢) Third degree of Price discrimination

155

e — m*-ﬁ—-m*‘-‘*-‘**“‘m“‘ﬂ&;\
o iar 18, 5EQ | | & 3
f,ﬁiﬁ AL SM, MTP Bt Lonro Which of fhe_ foifowinm
| L s ot chrimmah following essential  condition for Price | |
/ ;_ﬂ",-‘" under the discrimination? |
! | harket form: Choose the correct answe Using
/ flay Competition the codes given below:
:‘} a) pe.-fccfry 1. Existence of two op More
!- b) Mon:P:“sm than twe markets :
) g,n?;ogafy 2. Full control over the Supply
[ ] d) o7 13 Communication
{ I SM i ' o Tween
/r ICA buyers in different Sectong
Price varies by attributes such of the monopolist's Lty
/ as location or by Customer " Ex;sfehce o S ferent
193 | Segment is __ degree of Price Sty o Ceogd iy
= 9 s different markets -
iscr : 5. No Possibility of 'rfes;elifhg all
/| a) First commodityat a highep price | |
!f 8 Serond : in anather market. '
[ FEEET
| b).2,3 4 &5
c) 3,445
d) 1,2,445

—

158
a) Producer sells a g

pecific com

the same price
b) Producer sells specific com
or service to different buy

tWo or more different Prices
difference in cost

¢) Producer sells a g

reasons hot

associate
difference in cost

MTP Mar 19
1 Pﬁi'c;q: discriminaﬂoh oceurs whe

or service to different buyers for ||

modity

pecific commodity
or service to different buyers at ||
Two or more different prices for !

d) Producer under perfect competition

——

n.

modiTy

ers at
due to ||

with

industrial firm under monopoly
is :

| price discrimination

_ sells different goods to consumers | |
d) Fourth degree of price at different prices |
discrimination —
i - \
—— || Extra MCQ | |
SEQ — e i|
' : T = ‘ of
The demand curve facing an 159 | —— classified three degrees
156 L

a) horizontal straight line
indeterminate

¢) downward sloping

d) upward sloping

a) Alfred Marshall
b) Prof. Pigou
¢) Hicks & Allen

d) Adam Smith

‘M CA Maohnich \Van~ r00v10vnn




MTP Mar 21

P'ri-ce discrimination is possible

when e i

or should have some control over
et supply of the Product

. ed elasticity of the product
| b) Ehouid be different in different
Submar’ke"

seller should be able to divide his
market into two or more submarket

d) All of these

| r'/ MTP June 22
Consider  the  following
statements and select the
correct answer from the given
options.

Assertion (A): Although a
'| 161 [ monopolist can charge any
| price he likes, but does not
l‘ charge a higher price

| than his equilibrium price.

' Reason (R): Higher price
means fall in total revenue.

a) sell

e —
—

TP Mar 22

Will  reach  th

e et ——

A cartel which ig market sharing

e secenie emantnt

e monopoly

the correct explanation of (A)
b) Both (A) and (R) are true and (R) is
not the correct explanation of (A)
¢) (A)is true but (R) is false
d) (A)is false but (R) is true

|

l

l‘ a) Both (A) and (R) are true and (R) is
|

 MTP June 22

a) Demmand curve has a positive slope.
b) Demand curve has a negative slope.
¢) Monopolist incurs losses.

d) Monopolist is in equilibrium.

———

b) hfijmog"'nallr; product s
Always  when  th .
: : g blod
differentiated A e
C) Sometime
d) None of these
——————
MTP Oct 19
165 | A monopolist is a- ki
a)  Price maker
b) Pl"lce -quer-
¢)  Price adjuster
d)  None of the above
‘/f‘!

MTP Mar 22

Wi

for monopolist's product is:

166 | The price elasticity for demand

a) <l
b1
¢) =0

d) None of these

a) breaks even,

b) incurs a loss,

¢) makes a profit
d) any of the above,

~ MTP Nov 22

Zero economic profi
the monopolist

b) Production

is equa
Pr'ogucfion takes pla

9 Lin MC is equ
not below the

t is earned by

takes place where price
| to long run MC and AC

al to MR and price is
long run average cost.

f the above are correct

ce where long

I

SRS

mvsir.in

Notes
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Chapter 4 -

5 MTP Nov 22 | | _ Tcarsy
T are the | |
; H‘::m y except B | If firms in the toothpast,
s —_— | industry have the fonﬁwlnq
a) There (s a single u:hz;' ; | marke? shares, which  mary.S
, ' e take ; el o |
b) Thmé ff:::: il:ﬂ!:::: a unique product ‘g f;‘r uir,!‘;jr’ff .w:u!d best de icribe ||
;g The cmﬂzrn;m of some arlvw-f:amq e \nausTry

a) A standardized product

b) The goal of profit maximization

¢) The interdependence among firms
d) Downward-sloping demand curves

— | ,
R Extra MCQ | | Market share m(a/;kiff)
e Price under monopoly is higher
} Im ﬂnﬂ priaundcr_________,__ loothpaste 18.7
a) Perfect competition g e |
I" b; Monopolistic competition 174 || Dentipaste Vs B 14“1 i
¢) Oligopoly Shinik :
d) All of the above AN >hinlkright X 0 |
I can't believe its .,
, PYQ June 22 not toothpaste 94 ,=
Under  monopoly  market
il g g conditions, MR is than Brighter than 8.8
i ) fhe AR’ y white .
iese W et |
| {83 erecser Pestystuff i
¢) Equal .
d) Variable | .O‘rhers 29.8
| Oligopoly a) Perfect competition,
! | B) Monopolistic competition.
f i ; PR =1 | | ¢) Oligopoly
| iy d) Monopoly,
f L m;ich 7.5 following is
| 172 | distingu characteristic of
/ Lo L B SEQ, ICAI sM

The kinked demand curve model
of p_}ig@pqu’-’qss;:mes that

| faced by firms a) the response (of consumers) to a

"3 i ——— price increase is less than the
« MTP Oct 19, Oct 2 8 "0 TCAT response to a price decrease.

5 ARG 9__ 1 EQ'ICA15M b) the response (of consumers) to a

[ oL price increase is more than the
- Iy, 1 response to a price decrease.

173 ¢) the elasticity of demand is constant

regardless of whether price

i increases or decreases. i

: ALl d) the elasticity of demand |

8 g::s: :{i?d?:;puf Setemination perfectly elastic if price increases

¢) Price lecgldership and perfectly inelastic if price

d) Collusion among rivals, desreases.

P PSR S



B

| — e
T SEQ, MTP Oct 18, ICAT SM

|17

1a) perfec'rly competitive.

|1 d) oligopolistic

| I :

————

SEQ, ICAT SM

ot~ characteristic not typical of
mfopolisﬁc industry is

; hor;zonml demand curve.
much importance to non-price

;:we leadership. :
c% 5 small number of firms in the

industry

The structure of the cold drink
described as

b) monopolistic.
¢) monopolistically competitive.

ICAL SM

chapter 4 - MEANING AND Types of MARKET
: S

MTP Oct 21, Tcat o

‘m?en the products qre sold
A ough @ centralized bod
oligopoly is known ag i

a) organized oligo ol
b) partial oligop?:ol)'/) |
c) competitive oligopoly
d) syndicated oligopoly

- SEQ

1 Lf oligopolists engage in collusion
82 | and successfully form a cartel
the market outcome is .

% o
a) The same as if it were served by a
monhopoly

b) The same as if it were served by
competitive firms"*

c) Efficient  because
improves efficiency

d) Known as Nash equilibrium

cooperation

|| 178 | dominated by Draper, Stanley, |

I The markei for hand tools (such
as hammers and screwdrivers) is |

and Craftsman. This market is
best described as Lt

‘| @) Monopolistically competitive
‘| b) amonopoly

c) anoligopoly
d) perfectly competitive

Reliance Jio can be desc
part of which form fo

183 | p a
soabctpictures . o

a) Oligopoly
b) Monopoly
c¢) Duopoly
d) Perfect Competition

R " MPOct 2, ICAI SM

homogeneous
¢) unrelated

Mf the above

| Cﬁ'rfélé can be. f;_:'riﬁe"d--iq which
form of _marke’r}: " '

184

perfect competition

a)
b) Monopoly
c) OIJQOPOly
d) None of these

T ept of price rigidity in
The Concel:“odélpis related to




Chapter 4 - MEANING AND TYPES OF MARKeT

MTP Mar 21

= W

TP Mar 1
The price in collusive oligopoly isJ Kinked dem
m decided by: | 191 oligopoly market explut::: x b
ji a) firm | ] ] !
| b) price leader f [ @) Price and output determination ? A
| €) industry | | | b) Existence of very few firms in the ' g
[ @) none of these k3 market |
— E c) Price rigidity 196 | I
MTP Oct 19 IJ d) Price leadership :;
Homogeneous product are sold . o I
= s e
a)  Collusive oligopoly : e -
b)  Non-collusive oligopoly 192 | Oligopolistic industries ila) IT&
Perfect oligopoly < o | | b) JI.'IIIrS
Imperfect oligopoly a) are characterized by q relatively || % Z)) I&
2 large number of small firms.
MTP Oct 1 b) may produce either Standardizeq o || e
Which one of the following is dif ferentiated products. j ;
|| 188 | the best example of agreement ¢) always  produce differentiateq || ]‘ —
;‘ between oligopolists? products.
ig‘ AT d) always produce stan products.
/| b) OPEC — . a o
[| ) wTo > i _ MTPMar22| 197;
I = : 193 | in market is explained in which | s
j = Sy X = form of market: i '
f In k‘;fh“—'.h _-f _jﬁ%&-’fﬁbwing' a) Monopolistic Market 3
| Eirgo. s":;"‘er 5_’5} There, are few b) Perfect Competition
| i = e . :;) Oligopoly D ine
a) Perfect Competition
b) Monopoly e % i
c) Oligopoly 194 | In the kinke N "
d) Monopsony | Mmadels, the oligopolists |
, - : a) Recognize their interdependence
b) Do not collude
¢) Tend to keep prices constant
: d) All of the above

a) a few dominant firms and

substantial barriers to entry,

b) a few large firms and no ent

c) a large number of small firms and
no entry barriers. o '

~d) one dominant firm and low entry

barriers. j i

a) Monopoly
b) Perfect Competition
¢) Oligopoly

d) Monopohsﬁc competition ..

N CA Mohnish Vora (MVSIR)
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MTP Nov 22

S—

A point of 'Kink' in the kinked
demand curve indicates

I. Price rigidity

II. Quantity rigidity
III. Price flexibility

IV. Quantity flexibility

i B

| @) I &II are correct
[ b) II &IIT are correct
| ¢) III & IV are correct
| d) I&IVarecorrect

Chapter 4 - MEANING AND TYPES OF MARKETS

PYCQ Jure 22

Pure oligopoly occurs when

199

a) The product is homogeneous
b) The product is differentiated
¢) The industry is dominated by one |
large firm .a
d) The absence of price leadership l

-

MTP Noy 22

197

{ If a firm sells its output on a

market that is characterized by
few sellers and many buyers and |
limited long run resource
mobility, then the firmis® =

a) A monopolist

b) An oligopolist

¢) A perfect competitor

d) A monopolistic competitor

o PYQ June 22

The e_t&sticify of demand on
the upper segment of a
kinked demand curve wili be

a) Infinite

b) Equal to one

c) Greater than one
d) Less than one

Other Forms of Markef

PYQ June 22

' CA Mohnish Vora (

198 Price rigidity concept is .'"3!9??‘?".
to .

a) Duopoly

b) Monopoly

c) Oligopoly i

d) MO?%OPOHSTEC competition

MVSIR)

MTP Oct 19, Apr 21, ICAL SM

Combination of Monopoly Market
and Monopsony Market is called

201
: as: 5

L

a) Duopoly Market

b) Oligopoly Market

c) Bilateral Monopoly Market
d) Monopolistic Market

mvsir.in




E stions

S —————

a) There is imperfect rivalpy
competitors

among

AQ-

f R ———
| 202 | Imperfect competition arises
i when il

AQ

Marginal cost s equal 4,
marginal revenue, average cogy
is equal to average revenye,
average revenue is equaf
marginal revenue and average
cost is equal to marginal cogt.

b) There are unexplainable This is the condition of-
| Imperfections in the market 1. Long period equilibriym for
1 &) Competition does not exist a firm under ohgopoly
| | d) Product variation, ignorance of 204 2. Short period equilibriym
| consumers and  distance & for a firm under oligopoly
‘ transportation costs lead to 3. Long period equilibrium
! Imperfection in the competitive 4. Long beriod equi’fiﬁyriun_;: i
;‘ market which operates on certain a firm under perfect
: assumptions, competition p
| p—— J 5. Short: period” equilibriym
j A.Q. f for a firm under perfect
! mpetition
Match List T with List IT and | LN
Ii choose the correct answer J : :
| using the codes given below, a) 145 only
! f b) 3 &4 only
5' { ™ || c) 3&1only
, Perfect competition ' d) 2only iy
;[ Imperfect
f B competition ! AQ
1 Oligopoly ’
! Price is
| Monopoly
| 203
. Differentiated G| Hlighest
product b Second highest
Homogeneous or c Third highest
r s
f differentiated et ] WS RIGNE
; products Fourth highest

Homogenous produyct

—

Sharply
differentiated
products

Monopoly

i, Oligopoly

Monopolistic
Competition

N €A Mohnish Vorg (MVSIR)

(A)

(B) ITT IT IV

@ 1 av. | o e e

b g pry e

© ] o
——e e LT

\& ———

a) i-d, jj-c, ili-b, iv-q
i-q, li-b, iii-c, jy-d
c) id, ii-a, iii-c, iy-p
I-a, ii-c, iji-b, jy-d

mucin in

e e G |




MTP Apr 21

which  of the  following
statement is correct?

209

In Imperfect competition:

a) An industry consists of many firms.

b) Price rigidity is an important

feature of monopoly.

¢) Under perfect competition factors
of production do not move freely

d) Selling cost are possible under
perfect compefition.

a) Excess capacity always exists

b) Excess capacity never exists

¢) Excess capacity may or may not
exist

d) None of the above

| Cinema Halls, Telephone bills

207 efc.are following

a) Differential Pricing *
b) Full cost pr'ig;‘,ing/

¢) Marginal CosTPr'lcmg

L If the morke‘l’ ! e i
o | Tl @ commg&‘ﬁv has a |
- 210 | negative | slope  then the | |
: market structure must be: ‘5
a) Perfect competition
b) Monopoly
¢) Imperfect competition
d) The market structure cannot be
determined as the information is
insufficient i
AQ

d) None of these

L e e

| pemand curveis

i Horizontal

ii. Kinked

iii. Downward sloping

e R MOMW‘?




The followiry Table provides we? e price

Cushiong (CC) The frm produces ond S€is =2
| epapmert byt can charge the level of wpats
| Toble ornd oromer guestiors 212-218

SUCh

r‘m"ﬁ’_““_’*’.- "‘lV Q £ 1

Shons

- y |
2 labour and materials p, Pl |
Qars Ve,ad ﬂ"ﬁe {

using a fixed amount of
it |

TP War 18

212

What is the value of fixed

MTP Mar 18

: at is the marginal revense
| (per unit) when production |

'| a) Rs, 218

cost incurred by CC2 ; 214 | Fe e

- 5 i i rom units to 8
a) Rs 252 | %
b) Rs. 730 a) 160
¢) Rs 500 b} 140
d) cannot be determired | c) 120
L d) 100

MTP Mar 12 MTP Mar 18

4-_-_—-___-‘

213 m s the overage total What is the marginal cost W&l

1 when 5 wuts are 215 proé.ictimincreusefmmﬂﬁ‘?

____’.—-/
b) Rs. 1090 | | &) 10
¢) Rs, 730 | |b) 80
d) ks 210 3 5.

(MVSIR)

e "“W”‘”M”"*““*'"ﬂwmw ‘
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MTP Mar 18
maximize 1S profit or The ers
::n,m.zg its loss, what level of ezl ,m_;udew
production should CC choose?
3 i Consumers
7 units 111 b) Businesses
| b £ yruts k | €) Government
) 4 units | d) Allof the above
\ | d) B urits
T Tl PYQ June 22
\ o 1 Which of the following is
|
| |
o what price should be charged?
) Firms have to incur o good deal of
T r a) Rs.190 costs on advertising and other sales
| b) Rs. 200 1 1 | promotion measures in oligopoly
! | d) Rs. 220 b) A  monopolist always  earns
i - T supernormal profit
MTP Mar 18 ¢) Identicel products are not found in
T : Cal : 3 a competitive market
218 'iqfe CC's maxinusy profit d) Close substitufes are available
; or minimum loss.
i under monopoly
é a) Loss of Ps. 100 ,
i b) Loss of Rs. 60 223 Total profifs are maximized ‘
c) Profit of Rs. 90 when i
d) Loss of Rs. 90
s __ a) TRequals TC
ExdraMcQ | | | b) The TR curve and the TC curve are | |
— parallel ]
This type of oligopoly tends To c) TCexceeds TR
ow process row | || d) TR exceeds TC 1

219

a) Open Oligopoly
b) Collusive Oligopoly
¢) Pure Oligoply

d B || FultOfigoply ]
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M
The term business cycle refers
to

the ups &
commodlfles

and downs in production of

[b the fluctuating levels of economic

activity over a period of time
dec|in€ in economic activities over
pro|0”93d period of time

[| d) increasing unemployment rate and

diminishing rate of savings

I TP Oct 19, Oct 20, ICAT sm

[T MTP Oct 20, Mar 21, ICAT SM | |

Which of the following best |

describes a typical business

cycle?

a) Economic expansions are followed by
economic contractions.

b) Inflation is followed by
income and unemployment.

¢) Economic expansions are followed by
economic growth and development.

d) Stagflation is  followed
inflationary economic growth.

rising

by

MTP May 20, ICAT Spm

5 | The lowest point in the business
cycle is referred to as the

a) Expansion.

Phases of Business Cycles |

) Boom,
¢) Peak.
d) Trough
MTP Mar 18
During 1920s, UK saw rapid
growth in GDP, production levels
and  living standards. The
6 | economic growth also caused an
unprecedented rise  in stock
rnfur'ka‘r values. This is an example
o7,
a) Boom
b) Recession
c) Contraction
d) Trough
AQ |
o . - e
7 Cost of living increases when
business cycle is ____
a) at peak
b) contracting
¢) expanding
d) at lowest point

MTP Apr 19, Apr 21, Nov 22, ICAL SM

The four phases of the business
cycleare

a) expansion,

peak, contraction and

trough
contraction, expansion, trough and

boom

c¢) Expansion, contraction, peak, and

trough
i peak, depression, bust, and boom
[r— __._’__._-—-—-'—
. ICALSM

a) do not have the sa

b) expansion phas

ﬁe length and
severity

than ten years

[The dfferent phoses °f ¢
_ 4o i

e always last moré

s and are Qifﬁcﬂ“' e

MTP Oct 20, Apr 21, ICAL SM

Which of the following does not
8 | occur during an expansion?

Consumer purchases of all types of

a)
goods tend to increase.

b) Employment increases as demand
for labour rises. :

¢) Business profits and business

confidence tend to increase
None of the above.

d)
3 .
- MTP Aug 18, Mar 19, SEQ
T When . goareaeie. , Seanaiee
X\g‘:rity is increasing, rthe 7
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Chapter 8§ - BUSINESS CYOLES

__ . 4 s i | T
o 7 i | Wihen AYYrEJ e DT
DUrING an upturn in the business 19 1 aehivity is deciinimg Yhe oromee.
oo | Sk the megative *‘“"Ru* ™p s said 1 be in
10| dees moy bacome much more i : i
P ] hegative than v was. This is | | ¢ —d
s e | ! . q\ KR LY ' Ll
because of the fact that Bra i
| O GaR & 1 .
.I. Y | \.\ ' .,‘ 4 i
[] 0 Capacity increases because of the L
! rise in investment - —— -
b) Cxpenditure decreases because of MTP May 20. Mar IR TCAT S
f the rise in the interest rate e ] T T |
! €) The government lowers the taxes | 15 | Ecomomic recession shares i o
! during an upturn ¥ | these characteristics ecert
ﬁ ("’ i ﬂhﬂlﬂ‘ pf‘ﬂdlh'h\ I dr‘\'l‘:‘\\:ﬁ.‘.\‘ g ""_Lﬁ" TRy | Ao i
| during upturn | |
H 11l &) E the  laauank ~ - !
J | Q < € EVES - ;
| employmant 3
‘f A0 ‘: | b) Incomes of Wagez and mterest
e i f carnars gradually decline MPESO™mMg n
{11 decreased demand for opods

11 | During business cycles  the |
opposite of a trough is .

} services
o | ( artacted and rew ir VESTMENTS mo
|

Cj Investo conTigence & QoD

not be forthcoming

a) an inflation A’ |

b) a hyperinflation to increased demar

¢) atrend |1
d) a peak |

d) Increase in the or
-

MR Apr 21

| MTP Mar 18 May 20, TCAT sm A vise in sole of which type of
16 | good is expected in the case of
recession:
a) Luxury
|| b) Necessity
a) business cycle '| ¢) Inferior
b) contraction phase '| d) Normal
¢) Recession ’
d) recovery
1 ICAI SM
- i
. _ ICAL oM The trough of a business cycle
~ recession, the 17 | occurs  when hits its
| unes *q)?mzm pate . and lowest point.

Rises: falls a) inflation in the economy

Rises; rises b) the money supply
Falls; rises ¢) aggregate economic activity
Falls; falls. d) the unemployment rate

mvsir.in
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Chapter 5 - BUSINESS CYCLES

- et

7P Apr 19, Oct 20, ICAL SM | PyQ June 22 |
s and  frought of the 23 | A typical feature of depression
‘ | pusiness  Oycle  ore known is in the interest rate. E
| coliectively oS : . |
e a) Rise 1
b gt Ty | b) Constant }
% mg porTS s c) Fall .
"”:’-;.:'i :‘-.Si Eevenits i d) Irlflr‘lw 1|
\
PY 2o |
WTP June 22 QiFesl
_ Which of the following ||
Yo Shar @| sictement is correct for a |
stage of expa business cycle? : i
L we——— a) A typical feature of depression is !
b 3:: ’5’ A | 1 the rise in the interest rafe
R it | || B) A typical feature of depression is | |
d) Nome of The GOOW , the constant interest rate |
T == ; | | €) Recession is the severe from of k
WMTP June 22 | ~ depression
" During business cycles T 1‘ d) Depression is the severe from of
et i opposite of c peak is Mt | recession
gj an wfichon ’; | ak > PYQ June 22
< Frs s i “ | Actual demand stagnates in
<A o [¥25 | which of the following stage of a |
i i business cycle? e
$TP Nov 22, MTPJune 22 a) Expansion
— b) Peak
21 | Decrease in irput demand - ¢) Contraction
i d) Recovery
g) Doesr't offect npuis prices 0 PYQ‘ﬁ'u‘riéZZ
b) Pushes inputs prices up
¢) Pulis inputs prices down In which stage of the business
d) Erther(B)or (O | 26 | cycle involuntary unemployment
——— 1 | is almost zero? T
pyQ June 22 a) Expansion
e | | b) Peak
! i< Contraction
; phase of business | | d) Recovery
characteristics | |
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Chapter 5 - BUSINESS CYCLEs

Characteristics of Business
Cycles ' Which

of falloq}(g;“

statements is correct?
R MTP May 20, ICAL SM a) The business cycle largely r}ffP(;;
ool | the agricultural sector
be Imfiﬁveﬂesfoﬂwfm ?Nr‘;inee);sl" cycl; b) The business cycle largely affects
small employees
v s c) The business cycle generally af fects
w all sectors of economy but business
| @) Durable goods and service sectors. i
N sector in particular.
. ;iii»awabie e service d) The business cycle affects low
tors.
| €) Capital goods and non-durable goods wages workers L] |
: sectors. : ;_'Q_“I
fd) Capital goods and durable goods o Pn i
! sectors. ' Which of the following ||
32 | statements is correct regarding ||
ICAT sm | | business cycles? '
3 o | a) Business cycles always affect ql
Which of_ﬂ'fe following is not a | sectors uniformly.
29 | characteristic  of  business || b) Business cycles may affect |
cycles? sectors uniformly.
c) Business cycles do not affect qll
tors unifermly. !
a) Business cycies have  serious d) iicn ; Zfiﬂr?\e;; A
consequences on the well-being of | |
the society. l AQ. ||
b) Business cycles occur periodically,
although they do not exhibit the | — sectfor is more prone to the
same regularity. | 33 | adverse effects of the business
€) Business cycles _have uniform cycle .
characteristics and causes, | 7 Y
d) Business cycles are contagious and | 9 Agriculture
unpredictable. || b) Service
' | ¢) Industrial
i d) Can't say
ICAT SM ||
' MTP Oct 20
: 4
; Business cycle generally originate -
|| 30 | in free market economies what | | 34 | Which  of the following
| i a free market gg;ommy? . _ statements is correct?
a) “‘Ew"_ﬂoﬂv where government is in a) Business cycles occur periodically
b) pOSSESSIDﬂOfm‘lOfGSSC?S a"fhough fhey do not exhibit the
Irzfomf"” where private firms Same regularity.
¢) The eco"r':w asws;fe: ici b) Business cycles have distinct phases
g e decisions of of expansion, peak, contraction and
Productions are t ’
sector undertaki by public ‘rr'oggh_
d) The economy “fﬁere P c) ?usmess cycles generally originate in
controlled by governm | is ree market economies
- e d) All of the aboye
— \

- \ i
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Chapter 5 - BUSINESS CYCLES

oo MTP Mar 18 |
which

PYGQ June 22 }

if Of f l*h?- following e —
; statements is false with respect :
J to Business Cycles: g 39 Which of the following is not
: . correct about the business
) They occur periodically. cycles ?
b) They genemliy originate in free e
" market economies.
¢) Theyare international in character. a) Business cycles have distinct phase
d) They do not affect capitalist of expansion, peak, contraction and
economies. trough
| | b) Busingss cycles generally originate
|  MTP Nov 22, MTP June 22 in capitalist economies

¢) Business cycles are contagious and

Differs 1' tie are internal in character
S D‘l_ff_er‘an i?:sun;j:mmnc‘fclej d) All sectors of the economy are
intensity . 2 adversely  affected in~ equadl
s proportion
a) differ :
) e PYQ June 22
¢) consistent e B QJ””‘" f
sy 40 | Which'  of  the following ||
_sTa’re’rﬁenT iscorrect? .
SRdueeal | by, g
= — & a) No economy follows a perfectly
- | Repercussions of  business timed cycle _
37 cyc_les o = ‘f:.é: &0'.’1; b) E\;z'r;omy follows a perfectly fimed |
n't?_.nir‘b(.‘all gconomlc var‘lbf ' ¢) Most of the economy follows a

perfectly timed cycle
Capitalist ~ economy  follow a

lternativel & 9
a) alternatively perfectly timed cycle

b) simultaneously
c) onebyone .
d) All of the above

R

Indicators of Business Cycles

 MTP June 22 |
s o e nlino) e |
, : o in 1
o sfcn.‘ements 2 gomd- r.e:g”ar_ : | Economists use changes in a
b_usmess cycleS. . e | variety of activities o measure
R A1 | the business cycle and fo arecénc;
e ae the economy (s heade
o) Business cycles are confagio® e || | :,:I:ards.is called-
international in character- Lty e -
b) Business cycles begin ' gne country | | IR
and spread 1o other coun i
| in
 through trade r;elam:;\m serious | | | @ [I—:ﬁiézgor ;
£) Buginess 'Cycofwell being of the E; Lagging Indicafors
- & : d) None of these
—
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&) A Gl ktiake selibion 1o cheek the
e wf Bewiminy
B Tndhieatore ehawing 1he meosimsnd of
LA
€) Bame aetivitiee which jredicl ihe
e Hon sl eemniimy
@) et an ieien

MW tme B MATH Mar 1

: "ﬂ\l HERIE EM of Inidinkss
| eyele e predicted by

W t&wme Einedie e
B) Leading Indieator
) Ceineiden

d) Al of the alove

’ 'MW Mar 272
: ’mﬂd that émhqs af fer m{f |
| output change are |
n; Ib«ﬁllnu Indumm
B) Lagging Indicator

¢) Concurrent Indicator
d) None of these

1eAt

e isr% 9;.

a) a that tends t6 move along
th level of economic activity

b) & variable that tends 1o mave in
advance of aggregate Economic
activity

¢) a varigble fhat tends 10

consequent  on the level

1€ economic activity
{[ d) None of the above

mave
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m&h
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80 | variable in The iwdes of lessing
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G) Mew corsomer qoss o rs

k) Delayed delveries
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d) Prime rate
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T match List T with List IT and
choose the correct answer using
the codes given below.

Chapter 5 - BUSINESS cYCLES

54 simultaneously with the business

A indicator which oceur

cycle movements is-

a. Leading indicator a)  Lagging indicator
b; Coincident indicator
b. Lagging indicator ¢)  Leading indicator
p s d)  None of these
52 c. Coincident indicator —

PVQ:.&_' une 22

55

Which of .'I'he_, followmg is an
~ example of a leading indicator ?

I Industrial production
IT. Changes in stock price
T Corporate profit

a) Changes in stock prices |
b) Changes in unemployment rate

c) Changes.in GDP
d) Change in ccmmercial lending

| The'government and industry fry.
53 | o predict the business ’cyc.lg;:b}f._.
‘using indicators, These are:

a) variable that can egplain the growth
: of production capacity. s
f i that precede the d

|| b) Variables that p S menditure s

movements in

(A) T el
(B) II SRk 0! Qe 22
©) III II N e

: -__'Coiﬁclidénf:-" . éco_ﬁomic-- '_indicdtors
(0) : Lis I are also called as which of the

a) Leading indicators
b) Concurrent indicators
¢) Headed indicafors
d) Capacity indicafors

[EEte e e
T oY@ Tk 22

e vrbles_thrchore
., | ofter the real oufpuf changes
| are calledias o

Lagging indicators
(l;)) Legﬂing indicators
c) Concurrent indicafors
d) Coincident indicafors

‘ roduction. ; -
<) ITJ'he expenditure ca'rego:nes £
consumption, investmen
expomers-r"s' ian indications
ic and foreign !
2 r?:laﬁng to the business cycle @
‘the tendency

mvsir.in
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: r-‘\'gvrgs— T —— - - L - Rt (| ool k $
Spengng o o and  SogregaTe Y Ehue
demard s fa g
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BMIP Aor 21 e,
: gemand :
59 Tmnowction “heorv = oromoorces . | -
' A = UETUCTIONS 4 spenaing ‘
g} Schumpeier
5) 3 alkdor ;
j Nichoies Kaoid _— . : |

c tie«f'e.

A Al oo MTP Dec 22 AQ. |
d) Nore of these ; o] '
e e A ——— - !
ESE 1 i
¥ ) | ‘

According to British economist |
_—— ' 3 ~3 - | |
MIP May 20, Apr 2% T St J. M. Keyres was the main | 1

== oause of massive dechne in

rcome ang employment during

|
|
TN |
|
|

TSGR R
ST Jepression af LYl
— 1

& ~OWEm aQgregate expengiture in Te

SComo) :
- "-—- .- - - »
- e KNG C™iSes and low money SUpply

* .
- R
~ WL AL i

] < COWEr DrotiTs & pess S
NP Mo 21 | =

4

TP Oct 20, May 20, Mor 2l

L&

rQde |

5 § According to Howtrey
e isae

b mazrr

sssmitsessia

-

mometery Phenomenon
umplarmed Phemomenon

Frgrond o
A -hf“\‘*{ N

all the above
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i
in the system
Waves of optimism o
e
pessimism
66 Fluctuations in
|
W agqgreqate effective !
|
demand |
|
|
|
|
a Schumpeter ‘

Chapter 5 - BUSINESS CYCLES

AQ
W!aumm.“ eycles oceur du:
10

Changes
supply

Money

-
Innovations take ||i.||' -

b Keynes

c Hawtrey

d AC Pigou

a)

i-d, ti=¢, lii-b, iv-a

b) i-a, ii-b, iii-c, iv-d
¢) i-d, ii-a, ii-c, iv-b
d) i-c, ii-a, iii-d, iv-b
o | TP Dec 22, AQ
67 | Post w&iﬁgdns?rucﬂon

. .
b)

¢)

$ -

will push the economy fo slow down
because of excess external debts

will cause pickup in economic
activities as the reconstruction
pushes up effective demand & In
turn employment and income.
can cause boom oOF recession
depending upon the policies for
reconstruction adopted by gov!:

None of these AT

o MTPNev2z,AQ
In order to mfwl

ol [ uence spending on

the goods and services manhc

;:'h(‘:l" run, monetary policy is
irected at directly influencing

69

Hm'ﬂ\]\iuyrm-n! rate

|
| b) Ili”q‘nnl] rate
l <) I"‘I"i'u? rate
i‘ d) Ee nomic growth rate
_ MTP Apr 21, MTP Mar 22
Modern business activities are
; based on the antigipations of
U | business community  ond” are
offected by waves of optimism
| or pessimism
! b chumpeter

-

I which of the following is the
external couse of Business
Cycles?

71

a) Fluctuations ve Demond
b) Fluctuations in Investment

¢) Variations in government spending

nEffect

{ d) \\;m'

MTP Mar 18

Who expressed the view that
fluctuations n investments are
the prime couse of business

cycles?

72

a) Hawtrey
b) Pigou

C) schumpefel"
d) Keynes
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rf»r M |

A decrease in govervenert

ngmuidm : Wiy

4
a) the aggregate demand curve to shife 77 Wrich: of 54 I amary i
to the t‘rgh? ETWAIE A i s o ,/. & il
b) the aggregate demand curve to k.t P ; "o
to the left 7 VWY PV « %4
¢) a movement down ard fo the rickv 4 oF y ¥
along the aggregate demand curve, Py ORI 2 ' >/
d) a movement up »,,5 to the _'4‘ alora : - O
the aggregate demand curve 4 7 SHe 10 Bweotwig of Uhree,, g
i cnnlogy bilbile siey e, %)
£ fJ B Fram e " : — ’/JA‘_/J,’/‘» % % f-_.d
T & e Sikprivme o ” E

; -/‘-"-”' ' £ ' B P
SEWSE n an ecoromy the ; ,:-f,/_ et A W AW, e,
pomlaf;on grom}, rate remcired &) e oyde busness b G
6% dw;m last 5 5 years while +4e T e o F O ¥ § sarivd &
75 | ecoromic grow*i—. rate durirg +F 4
same period was just 37, ,
. What will be f‘ha consequerces of : . Y,
; f‘) Sejec{ +he ¥ ._,’."" option “fff- o £ : ;
' the options given r:,o‘/;; 18 | et k. Aty
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o) the buginess whick
a) Lesser savings— Lower investmer B M aridas o L
Low income & employmert— iLow ) The business whose fortanes
effective demand — Ohvera 2 . o 2N o e
slowdown in ecoromic activ fies e ¢ ; 7 Bt :’
b) More consumption  expenditure— d) AW of ,,",_,/‘ i ¢
more demand— more :._frlf'- cFior—s e . >

more employment & income  —
Overall boom in economic activities et S p it
¢) Increase in labour supply— Lower o A caoed  for cpods o 2
. wage rafe— Low income — |Low 75 | services s morz than “wer
E savings & investments — Low Suppy, tre ¢ <
: production— Overall slowdown ir > > <
economic activities :

O
'

d) Nore of the above £ ST %
c) dgemiand pull wfletior :

MTP Jure 22

| Busiresses whose
¥ 5 g
. e 1._\ iy - "‘ -
?_‘ 80 ! cicdedy wKeo >
| ecoromuc growth
| | “ ’

Cyclica
Counter Cychico
Frscal Polic

L= )
- N

(R
N

¥

MNore of these

-

1=

T ——
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PYQ June 22

= |
i seetol cannnt he

LA |

‘ Vi l\hh o BR bR o T .ll lll]t'll\.,‘-:i:‘«'r.'::_

a) agCTpE goads

| {\\ HRouse biuiiaers

d) Restaurants

Which af  the  following
characterlstics does not belong
i fo expangion path of businessmen

-

(nh‘ un(.l

a) Consumer :pc.u.llluj on go
services tend Yo rise

b) Busingss confidence fends tor

¢) Interest rates and profits tend 1o
I'ise

d) Unemployment tends 101

|S€é
15e

_ ymie  fluetuation?
I 'sz’:oﬁomia activity 1hel

%mm over a perie
e are called

86 | Which of the
E\Qmpla

a)
b)
¢)
d)

Fashian Metailers
}‘i.m'm Builder §
h_l'.nl.un‘.mla

W ashing powder

87 | “¥ele is ‘the

bust in

b) 1998
) 2000

unemployment

ot cyclical

fﬂll(l

housing by

Wing is not an
buSvr‘.e g8 2

Recent example of the Busar\ess

bble' of

the Us ecanamy. This bubble got
Q) 1930 |

d) 2008 \J :

The phase of business cycle in
which,  growth rate becomes
f@ | Megative and the level of national
Income and expenditure deciines
rapidly resulting in widespread

a) Contraction
bh) Recession
¢) Depression

Which one of the following
factors is an external cause or
89 exogenous factor which may lead

to boom or bust ?

b) Social factor
o) Natural factor

B e
I i

mismate

pigou
;)) 5cghum?"3w"

2 ke

Trade ¢ cles occl

and function and a:

a) Fconomical factor

ns. Who sa!

d)) Industrial factor
R /.‘ |

r as a result of

aggregate
between ggregﬂ?e
d this ?
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