Chapter 1- Nature and Scope of
Business Economics

_Past Year & Maost Frequent MCQ

| exceeds then prices tend o rise

| M in o free-murket economy, when consumers

|_incregse their purchase of o goods and the level of

e} demand, supply {br) supply, dermond

m Ecanamics s the study of manking i the ordinary

{clorices, demand  [d) profits, supply

bt f il ; by mdﬂ:ﬂ.[ Rabbins, ! -

gl Adam Smith (b Lord Redbing {o) Scorce {by) Untimited
__{c) Alfred Marshall _{d} Samuelson __{c} Undefined _{d] AN of these.
@B The branch of economic theory that deals with the | W Economics s the study of

___probiem af aftocotion of resources is

(o) How society manoges its unlimited resources

(ol Microeconomics (b} Macroeconomics | {b) Howe to reduce our wants until we are satisfled
) Econametrics. {d) None of these _{c) How society mannges iis Seoree reésources.
(e} How to fully sotisfy our unlimited wonts
BB copitalistic Economy uses __as principal means of
allocating Resources SR 2 miced economy means :

____{o) demand {b) supply

_{g)} Co-existence of small and lorge industries.

{c) price {d] ail of the abave

in 1t .

o | oS Rl LT AT

] pie Wl @ifedt fhe naturd mempoymeant rofe

ENMIRE Q.

__ (b} Promoting both agricufiure and industriesinthe

Eecanomy
| jc) Co-existence of rich and poor

|} Cog-existence af public grd priviale sechors

(o) Macroeconomics BEE} Wiho defines Economics in terms of Dynamic
i) Descriptive ECONOMICS. arowth omnd Deveiapments
(c) Microeconarmics. (o) Robbins. () Poul A Somuelson
g Morsrative Ecomomi {c) Adam Smith fd) Mame
RN (0 wihich bvpe of economy Oo ConsWmers &g WAEA A Free Morket ecomam VeS| Ty
- producers moke their choices based on the market Problems through .
forces demand and supply? (o} planring outhonty
(o] Open Economy (& Controlled Econamy (b} morket mechanism
TR £ COr ] Al Oy {c) bath
{d} ngne
M under a free economy. prices are: a
{ir] Reguilatied BRER Naemative pepect of Econarmd e
{b] Determined through o free interplay of demeond and | o] Maorshall [{b) Rebhins
supply {c) Adam Smith fd) Samuelson
—{c) Partly regulated
—{d] None of these BEE which one is not the charocteristic of o
_ _copitolistic economyr’
IR Ak of the fodlowing il sl FrerOe E R | [} Prafit malive {b) Income inegquality
___{o) Notipno! incpme [c}Free employment  (d] Collective ownership
i af price feyel
__{c) Facter pricing BB rvtixed economy means
{d] National saving and investment (o) All economic decisions are taken by the Central.
Apthority
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] All econgmig degisions are token by private

BB which of these is. F magr

ENIrEQrensurs

{a} The problem of unemployment in Ingig

__{c) Economic decisions ore partly token by the state and
partly by private entregreneurs
{d] None of these

_(l} The rising orice level in the country
(e} Increase in disparities of income
(d) All of the above

_MEEEM'LFIEM_EFMH i
) Wants are unlimited

mﬂm:mmm_ﬂﬂunmyﬂm_ﬂﬂmﬂ&mﬁi
i& performed by

____b] Resources are limited o} Producers. _{b) Govermment _
_{c) Alternative uses of resources {c} Planners {d) Price mechanism
_ [d) Al of the above

BBEd which of the following statements is incorrect?

micrﬂ.emﬂmmmu.rsu.mnm.ms.

_{o) Alfred Marshall propagated the wealth definition af

o) public econgmics (b} price theary . —Eranomics
___{e)income theory fd} demand theory (b} L. Robbins introduced the Scarcity’ definition of
Economics
BREN A developed econamy uses technigue in [c} Samuetson emphasized upon the "growth” aspect of
_____proguction Ecoromics
___fo)jobour intensive (B copitol intensive (o)} A.C Pigou beiteved in the ‘welfare’ aspect of
{c) home-based {d} traditional Economics
B8 which one is the feature of Marshall's definition? | SEEN inequaiities of income do not perpetuate in
(o] Limited ends (@} socimism (] mixed ecanomy
(b) Searce means {e) copitalism [d) none
{c) Studly of wealth as well as study af man
{d) Study of allocation of rescurces BB which of the following are the features of o mixed
gCononiy?
PREEN hich ane in the folowing is nol oo | (6 PRE e SC0 0y
) There gre limited wants fb'ﬂummuim{ﬂﬂﬂ_fﬂm
ik Megns ore scarce (T} Balonced regional developrent
[c] Resources hove alternative uses [{d} All of the obave,
[d] Ecomomics {5 sciemce
m MNermative Econamics i based on:
.22 [0 ECOMOIHCS 15 concermed with: (o} Ethicol Considerations
(o) Consumer Behavlour (b} Product pricing _{b) Facts and Géngralization
{c] Factor Pricing ) All af the abowve fc} What {57
— _{d} All of the obave
RN o gove the positive aspect of science? .
(o) Alfred Marshall b} AC. Pigou RN The dugl system of pricing exists in:
—_{c) Adam Smith {dl Robbins (o) Eree market economney:
_{b) Socigiistic economy
RN ek of these 15 @ port of microe oo ® F:J‘Ml{ﬂﬂ'_ﬂmmﬂ}'
— {olFoctorpricing  {b) Notional income (e} None of the obove
—{c) Bolance of poyment  {d) Nome

BEE A Copitalist Economy follows the policy of:

(o) Loissez-faire

(h) Regulated markets
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Prpmating pubiic secbor

140 DrahicE wihich 5 concerned o e

2 gf the ghowe,

L1 L

il Tt 5 e

[EEE] "conomics is the sclence of cholge-making'
Amplies:-

_in) Socialistic economics
(b) Copitalistic econimics
{c] Pasifive @eanoemics

{ir) Mo choice is o be rrode
____{b) The choice to be made between aitermotive uses

{d} Normabive eoomomics.

The chatce to be mode between means ond ends
_{d) None of the abowve

B i which among the following systems the right to
property’ exists
(o) Mixed economy (b Coplialist econamy

mmmwwmﬂwm::_

| {c) Socialist ecopomy  {d) Traditional econgmy

—___matter of macre econonics?
{a) Study of firms [ERE) Fositive science only explains
—{b) Aggregate profits af a firm o) What i?
_fe) Morket demand for o product [} Mhat ought to be?
_ {d] Net nationol product, {c) What is right or wrong
(d} Nane of the above

R m,ﬂ. copitalist economy iz by and lorge
___{o) a closed economy.
{b) a free market economy

DALrOE g eLonoiny

0 CEnEro

OREN sccialist Economy is alse known 63
(o) Mixed Economy {b) Mlanned Economy.
{c) Copitalist Economry [ Mom

= Ll — B T T S

g

=t ALl

yhich g government neither coliects

Py baxe Ir5 @y expenditire #R2 o hos defined economics g P wihich
deals with wealth™?
BT A free-market economy’s driving foree is: o) Adam Smith {b) Canan
(o) Profit mative {c) 1.8, Say fd) A.C. Pigou
o) Wernare of the peonie
Rising incame and lerels o 1) SRR ek of the folowing s dok g fen ol
d! None of the abowe capitalist economyr
— (o} Right to private property
m "Econoimics is peutrgl between ends”, The (b} Restrictions on consumers right to choose
statement is given by {c) Profit motive
7 L. Robiling i) s, topn (] Freedom of enterprise
Aifreg fMorshal gl A.C. Pigog

_-Mﬂjﬁtﬂﬂ of econemty in which all the means of

BB rhe most imaortant function of an entrepreneur is

fa
____production are owned and controlied by the private _aj] innowvate
individuals for the purpose of prafit Is colled (b} bear the sense of responsibifity
_ {o) Socialist Economy (b} Copitalist Econgmy | (c) finance
o) Mixed Economy  (d] All of the above {d} earn profit
£ 30 mUHiTs dioes the price mechondsn exisk? i1 d he mecinn of e elemeEnd 10 SO
{a] Copitalist Econpry (o} Colengor time
_____{h) Socigfist Economy {hi Clock time
—_{c) Both types of ecomomies {e) Qgeratipnal time in which supply adjusts withthe
(d] None of the sbove market demand
{d) None of the abave
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fﬂ']' Tio pronvige mb to every job sepker,

BB} Al wants of an individual are not of:
__{a) Equel imporiance BER scciolist Economy was propounded by:
(bl immediote importance (o) Karl Mars & Fredut Angles
{c) Fixed importance i) Semuelson
_{d) All of the ahove {c) A.C Pigou
{d} Adgm Smith

WL i icro economics does aol shudy

__{o] Consumer behawvior (b} Factor pricing
__{c)General price fevel (@} Firms equilibeium,

m Concept of Business Economics was given by,
(o) Joe! Rean (] Aifred Marshail

lcidoomsmith  [d) L Robbins

. _m Find aut the correct statement

o) Higher the grices, lower the quality demanded of @

: proguct s o pormetive stotement
____{b) Micro ang mocro-econemics org interdependent |
___{c)in o copitolist econamy, the economic problems are |
solved by planning cammission

: m.ﬂ. business econamy nvelves the theory of
_BLLAALS EBramarties Wikl
| (o} Normotive Econpmics (B) Business proctices

| Lo o o ol o W AR A WA [T TAC

__Id] In deductive method logic proceeds from particulor |

; mmm&ﬁmrimmdeimﬁmmtﬂ_

o the general (o} Fanily Structure.
(b} Manogerial Economics
PN Microeconot i gy af: FE}MEEEE_ELMH
7} Ingivigyal parts of the ecamamy (] iacro EConarmics
b The economy as a whaie
{e) Cheice making. BEE i which economy market and government both
(d] Development af the econamy. oy an impertont rofe?
ia) Mixed economy b Socialistic economy
PR The definition of eCorarri !:r agitali siqelilel i 7] Business eoonom
Aot deal with one of the foliowing aspects. indicgte hal
asoec W Vhich foctor (5 inciuded in busine Comon
io) Scarce meagns (b} Limited ends (o) Business Economics is on art
[c] Alternative uses o} Economics is o science (b} interdisciplingry in noture
{c) Nermative in nature
#EEN Which Eoonami 1 {5 described b | (i Al of the abave
q pefer ps capitelism in the oxygen fent?
_{o] Laissez-Faire Economy. BN which out of these are the features of copitalism?
_ (bl Command Economy it} Prefit motive
__{cl Mixed Economy (i} Human welfare
{d) Agrarion Econormy (tif] Wark through price mechanism
(@) {i) and {ii})
BB 1he Central probiem in every economic society is: | (b (i) and {iii)
{) To enswre o minimum level of income for every ek i) and {ii}
irvativielinal fel} Al of these
__{b) To ollogote scorce resources in such o manmer that
_ society. unlimited wonts are sotisfied in the bese | BN Socialism ensures
__ possible manner. [} Ropid growth and botanced development
(c) T ensure that preduction occurs in the maost efficient | (b) Right to wark
MQner (] Incentives for pfficient ecopomic declsions
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() Both fa) and (b]

{el} Prirmary importence in salisfyng soc FETE

'1.}

{1 mark}

B maocroeconamics incliides

BEE 0ue to recession, employment rate and utput

{al Product pricing
{b) Consurmer behawvior (o) Rises ; rises. (B Fails, falls
£} Extermal walue of mongy. {c) Rises falls o) Eqils; rises
____{d) Location of industry
0. 70 | refers to the work areg where surplus

. _mﬁmiqi_:s:i.t_fa:'.n_an.ﬂ_'.meuwﬁhw!th&.m&.m_
_ {o)Sociglism (b} Copitaism

__manpower is emploped out af which some ingividuals
have zerg or @imest zero marglnal producthity, such

(c) Mixed (d) All of the above that if they are removed the total level of output
1 remains unchonged
FEE shyom: This year due to heavy rainfall my anion | {o) Veluntary. (b) Disguised
crop was domoged Keishna : Climates affect erop yields. | [e) Struetueal _{d) Technalngical
____spme pears are bod, others ore good
MEm:.[a.[r'sr SOy (5
Hari: Don't waorry - Price Increase will compensate for (o} self-requiation
____the fall in guantity supplied _{b) Profit Oriented
e} Commuard econamy.
_Rodhe: The Government pcught to guarantee that our {d] Aliocotion of resources @s per morket reguirements.
incane will not fall, {1 mork}
In this conversation, the narmainee sTotemant is made
by EED 1 o market economy all assets are heid by:
o) Shyam (b) Krishno {a) investors {B) Privately
Ac) Hari. [d) Rodhe (e} Government fa] Jointly by government.
TN A copifalist econonty consists of m_IIhr_hmﬂ.:b_qf_ﬂmm:. heary that depis with
¥ s el gionning aLiha J-'I:i' prabbe of GGG rEsources
bl A mechanism o decide as fo ot how and for {o} Micro ecopomiics Bl Marc economics
whom to proguce it Econometiics fd) Naree
[c] Both (al and (b}
(o] None of the above B Lorger production of goods would lead to higher
proguction in fulure.
Rl Aopiied economics include o) consumer goods  {i) copitel goods
{o) Regression analysis and mothematicol fnear el agricultural goods {d) public goods
— programmning
___{b) Copital budgeting _EEB vwnich of the following is not within the scopeof
{c) Bath (o) and (B BUsiness economics
_ {dl None (o} Copital budgeting _ {b) Risk analysis

c}Businesscycle  [d) Accounting Standords

..mfmuamicuﬂﬂds are considered os Scorce

) ik { LI h-

FEAOUFCES Deraise 2, 76, 18 L of soo =ired o
(o) Inodequate quantity to sotisfy theneeds afthe | (o) Refotive scarcity  [b) Absolute scarcity
society {c) Both fa] and () fd) Nare
_(b) Not possilie to increase the quantity

(e Limited hands to make goods
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2 77

(o) Capitalist peonomy
(] Sociglist econgmy

(] Mixed economy.
(¢} Pemogragy

__umer sovereigniy is which of the foliowing charpcteristics 7

\

On. no Ans On. no Ans On. no Ans Qn. no Ans
1 L 21 A 41 E &1 C
2 A 22 D 4.2 A B2 D
3 c ENEEE B 63 c
4 A a4 A i A B B
) D 25 D 45 B a5 ]
6 B 26 D 46 A G B
i Z 27 A 47 C BT i
g A 28 A BE A
g A 29 D 49 & 59 B

10 C 30 A B B 70 B
11 D a1 C 3l A 71 C
12 B 32 A T2 B
13 B 33 E 73 A
14 A 34 D 54 B 74 B
15 D a0 B a5 A Ta (8]
16 s 36 A 0 A 76 A
17 [N a7 A a7 B 77 A
18 B 38 B 58 A

19 B 29 A 50 A

20 e 40 A & [
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Chapter 2- Utility + Demand+ Supply

Past Year Exam + Most Repeated Question

m “High priced goods consumed by status seeking rich
peapte o saltisfy thelr need for conspicuous goods” is:
(o) Veblen effect
{cl snobk effect

(b} Bandwogon effect
(d] Demaonstrotion effect

CLANTITY X

fal elosticity of point A=es, gt B=> 1, ai C= Lot D=x<]
and et E=0

{bl elasticity at A=0,atB==<1,6tC=1,atD=>1and
Gt E=co

fc)elasticity ot A=0, 0t B> 1, 00 C=1, ot D =<1 and ot
E=0

{d] None of these.

m Cardingl approach is reloted to;
(&) Indifference curve

(b Equi margingl utity

(c) Lew of oiminishing returns

(d] None of these,

m An incregse in demand can result from:
{a) A decline in the market price

(b) An increase in income

{c) Reduction in the price of substitutes

{d] An increase in the price of complements.

m Cross elgstivity of perfect substitutes is

o) Zero (bl Negative
fe) One (g Infinity
mﬁr.rppiy i50 comcept

fer) Flow (b) Shock

{c) Flow and Stack, both  {d) Qualitative

m For what bype of goods does demond foll with a rise
in fncome levels of households?

{a) inferor goods {B) Substituies

fe) Luswries {d] Mecessitles

m Which econarmist soid that money is the measuring
rod of ity
jo) A.C Pigou
{c} Adom Smith

(b hMarsholl
{d) Robhins

W) Eiasticity between two points:
{a) Point elasticity fl) Arc elasticity

fc} Cross elasticity fd] Mame,

m;m indifference curve is L shoped, then fwo goods
weill b

{a) Perfect substitule goods

(b} Substitute goods

(el Perfect complementary goods

(d} Complementary goods

mrhe concept af consumrer's surplus is derived from.
i@} The law of diminishing marginal utility.

(b} The law of egusl-marginal wtility

(e} The low of aimimishing returns

(d} Engel’s faw

WRE When supply curve shifts to the right there is:

{a}An increose ) exponsion
{c} Contraction {d] decregse

m,'ihﬂﬁ- run price is afso called by the nome of:
() Market price (b Showroom price
fc} Maximum retail price  [d] None of these.

m Wihen supply price incremse in the short run, the
profit of the producer
(o) ncreases {b) decreases

{c) Remains constant {d) decreases marginally

m When Price of o commndity increases what will e
the effect on quentity demanded ?

(o) increases {b) Decreases

{el Mo chonge fd) Nare af these
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m According to the low of supply, change in supply 15
refgted to?

(o) Price of goods

(&) Price of related goods

(e} Foctors of production

(] Nowe of the above

EEE] I case of inferior goods, with a rise in the income
of consumers, demand for Giffen goods wiil

(ol Increases fbl Decreases

(c) No change {d] None af the above

m In case of necessaries, consumer surpius is 7
(o) infinite {b) Zera
() Equals o ang {dl Adare than one

BRE) \wihen the price of o commodity rises from 200 to T
200 gnd Quontity supply ncreases jrom 2000 to 5000
wnits, find the easticity af supblp?
(@) 3.0 {b} 2.5
{cjo.3 {dl 3.5

mme the foflowing dota given below answer
question 20 and 21

inits T rAL
1 200 =
2 - 180
3 480

Tatal utility derved from 2™ unit
(o) 380 (bl 20
{¢) 100 (d} 280

m Marginal utility of 3™ unit is?
o) 200 (b} 280
fc) 1040 () 50

m Wihich Equation fs correct—

MHET Px Mix Px
'rn‘rﬂr.r}-" Fy rmuu;.-}r;.r
Mz _ Px MUTr  Pr

o e —

fc MOy ~ Py 'rd‘ruu_-.r Fy

mr‘he scope of the indifference curve shows
consumer equilibrivm at the point where

MBS i—; {Price line)

{b) Maore than
(d} Nane of the above

fa} Less than
(el Equal bo

m Which of the followimg is ot the property of the
indifference curve?

(e} IC Is convex [o the origin

(B} I scopes downwards from left to right

(e} Two IC can towch eoch other

(g} IC cannot bouch sither of the oxes

MEHE af Normal goods, rise in price leads to
F

(o} Foll in demaond

(b} Rise in demand

fe) No change

{d} Initiahy rise then uitimately fail

m Mathod of demand forecasting does not include?
(o] Mathematicol method

(b} Barametric method

{c) Expert opinion method

{d} Statistical method

m An IC shows MRS between the commuodity
(o) increasing () Decreasing
je) Constant fd) Zero

BEE] rorecasting of demand is the Art and Science of
pradicting ?

(o) Actual demand for @ product ot the same future dote
(b} Probable desand In future

{c) Total demand in future

(d} None of these.

m Addition made to totol utifity refers to?
(o) Total wiility {b) Average utifity
{e) Marging! utillty {d) AN of the obove.

m The elasticity of supply (s 2&ro means?
a) Perfectly inelastic () Perfectly elastic

{c) imperfectly elastic {d) AN of the ohove.

m The Corsumer 5 in equilibrivm when the following

condition is saticfied:
\ 2.2 Page




(o) Budget line is torgent [o the lc curve

oy s MUy _ MU,
P Py Pe

(e} Both (o) and [b)
(] Nome of the abowve

R \ttiich of the following statement is correct?

(o) Supply Is inversely related fo its cost of production

{blPrice and guantity demond of o good hove o direct
relationship

fc) Taxes and subsidy hos no impact on the supply of the
product

{d} seasonnl changes have no impact on the supply of the
commodity

BEED vhen the supply of a product is perfectly inelastic
then the curve will be

(o) Paraliel to ¥-oxis
(] Paraliel ta X-axis
{cl At the angle of 45°
(o] Sloping upwards

m in the cose of, there is on inverse relgtionship
between income ond demand for o product,

(o) Substitute goods

{b) Complermentary goods

{cl Giffen Good's

{d] None of the abave

m if maize hos - 0.30 as income elasticity of demand,
then maoize will be considered os _

o) Mecessiry (b} inferior good

) Superior good fd] None

m If price decreoseds from B o 60 and elosticity af
demend is 1.25 then

{a) Demand increase by 25%

{b) dermand decrecse by 25%

(c) Remains constont

(d] None of the above

m Which of the following {5 / are the conditions of
theory of consumer surpius if the price is same for ali the
units he purchosed?

() The consumer goins Sxiro wtilily or surplius

(&) Consumer surplus for the lost commodity s 2ero

{e) Both

fﬁ!ﬂ:}ne

m Which af the following /s mot the property of an
tndifference curve?

jo) Slopes downwords to the right

(b} Always conver to the origin

{clintersects each other

{d} Wil not towch either of the axes

Bl Which of the followling is correct 7

{o) Elasticity on the lower segment of demand curve is
greater than unity

(b} Elasticity on the upper segment of demand curve (5
fesser than unity

fel Elosticity ot the middie of the demand cinve s equal
o Lty

{d} Elasticity decreases as one moves from the lower part
of the mork dermond curve to upper part

#E0 Which of the following will affect the demand for
nan-durable goods?
(o} Disposobfe

icl Demogrophy

{B) Income Price
fd) Al of the above

BEEY when the price of tea decreases, people reduce the
consumption of coffee. Then the goods Gre

(b} Substitutes

(g Normiol goods

(o} Complementarics

e} inferior goods

BB wiich of the following relation is true with MU?

fo} When MU is positive, Total wtifity nses of o
adiminishing rate

(o) When margingl ubtility is zévo, total utility Is moximum

fc} When margingl wtility is negaotive, totol ofifity s
diminishing

(] Al of the above

m Contraction of sugply impiies :
{a} Decrease in cost of production

(b} Decreasein price of the good concerned
{c} Decrease in price of related good mark
(e} ingrease in price of the good corcerned

m Perishable commadities will hove
{e) Perfectly elastic curve

(b} Perfectly inelastic curve

{e) Elastic
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(ol Inelastic

m.ﬂun'g?t ling is afso called
a) Price line (bl lse cost Nne
(e} so-quant (ef] Mo

mme Quontity supplied of o goods or services is the

amount that

fo) As ootually bowught durimg @ given time period ot given
price,

(b} Progucers wish, they could sell ot higher price

{c) Progucers plan fo sell during o given time period ot
given price,

(d] Peaple are willing to buy during o given thelr period
ot a given price.

BRER Luxury goods have income elasticity
(o) Megotive and fess thon 1

(&) Positive and greater than 1

{c) Zero

id) Mone

mm int difference curve slopes down towards right
since mare of one commadity and of another commaodity
result in

(&l Same level of satisfoction

() Moximum satisfaction

(c) Greater satisfaction

[d] Less satisfoction

m Elgsticity for habitual goods is
(o) Perfectly elastic (i} Elgstic
{c) Perfectly inelostic {dl Inelestic

m Dirmimishing margingl returns for the first four wnies
of variolle Inpits s exhibited by the fota! product

SEQUETCES.
{o) 50,100,150, 200 {b150.50,50. 50
{c) 50,110,150,260 (d) 50,90,120,140

m Demand for a commodity refers fo:

(] A desive for the cormmodity

(&) Meed for the commodity

) Quantity demanded of thot cormmadity

{d] Quantity of the commodity demanded ot o certain
price during any particular period of Hme.

m Suppose the price of movies seen person to of o
thegtre rises fram 120 per 200 per person. The theglre

mianoger ahserved ot the rise in prices hos leod ta o foll
in aotfendance of @ given mowvie from 300 persons to 200
persons. Whaot is the price elasticity of demand for the
mmowie P (&re elosticity)
[z} 0.50
je) 1.00

{b) 0.8
{d] None of these.

m i cose of an inferior good, the Income elasticity af
demand is:
{a} Pasitive
fcl Negative

) fera
(@l infinite

m Far what tppe af goods does demand fall with a
rige ir incovme levels of households?

{a} Inferor goods {b) Lusuries

{c) Substitutes [d) Necessitios

m In case of Inferior goods like bajra, o fall in its price
tends to!

() Make the demond remain constant

{b) Reduce the demand

(e} Inergase the demand

{d) Change the demand i an abnormal way

m Movement olong the some demand curnee shows:
o} Expansion af demand

(b} Expansion of supply

{c} Expansion gnd controction of demand {d] Increase ond

decrease of demaond

mTh-.- price of hot-dogs increases by 22% ond the
guantity demaonded foifs by 25% this indicotes thot

demand for hot dags is:
fa) Elastic {b] Inglastic
fe) Unitary elastic {d] perfectly elastic

m The quantity demanded does not respond bo price
change and 5o the elosticity is:

(o) Zero fc) Infinite

b} One fd) Nene

m Wihich foctor generally keeps the price-elosticity of
demarnd for o good low:

(o) Veriely of uses for that goods

{b} its fow price
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(o) Close substitubes for that goods
{d] A high proportion of the consumer’s income spent on
it

#lEl [ case of o stroight- ne demond curve meeling
the two oxes, the price eflesticity of dermand ot the mid-
paini af the fine wouwld be:
fo) O

{c) 15

{b) 1
(d) 2

XL 4\n increase in demand can result from:
fo) A decline in the market price

(&) An increase in Income

(e) A reduction in the price of substtutes

[d) An increcse in the price af complements

BRF Compute income elosticity of demand increases by
5% and income by 1%.
fa) 5
fc)O

{b) 1/5
(dl None

Fﬂ'f o commaodity with o unitory elastic demand
curve if the price of the commodity rises, then the
consumer'’s total expenditure on this commadity would :
{o) Increase

(blDecrease

{c)Remains constant

{d) Either increose or decrease

B ot is the value of elasticity of demand if the
demgnd far the goods is perfectly elostic?

(o] @ (bl 1

el infinity {dl Less than O

mif the price of o camplermentary good rises ;
{or)Demond curve shifts bo the left

{b) Demand curve shifts to the right

) Dermand curve moves downwards

{d|Demand curve moves vowards

WXl Cross slpsticity of demand in Monopoly market is -
{a) Etastic (b} £ero
(c)infinite (@} One

m What is income elasticity of demand, when income
chonges by 20% and demand changes by 40%
(o) 1,2 (bl 2

fc) 0.33 tb) Nene

m.'f demand is porallel ta the X- axis, what will be the
mafure of elasbiclty?
{o) Perfectly elostic
je) Elastic

() inelastic
{d) Highly elastic

R Giffen Paradox fs an exception of

{a} Demand {i) Supply Production Liility
fc} Production fa) LAty
m Low of demaond is o

(@) Quantitative stotement (b} qualitotive statement
fe) Both fa) & [b) (d) Hypathetical

mn‘w demand for which type of goods do not
decrease with the increéase in its price

{a) Comforts
(el Necessities

{b) Luxury
{d] Capital goods

m.lnm!ase in Price from %4 to T5 then decreose in
demand from IS unis to 10 wnits, What 5 the price
etasticity? | Point elasticity )

{a)0.66 {B)15

fet1% fb) 2

m Exponsion & controction of the demaond curve
oeeurs due fo

{a} Chamge in the price of commodity

{b} Change in price of substitute or complementary goods
{c} Change in income

(d} None

m The algsticity between Two paints:
(o} Paint elasticity () Arc elasticily
fe) Cross elasticity {d] Mone

m When price remains constont and quantity
demanded changes, then the elasticity of demand will be:
(o) Vertical to X-oxis (blHarizontol to X-axis

{c} Either {a) or {b) fd) Nane

B coemond of sommodity depends upon:

ja) Price fi) Income
(el Price of reloted good  [dlall of the obove
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m.'ﬂ case of substitvte goods, cross elosbicity
Is ;
{r) Negative
) Pasitive

(b} Zero
(dl Nome of these

m The prices of o commodity were increased fraom %
4 to 6. As o result, demond decreosed from 15 units to 10
units. What is the price elasticity ? [Poind elasticity)

(o) 0.66 (b} 0.33

{c) 1.00 fd) 1.5

m Other things remaining canstant, if the price of the
Inferior goods decreases ther what will be the effect?
(o) Demand increases

[b) Demond decreases

(e) Quantity demanded increases

(d] Quantity demand decreases.

B consurrer spends T80 on purchasing o commodity
when its price i ¥1 per it ond spends 396 when the
price iz ®¥2 per wnit. Colcwlote the price elosticity of
demand,
{a) 0.2
felo.g

fb} 0.3
(dl 0.5

el W hen the price of cylinder rises from 312010 2200,
the demond falls from 300 to 200. Colcwlote the price
elasticity of dermand.
(o) 1.00
{c) 5.00

(bl 0.50
{di Nons

m Demand for electricity power is elastic Because

(o) it is ovailoble at @ very high price
{b) it is esserntial for Kfe

fe) it hias mony uses

{d] it has meany substitules

m Iif the income of o person increases by 10% and his
demand for goods incregses by 20%, income elosticity
will be

() equal to one
fc} More thon one

(b} less than ome
(d] None of these

m The case of lusury goods, the fncome elasticlty of
demand will be
fo) revp

(&) negotive buf grealer than one
(c} positive but greater than one
{d} pasitive but less thon ane

Mm_: cose of o stroight-ine demond curve meeting
two axes, the price elasticity of demand ot the point
wiere the curve meels p-oxis would Be

jo)rero {b) grearer than one

{clless thon one fa) infinity

SR8 Colculate income elasticity for the household when
the income af the househoid increases by 10% and the

demand for cars rises by 20%.
fa) +2 {b) -2
fe) +5 fd) -5

WER] the commodity whose demand is associated with
the nome of S5ir Robert Giffen?

{a} Necessory good () Luxesry good

{c) Inferior good  (d) Ordinary good

m In expansion and controction of demand

{o) Demaond curve remains unchanged (bjdemand curve
changes

{c} The siope of the demond Curve Chonges

id} bath (o] & (c] above

BEEl certoin goods for which Quantity demonded
decrepses when Income Increases ore colled

gorods.
(o} superior (B linferior
(cl prestige fdl conspicuous

m Wihen the price folls by 5% ond the demand In rizses
by 6%, then elasticity of demand s

(o helastic {b] Inelastic

fel unitary elastic {d] zero

m Cross elasticity of complementary goods 15 !
(o }Positive () Megotive
fic} Infinity {d) hone of these.

#EROemand of -pod increases from 950 to 980 ond
income increases fram 3.000 fo 5500 What 5 income

elasticity?
je) 053 fb) 0.35
fe)0.43 fd) None
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m Controction of demand resuits due fo
(o) increase in the price of the goods

() decrease in the no. of the producers

(el decrease in the output of the seflers

(o] decrease in the piice of the goods,

W) 5ricks for houses is on example of which kind of
demamnd ?

(o) Compasite
(c) Joint

(b} Competitive
{dl Derived.

m Normal goods have
(o] zero income elasticity
(b negative mcome slasticily
(e pasitive income elasticity
{d} infinite income elasticity

WS i which of the following cases the demand for
goods fends to-be less elostic?

(o) Good is necessary

(&) The time-period is shorter

fc) Number of close substitutes is less

(] AN af the sbove

m Which of the following elosticity of demand
megsures @ movement glong the demond curve rather
LR a shift in the cune?

{a) Incame elasticity of demand

(b} Price elasticity of demond

[c) Substitution elasticity of dermand

{d] None of these.

WL If the price elosticity of demand is zerg, the shape
af the curve will be:

If the price elasticlty of demand s 2ero, the shape of
Ehe curve will be:

m if o 20% fall in the price of o commeodity brings
ohout o 40% increase in its demand, then the demond for
the commodity will be termed os:

(] Inelastic (b} Elastic

{c) Highly elastic (d} Perfectly elastic

ME::pn-nsa'ﬂn and contraction in demand are couwsed
by
(o) Change in the income af the buyer

b} Change in the toste ond preference af the buyer
{cl Change in the price of the commaodity
{d} Change in the price of the related goods.

m Fall in the price of normol goods leods to:
ja) A shift in the demaond curve

(b} Fall in demand

{e) Arise in consurmers real income

{d} A foll in consumers real income.

WRBE) 10% increose in the price of teo results i on 8%
increase in the demaond for coffes. Cross elosticity of
demand will be
(e} 0.80
fel 1.50

[B) 1.25
fa) O.BC

BEGEl when the total expenditure incurred by the
CORSWMErs on o commaodity due fo o chonge is its price
reriaines the same, then the elasticity of demand for thol
commaoadity will be.-
(o) Zero

(¢} Mgre than one

{b) One
fd) Less thon ang

BREE} what will be the price elasticity If the original
price is %5, the original quontity is & units and the
changed price is 6, and the changed quantity is 4 units:
fa} 2.5 {b) 2.0
fc} 15 fd) 1.0

m The original price of o commodity is ¥500 ond
gquantity demonded of that is 20 kgs. Iif the price rises fo
T750 and the quantity demanded folls to 15 kgs. The
price slasticity of demand will be:

o} 0.25 (i) (.50

fel 1.00 fd) 1.50

m The demand for factors of production is —
(o} Fundomental demoand

(&) Derived dermand

{c} Market demand

{d} Joint dermand.

®EIE The price of o Tiffin Box is ¥100 per unit and the
guarttity dermonded in the morket 15 1,25000 umifs,
Compony. incregsed the price to %125 Due to this
increase In price, the quontily demanded decreases o
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i,ﬁﬂ;mﬂ wrrits, Whet wil be ilfn'le price elosticity of
demand?
) 025
fc) 1.00

(bl 0.80
(el Alarre

m The price of o commaodity decreases from 10 o 8
and the guontity demonded of it increases from 25 to 30
units, then the coefficient of price elosticity will e .
(o) 1.00 {h}-1.00
{c) 1.5 fd} -1.5

m Which of the following is mot o determinant of
demand?

(o) Consumer's testes and preferences

(b} Qurlity supplied of o commodity

(e} Income af the consumers

(d] Price of related goods

P Dhevnarnd cwrve purradfed Bo dhe Yeaeds implies:
(o) Ep=0 {b) Ep =1
{clEp< 1 {dlEp =1

m if the gquantity demanced of X commodity
increoses by 5% when the price of ¥ commadity increases
by 20%, the cross-price efgsticity of demand between X
and Y commaodity will be:
(o) -0.25
(c)=4.00

(b} 0.25
{d) 4.00

m Which omongst the following is the right formula
for calculating the price elasticity of demand using ratio
method?

{er) (AQ/AP) x (P/Q)
fc) fACAP) x fQP)

(b {AP/AQ) x (Q/F)
(dl (aF/a0) x (17P }

MEtr oight Kme demond curve at the point of meeting
the x-axis will indicate elasticity coefficient Equal fo

(o] One
{c)Zero

(b} Infinity
{dl Mare than one

Changes in the quantity demanded in response [o
changes in the price of the some commadity is called!
{o) Change in demond

(blChange in guantity demanded

(e} Incame demand

{d) Cross demand

m Other things being equal, a fall in the price of the
camplementary goods will couse the of the other to rise.
fo) Price (b Supply
jc) Demaond {d) Litility

m A horizontel demand curve poraflel fo X-oxis
shows thot the elosticity of demand s

{i) Equal to unity

fd] Infinite.

{al Zero

(o} Greater than unity

m When the price of o commadity increases fram 2
& to 4, /s demand decreases by 10%, The price elasticlity
af demand for the commodity

fa) 0.8 i) 0.9

fcl 1.0 fdj 1.1

m Which one of the following is correct obout the

prive elgsticity of demond for o commodity?

{a) it remains the same vnder all situations

{b) it has several degrees/noture

fcl 1t remoins unaffected by the price af any other
commaodity

(gt is an immeasurable concept,

m The supoly of a good refers to

{a} Actual proguction of goods

{b) Total stock of goods

(c} Stock availoble for sake

(d} Amount of goods offered for sole ot o particelor price
per unit-af time

m tmcrease or Decrease in Supply means:
fo) Shift in Supply curve

(b} Mawement along the some sepply curve
(e) Both fa] and [b)

{d} Neither {a) or {b)

m When supply price increase in the short run, the
profit of the producer

{in) incremses {b) Decreases

fe] Remains canstant fdlDecreases marginally

m A change in the supply af o commodity glong with
the same supply curve moy cccur due o
(@) Chamge in the price of the commodity
(b} Change in the prices of related goods
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fcl Change i Jutwre expectations obout the price of the
goods
{d] Change in the cost of inputs

m What is the elosticity of supply, when price
chirnges from $15 60 T12 and supply change from & units

to 5 vnits?
(ol 0.77
fc)0.833

{b) 0.87
jd} 0.58

BEEE) i the supply of o commodity is perfectly elastic,

an increase in demaond will reswit in:

(&) Drecrease in both the price ond quontity ot equilibricm

{b) Increase in both the price and guantity at eguilibriuen

(e} Increase in eguifibrivm guantity, eguilibrium price
remuaining constant

(d] Increase in equilibrium price, equilibriuvm. quantity

remaining constant

m When the chonge fn the guantity supplied s
proportionote to the chonge in the price, the producer is
soid o have .

() Perfectly elastic supply

(&) Relatively elastic supply

{c) Unitary elastic supply

(d] Perfectly inelastic supply

BEER = xpansion in supply refers to a situation when the

producers are willing to supply a;

(o} Llorger guantity of the commuodity ot on increased
price

ib) Larger guontity of the commodity due to increased
taxolion on that commodity

(c) Lerger quantity of the commodity ot the some price

{d] Larger guantity of the commadity of the decreased
price

m if there is an improvernent in the technology

{a) The supply curve shifts to the left
{b) The supply curve shifts to

] The right quentity supplied Increase
{d} Both (b} and fc}

m If the price of opples rlses from T30 per Kg to 140
per Kg and the supply incrégses from 240 Kg to 300 Kg.
Elnsticity aof supply is ;

|‘.|::'.|'£-'. 75
fc) 00.67

(b) 0.67
(d) 00,77

m Increase or decrease in supply means:

{o) Change in suppiy due ta chonge in (ks own price

(b} Chonge in supply due to chenge in foctors other than
its ewn price

{c} Both of the ohove

(d} None of the above

m When Supply Curve shifts to the right there is

in Sugply,
(e} in increase {b) Exponsion
fel Contraction fd) Decreose,

BEER) he supply of the commodity implies?

{o) Total Output during o specified period

(b} its tetal stock

{c) fts stack availoble for sale

{d} its: Quantity Offered for sole ot o particulor price per
LAt af time

SREE) 5upply of a commodity isa____,
{a) Stock concept

(b} Flow concept

{c} Both stock and Flow concept

{d} Whaiesale cancept

ANEEd The price of mengoes incregses from 30 per
kilogram to 340 per kilogrom ond the supply incregses
from 240 kilograms the 300 kilogroms. Whot will be the
elostichty of supply for mangoes?

fo)-0.67 fb) + 0.67

fe)-0.77 fd) +0.75

BEER i o 20% fall in price brings about o 10% fall in
guantity supplied, in such o case elasticity aof suppiy will

be egual to:
o} 2.0 {b) 0.5
fct1.0 fd) 1.5

WEER At o price of 325 per kg, the supply of o commadity
i 10 000 kg per wesk, An increose in (ks price fo T30 per
kg, Increases the supply of the commodity to 12,000 kg
per week. The elasticity of supply will be:

(B)0.75 fh] 1.00
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fc) 1.50 {d) 1.75

m Shavt- run price is olso colled by the nome of

(o) Market price (B Showroom price
{c) Maximum retol price  (d] Nome of these.

m The elasticity of supply is greater than one whern:

(@l Proportionete change /n price. Is more than the
proportiongte chonge in guantity supplied

i) Propartionate change in quantity supolied is more
than the preportionate change in price

(e) Change in price and guantity supplied are egual

() AN af the ahowe

BREEN After reaching soturation point consumption of

additiongal units of commodity couses

(&) Total utility to fall and margina! wtility to increase

(b Total and margina! utility both to increase

{c} Total wtility to foll ond maorgingl utility to become
negotive

{d] Total wtility to become negative and marginal wtility
te fall

m As the price of o commodity increases, normally,

its supply:
(o) Decreases
{c) Increases

(Bl Remoins unchonged
{al Cannat be determined

m If equilibrium /s present in o market then it con be
soid that:

{or] The price of the product will bend bo rise

(b) Quantity demanded equals guontity suppiied

{c) Quantily demanded exceds quantily suppliied

(o] Quantity supplied exceeds quantity dermanded

MAn increase in supply denotes o shift in the supply
curve to the right. If there is an increase in supply without
g change in demaond, the equilibrivm price will ond the
quantity demanded will go up.

fo) Fall

{c} lncrease

(] Remadn constant
{d] Becomes zero,

m Which among the following is not o determinant
af suppiy?

|‘.n.l' Price of the commodity concerned

(b} Prices af the foctors of production

{c) State of techaology wsed in the production pracess
{el} Customs and traditions in socfely

m The Supply Curve shifts ta the right becouse af;
(o} improved techmology

(b} increased price of foctors of production

{cl increased excise duty

{d} All af the abave.
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[ i Ana. Q- Ana. 0 Ans. £ Ang, Q. Ans,
1 A 31 C 91 B 12 A
2 A e A 62 A 02 B 12 A
3 B 33 A 63 c 93 A 123 o
4 B 34 C f4 C G4 8] 124 [
[ D as B 65 A a5 C 125 %
6 A 36 D a6 B a6 D 126 A
T A a7 C a7 B a7 B 127 B

BN ;| ¢ | s | A | 98 | B | 138 | A

9 B a9 C (] A o) {: 129 B

10 C 40 D 70 B 100 i 130 A

11 A 41 B 71 [ 101 c 131 D

12 A 42 D T2 A 102 A 132 B

13 A 43 B 73 A 143 B 133 D

14 A 44 B 74 B 104 A 134 B

15 B 45 A 75 B 105 B 138 B

16 A 46 C 76 D 106 B 136 A

17 B 47 B 77 C 107 B 137 B
18 A 45 A TH A 108 B 138 4

1% A 449 C 79 D 109 B 139 %

20 A 50 D 80 C 110 A 140 B

21 G 51 D a1 B 111 B 141 A

22 A 52 D a2 C 112 A 142 D

23 C 53 C &3 C 113 = 143 A

24 c 54 A a4 [ 114 B

25 A 55 B &5 (] 115 i

26 A ] C 86 A 1iG D

27 B 57 A a7 C 117 A

28 | » | ss | 4 | s | » |EICENNNTE

29 c 50 B &4 B 119 D

30 A B0 B a0 A 120 A
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I Chapter 3- Production + Cost + Revenue

o

LA = ¥ ol EF o ¥R

eI

Concepts

| BB irthe margioal product of labour &5 below the

_averoge prodict of lebowr, ( must be true thet;

:mmmmrpurmuwuam——fmmwmmm“ﬂm
A R I Lt b} Marging! product of labour {5 2ero.
given fevel of input;
{cl Average product of lobour (s falling
—{a Costfunction
B POt Faretion O (d} Average product of labour (s negative
NS0 Tost —

— {dI marginot rote-of technicol substitutfan |

B Low of variable propartion i5 valid when:
(o) Only one input s fixed and ail other inputs gre kept

— By A Ve fons oS OUTUT EXpand, THIS I OTE T

| varinhie

(b} Al foctors are kept constant

“f&) Lawr of dirmiishing retorns

{c) All inputs are varied in the same propartion.
(e} Nowne of these

i A0 8] LY Oy SLCHF

b G AT e RO

BB Change in total revenue due ba incremental

o Dis=ecarmomics of seofe

_change in guantity sugpiied is colled:

o} Margingl Revenwe  (B) Margingl Chonge

— BB} sormonTs e e T

(o) ProdcT Lines b Total utiity lines (c] Average Revenue (d} Average Change.
jc) oSl iinEy (L] REwERLE DTS
I n i in i fess fhan
0.4, e e proportional increese in output is called
OrogUcT COrvE WhEr The overogs prodoerisr {alincreasing retuns.to scale
VI ORE—— P {b) Decreasing returns to scale
P Fe— {c} Constant returns to scafe
Irdj [ AL L TR . Ly e UEL e - L e LR L} LrE
I, =iy ] i) [ il M 2 2R AT 1
J . s )
eI ) mﬁﬂiﬂiﬂdﬂﬂiﬂiﬂﬂﬂlmmﬂlﬂﬂtﬂlﬂiﬂl {rpits ang
“{a} Externat and internal economies = —
b Extermat ondintermol diseconomies . Liits provduction technotogy. satisfies
(¢} External ecanomics ond internal diseconomies A | S | -
Seal 5 10 1
& 12 F.|
"_'m_fﬁfﬁﬂ'ﬁﬂ[]'ﬂﬂ]‘frﬂ TOOmiSoeosr inear e | 7 14 3
— EquiitriErT paint 8 16 4
o} Convex {bHConcove g 18 5
[c) Tangent {alPerpenmiciiar 10 20 &
— B A vve pomr ey tesrow, e g pregorr s | feHacreasing retums to-scafe
“fo) Increasing by Decrensing tllBmishing returns fo-soaie
ATEFGT [ WEGatve feHConstant-retornsto-seole
i A5G- FEE TSI a-fatie
m—mmrnﬁmmmrﬂmmmm_ Feture T Seoe:

— ol Derreasing overoge varioble tosts
(b Derreasing marginal casty

] L)

ECSIITL PP Ny TSy
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i) B and :I"F IF FATEIT T

{el} Any econarmic activily af o podnt of Hine

b ME angd AP gre decregsing

_{c) AP is negative

(] TP {5 negative

BB (abour force wants mare

(e} facility
(e} bengfi

(b} leisyure
(d} oll of the above

m Wha hos given the conceat of Innovalive.

BE Frocuction aotivity in the shart-run is analysed by

Entrepgreneursiip s
7 Robbins (b} Adam Smith
_{c) Schumpeter _{d} Sweezy

{o) Returms o seale (b) Econpmies of scale
_{c) Law of variohle proportion {d] None of these

BB A1 10 units Total Cost — 3200

EEE ncreasing returns to scale pocurs due to:

A 20 pnire Tatel Cost — THO0

(o} Economies of scale  (h) Speciolization

Ndargingl Cosf = 7

_{chingivisibifity of factors (o) Al of these

{a)50. {bL.40 :

{c).30 {d) 400 BB Low of diminishing returns is applicable in
(o} Only manufocturing industries

R Average Fxed Cost = 320 (b} Only agriculture

—Duantily Produced = T10 cnits

_{c} Neither in pgriculture nor in indusiries

_ WWhat will he the Average Fixed Cost of 20" unit?

_{d) in all economic activities after o fimit merk

(o) 110 {b) %20

I L {d) None SR . o of increasing ret cpplicoble becguse o
(o} Ingivisibility of factors (&) Specigiizotion

A Lot s Prod N in Foomomics: _Eﬁﬂﬂmmtm_{dlﬂﬂ[ﬂ_{Mﬁ (il

{o) Creation / Addition of Uitility

(b) Production of food grains BB whnen output decreases by 20% due to an

{e) Creation of services increase in inputs by 0%, this stoge is colled the low of

g1 Marufecturing of aoos (o} increpsing retums fo scale
(b BCregsing refums [0 SO

{a) A ficm (b} A group of firm
{c) Smeil Production (d] Society
(7] A Al e positive 0 ML O S8

(dirone of the ghove

m in the first stage af e low af varable

ARG fre fafal produet | FEISES (3 e

{o] decregsing rate [ incregsing rote

{clBothoffol and{b]  {d} None of (o) and

_{c) constont rote fdlbothaondb

R Functions of the entrepreneur are:

_[FEB) what will be the total product when two

fa] Risk bearing _lobouress are hired aocording to the fable given below?
—{b) Initfoting @ business enlepr - cof
4 ) i MP Total product
ardipnating labourers
: . . 0 - =
_{c) intraducing new innowafinns
& : et 1 350 350
L o 1 | i L 1 13‘] _l.
P | ow of diminishing returns is applicable in: o} 680 thi580
— {o) Monufecturing industry ich350 td)230

{b) Agriculture

s 14 LIY FaLd J
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RIS o o b e shorf per
m Which function shows the relgtionship between with the heilp of:
input and output? _ o} Low of varichle propertion —
(o) Consumption fun chion (b} Lows of returns to scale
b Investrment function {c) Bath fa) & (b
{c) Proguction function jd} None of the obove.
—{d) Cost function

LN which of the following is the reason for the

" mfm'm ol econpmies are enjoyed:
____{a) By targe producers only

(@) Fulter utitisation of fired factors
___(b) As the firm expands (b} indivisibility of the factors
__{cl Both {al and (b} {c) Greater speciolization of lobour
_{d] None of ahave _(d}All af the above.
_ [BEB) rhe Law of Diminishing Returns is applicablein | SR External econamies can be achieved through
: () Foreign trode anly
(&) anly in manufacturing indusicies (b} Superior manageral skill
(bl only in ogricelture _{c) Extension of transport ond credit focilities.
) neither in agricuiture nor in industries (o} External ossistance.
{d] all econoimic.activities after o point
BB cxternal economies arise due ta:
{1 34 e Concent af Keti A Scnie 15 refated tos | (@} Growth of gnciiory industries
7l Ve ot Eeriog (b} Short period (b} High cost of technologies
(c) Long period {d] Nome of above (el Increase in the price of factors of production
(b) None of the above,

BEE e function of an entreprensur is:

L] AL ERILY i EFICE T En G fA0ALT F bt i Sl I TR

| BN innovation theary of entreprencurship is

B Kisk fearing gropodireded By
ntroducing innowations (o} Knight fhl Schurmpeter
i) Al of the abawe fck Max Weber fd) Peter Drucker

m Which of the foflowing 5 not a charocteristic of

m Production function is:

fang ? {n) Purely & technicel relebionship betweoen lnpit &
7] Itis o free gift af noture output
(b It s a mobie fector of production (b} Purely an economic relationship between input &

{ic) 5 b Eelbed fn guaniity

kgl

____{d] Its productive poweris indestructibie.

(e} Both the technical & economical reiationship

betwesn input & autput

__{d} None of the above
____reigtionship bebween
{a) The quantity of physical inputs and physical output | XN The cancept of returns to scale is related with:
of a firm fo) Very short period (b)) Short peripd
— {b] Stock of inputs and stock of output (¢ Lang period {d) None of the above
) Prices of inputs and output
_{d) Prige and supply of o firm. BEE i Cobb-Douglas production function, two inguls
are:
{e) Lond gnd Labour
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) L creved Copibod rmork

fﬁ]ﬂeﬁr‘an af :rtn'.l;ﬂlt*r irt mratfer

ppital and Entreprenegur {c) Creation of infrostructural facilities
() Entrepreneur and fand _{d) None of the above.

EEIR which one of the foliowing is not a characteristic

BB i ong period production function is related to;

ofland? {n) Low of varichle proportions
— {u)Afree gift of noture (b} Lows of returns to scole
bl Ifs supply (s fixed {c) Low of diminishing refurns
___{cl An active factor of production _{d} None of the above.
() fc has different uses,

__.HAn-Entmm&e#z undertakes which oneafthe

BEED The conclusion drawn from Cobb-Douglas
_proguction function is that lohowr contributed obout

Joltowing functions 2 o ond capltel about _af the increase in the
o) Initinting o husiness and resource co-ordination. ~manufocturing groduction.
> | il [} 3} e
__{b] Rigk or uncertointy bearing fa} 3‘ : 1* it ; ;
id) Al of the abave, fcl IT ; t.; fa] None af the ohove.
_ [PREL with a view (o increase his production, Horibaran | [BERRISO quents are also known as:
_a manufocturer of shoes, incregses alf the factors of (o} Production passibility curves

tipn in his unit by 100%. But gt the end ofthe |
e fings thot instead of an incregse of 100, s |

3G

=L

(k) indifference curves

jcl Production ingifference curves

B (L LFET e LA 1) L i b

production has increased by only 83%. Which law of {d} None of the above.
returns to scale is operoting in this case?
o) Increasing returns to scole BEED +iurman copital refers to:
(b] Decrensing returns to scale. (e} Savings by individuals

(b} Mobilisation of savings

(e} Hurran skilis ard obilities

g None of the above

(d} Preductive investment.

; m Linear homogeneous production function is hosed

m The Low af Variobie Froportions s associated

o;
(@] Increasing retums o scale Wt
b) Decreasing returns o scale ja} shart periad
onstant relunns [0 SooiE {5} Loy period
_{d] None of the above e} Both shart and kong periods

{d} Neither short nor long period.

_[EME) which of the following stotement is true in

Felgtion to an IS0-Ouant Curve?
_{ao) It represents those combinations of twa foctors of

m Which one of the following statements is not
coirect?

___production that will give the same tevel of output

__{o} Land has indestrctible powers

(b It represents those combinations of all the factars _{b] Labour (s mobile
ol weill give the some fevel of o | () Copital is nafure’s gift mark
{c} it slgpes ppward to the right (d} Lond is o possive factar,
; an touch sither axis
BEEN \which of the foilowing is not a characteristic of
WEF oroduction is defined os: labour?
(| gation of mathe (o) it is perishoble
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{l) I hos weak Earmn'nirm power

) None of the abave,

LR P LEOOLAT DG COMNQL 68 Semarriay

_{d] Labour is aot mabile BN 1he conclusion drown from Cobb Douglas
_preduction function {s that letowr contrituted about
BB which among the fallowing is. not a choracteristic | and copital about of the increase in th
of Land? manufociuring production.
(o) It is an active foctor o 3 .ﬁ r‘irjﬂ .ﬂ
b it hos vartety of uses e B
_{c) its production powers are indestructible = (d) None of the above.
() Ies supply is imited

m.-_lt the point of infiexion, the marging! product is:

_m When overage preduct rises os o result of an

_folincreasing (b)) Decreasing

ncrease (n the guontity of varioble foctor, morgingl e} Maxirum {d] Negative
: product (5! !
_ {o) Equel to gverage product m soquante’s are equal to:
_____Ih] More thanr overoge product {2} Product lines (b Total utility Knes
{e) Less thon average product {c} Cost fines fd) Revenue lines
____{d) Becomes negative

B supoose the first four units of @ varioble input

_FEB) increasing retums to scale can be explained in
terms of:

generate corresportding total oufput of 150, 200, 350 (o} External and internal #conamics
Ahat will be the morgingl proguct of the thing wmt b} Externgl ond interral diseconomies
af input? {c} External economies and internal diseconomies (d] Al
fal 50 b} 100, of these,
{c) 150 . [a) 200

NS [ he fonrols LoDo-Conoios prodection funchion

¥R A ccording to Cobb-Douglas production function,

will get returns to scale?

Based o6 dies o inclstries in the United (o} Corsrant [ Dirrvinisteing
ates of America {cl Incrensing {d JAny of the ghave
(o) menufocturing (b} construction e ——— .
[c) cansumer {d) awigrion, m Which of the foilowing statement about foctors of

production is ol true?

NN | Eoonarmics, enfire process of s npthing but je} Land is @ passive factor

cregtion of utilities in the form of goods ond services. | (b} Land is a free gift of nature
_{o) Consumption _{b} Production _{c) Land is immobile

{c) Exchange (el Distritrstion, {d} Land is perishable

BERN Cotits ouglos function is given by @ = KL° C°

R vhich of the foilowing is cansidered as production

_ {alifa+ 8> 1, increasing retirns i ecornmmics?
(b If o + B> 1, increasing returns to seoie (o} Helping o blind person in crossing the rood
Ae)ifo + ﬂu,ﬂmunﬂﬂngmwﬂi _(b) Group dance performance in 4 colioge ennual
' decrensing returns (o scole fungtion

{c} Holding o child whao is folling from o wall

M Production is defined as:

(d} Performing an ort in o theatre

(&) Creation af matier

{b) Creation of utility in matier

{cl Creation af infrostructural facilities
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Rl orgingl, average ang (g Iﬁtﬂﬂﬂﬂﬂ.ﬁ_ﬂ?—ﬂ_. iren i —m—‘:ﬂwﬂ'ﬂ‘h gl 13
the short run will nof comprise with (e} Direct cost
__{o) When marging! product {5 ot 0 maximim, overage. _{b} Total cost
product s equal te marging! predect, and total (e} Accounling cost
rdUET S rising {d) Cost of foregone apportunity

{b) When average produck (s maximum, overoge proouct
s equal bo morgingl prodect, end totel prodect s |
rising

_m&inumuUMmﬂﬂmn:ﬁaﬁd_:mt'

_{c) When marginal product is negative, total product ond
__avergge product are falling

{o) Rernains constant  {b) Starts falling
) Start rising fd) Nane

(o) When tote! product is increasing, averoge product |

| WD Averoge fived cost can be abtained through:

— ond marginof product may be either rising or folling | o1 ape = "':'; (Bl AFE = :‘:r
ok T AT ric
arc =1 ===
BB supoly of land is in cose of ecanomy?. ; fel L fdy Tt
[a) Elastic (b) Inelastic

—— Q) Parfactls inelastt

m.-ﬂ..’-'lf CLNVEe 5.

(o) Canvex B downword sloping

_{b) Concave & downward sioping
B8 wie s the slope of . (e} Convex & upward sloping
falTP. (bl AP (d} Concave & upward rising
{c) Both {d} Nome
m.ﬂ. Jirmt's averoge ficed cost is T20 of 6 units of
For Cuestions [77] - [79] used the dato table given output what will it be ot 4 units of output?
below : (e} 260 (b) 230
Mo of Total Marginal () 540 fd) %20
wiarkers output output
0 a a mu-shuped average cost curve is based on:
;_lr l_ﬂ ; {2} Low af increasing cost
3 24 {b) Low of decreasing cost
(c} Low of canstant returns to scole
{d} Law af voriabie proportions

m When shope of overage cost cunve is upword,

marginal cost

- B (@) Must be decreasing (b Must be constant
=B " bl P et fie) Must be rising (d) Any of these
o) & (b} 18 o
{c)12 e} 17 BN i totol cost ot 10 units is 1600 and 1640 for 11th
unit. The morging! cost of 11th units :
R what will be marginal utput for 3 workers? (o} %20 () 230
{0)6 (b} 12 ) %40 () ¥50
el F full &
MEl:unumfc cost excludes which of the foliowing :
ww. {a) Accounting cost + explicit cast
{a) 12 (bl 11 {b) Accaunting cost + implicit cost
fcl8 (@l None [c} Explicit cost + impiicit cost

{d} Accounting cost + opportunity cost
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fc) 190 (dl) T8O
R} which of the folliowing cost curves is never ‘L°
shaped? B retuins to scate will said to be in operation when
(] Averoge tolof cost curve. quantity of ;
(b) Marginal cost curye (o) All inputs are changed
{c) Tatal cost curve (b} All inputs are changed in alrecdy established
—{d) Totol Fiked cost curve propartion
{c} Al inputs are not changed
o m.i uppose, the total cost of production of _{d} Ore input is changed while quantity of oll other
_ commedity X s TL25.000, Qui this costimplicitcost /s | fputs remain the same

%3500 and norma! profit is 325,000, Whot will be the

—_explicit cost of commodity X? BEE which of the following curves never touch any
o) 90,000 (bl 63,000 bt is dawnward?
) 60,000 Ad} 1,00,000 o} Marginal eost curve
{la) Total cost curve
R whar is the total cost of production of 20 units, if | fc) Average fised cost curve
fixed cost s 25,000 and variable cost is 12 7 (d} Average variable cost curve
___{n] 5,400 (b} 5,040
__{c)4.960 (d} 5.020 WEER which af the following is kriawn as Envelope
_Clrye?
RN Foternol economies acorue due to {2 ) MIC crirve (b AFC curve
¥ SO5ING FECUTTS 10 soale {cl LAC curve {d] TR curnve
) ICTE I'F CE LAY LR L [
{c) Law of variable proportion BEEL A firm producing 7 units of output has an averoge
[d) Low cost. Lotal cost of ¥ 150 and has (o poy ¥ 250 1o its fixed
foctors of production. How much of the average total
RN A wehich point does the marainal cos e | cost s mode g of warigble cost?
Alersecl the meerage varolbie o Fie G SHord FLn | (@] 3200 &) 550
gverqge fotal cost curver {cl 300 gl 100
{a) At equilibrium points :
[b) At their lowest points mﬂ'nn’s gvergge fived cost is TX0 at & units of
{c) At their ogtimum points cutput, What will it be at units of output?
{if] They don't infersect ab ol {iz) TH0 {hx] 230
{ch %40 fg) 20
. .m.fnw[tﬂcm: muay be defined as the: o o -
___{al Costs which do not change over a peried of time 0. 100
{b) Casts which the firm incurs but doesn 't disclose | Output (Units) Total Cost [
{c) Payment to the non-owners of the firm for the a 20
[ESOUTCES 1 40 L
—__{d] Money poyment which the selfemployed resowrces || 2 £ )
could have earned in their hest alternative 3 &0
B8 A1 P WA ]
Eind Average Fixed Cost of 3 units
BB A firm's average fixed cost is ¥ 40 at 12 units. la) 10 fh) 30
_ What will be the averoge fixed cost at 8 units: fclas fd) 60

a) 260 (b} 270

m_Lnua_ﬂ.ru.n'ﬂﬂs_um‘_hM'
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{ir) Avermge Cast (b} Total Cost f:l ir I;'ﬂ'J .?;E

(c) Fixed Cost () Varighle Cast
BB e rotal cost of production of 10 units is 200
When preduction is increased to 20 units ifs tota! cost
decomes TH00._Whot will be its marginagl cost.
BT \whiich of the following curve is not L shaped? fa) 400 (b} 40
{o) AFC fbl AVE {cl 4 {dl 33
fe) MC {d) TC.
MR From the following detalls, find out the average || Unit g 1 2 3 4 A—
___varighle cost of 10 units: TotglCost |20 (30 40 |50 |60
) Ehstpet i) ia 20 L
- fatal Ciost w00 L) T2 L Aol sl be the AFC gl J units af outpul.
faid bl 3
fa) TA0 (b} T0 mark frld {dl5
{"..J L | :"dlt #4000

memmmmmmmmm
BB the total cost incursed for 10.units is ¥ 400 and | services are called:

—20unils i X 800, Find the-morginal cost jo) Oppartunity cost—{bReal cost
{o) 2400 (bl a0 jc) Explicit cost {d)implicit cost
T, :I'.#_q?r.l
BBEENococt Cost is nisa .
PR hich one of the following is correct o)l indirect Cost {b) Traceahle Cost
(o) AFC & AMC + ATE {c) Opportunity Cost {d) Accounting Cost.
(B ATC = AFC - AVT
{c) AV = AFC + ATC BEEE] Firms AFC s $200 at 10 units of output what wil
Al AEC = ATC - 4 de it ot 20 units of output?
{a) 500 {h) 100
1 188 el b ] id A T fmdle ': At :I'i-il 1517 :I'.ﬂ'il 2T
Linit o 1 2 3 .
Total Cost | 30 40 50 &0 EFED L 0ng run price is also colled by the name of
fal 30 (bl 15 (o) market price (i) normed price
{c) 10 (d} 5 lcladministered price{d) wholesale price
_ [EWER Find AFC of 3 units EEEE vt will be the AFC of 2
— Unit (1] 1 2 3 | tahie given below:.
Toral Cost 15 25 35 45 Output ] 1 2
Totol Cost 580 689 &50
fal 5 {10
el 15 (dl 25 _{m) 105 fh) 135
fe) 235 fd) 230
BT \whiot will be the TVC if we produce 2 units?
| Uit 0 ! 2 _ _ [EREI Fixed cost is known ae rast
___| Total Cost 20 a7 50 (o} Prime () Supplementary
(e} Overhead {d] Direct.
{a) 15 (b} 05




{1,117 Bl .mue Curve is olsg known g i:}:-is ﬁ:l'.l 20
(o) Profit curve {h] Demand curve
(el Supply curve (¢l Average cost curve
mm,npfr cune remaoining enchanged, an increase m Given
—_indemond will lead to Qutput o 4 &
a) Afoll inprice (bl Rise in price Tolal Cost | 20 24 48
_{c) Mo change in price__ (d) An increase in supply. :
What will be the AFC of 4 units of Output
OB Find out AFC of 3 unit; (o) 2 (b) 3
____ Unit o 1 2 3 | ()4 fa) 5
..... Total Cost 300 1000 2000 3000 |
BB 5uppase the total cost of production of
ol 100 (b} 200 commadity X is $1.25.000 Ot of other cost impdict (s
] 300 [} 400 35,000 and poverral profit s 525,000 whot will be the
expliclt cost of commodity X7
. Ea _{s) 60,000 (b) 65,000
___ Unit [y 1 2 e} 50,000 fd] 80,000
Total Cost | 580 1200 1500
m What will be the total fived cost for the
atculate AFC at Znd unit of output production of three units as per the detoils given below:
fml 235 (bl 290 Units d 1 2 3
{cl310 {dl 920. Total 62 = | 155 367
Cost i 0 5 {
m in the fang run alfl factors ore .
7) Fixe (e)&20 (b) 640
NpTa— fc) 1115 fd) 2650
= L o0 O o o o O
{dl) None. BB cost in terms of pain, discomfort, disobility

m Wihal s the total cost of production of 20 uaits, if

r'r:lvﬂ-f'l-fﬂ'_n'_n supplying the viarigus fﬂfm& af Pl".l'-;&;:.rﬂl';ﬂ-ﬂ
by their owrers are térmed os
(o) Aocial cost ) Expilicit cost

' P AT N
rim T

eahlo P f
= s, Pl s 7

{c) Real cost {d] Implicit cost

a8} 5,300
Tcramer

{55, IS0
farsoo

[EBER] which of the following Is known as the Envelope

——[REEN wiict of the follswing 1s known o5 Envelop

Curve?

o) Average variobie cast curve

Vi
mr”f'_____ = (b} Average total cost curve
o] Average variabie oSt cirve {e) Lomg run averoge cosl curve
(Bl Average tofal cost conve | igiel =~ ST

“[c) long run average Cost clhrve

_(d} Short run averoge cost curve.

[T ShOrt TUn OWeToge CO5L CUTve

m The cost of resources owned and employed by

the entrepreneur himself in his business is kermed as

BEEEY e overage fiven Tost for prowucing o enpar o

cost,

G OIS O O OO OEr B O I IS ¥ 300 TIE Save tost for
produsing o ol el o Wil Be T :

() Implicit
{d) Vorigbie,

(i) Expicit
fc) Fixed

[&] 50

5y as
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m_ﬂmme_ﬂm_mﬂmﬂ proguction of o

'SERR A firm o will Close dowen | e chort period if i gmmodity &' is T 00 ot af which malicit cost i
Gverage revenue is hess thin is: _X35.000 and normal profit is 225000, What wouldbe
(ol Averoge cost (b} Average vorigule cost. the expiicit cost of commudity x7.
fe)Marginalcost  [d] Average fixed cost (o) $50,000 b} TE5,000

() 100,000 {d) THOL000

#EEN 4 firm's fodod cost ds T 200 of 5 gnils of oulput
_and T 220 gt & units of output. The marginal cost of
_ producing 66 unit of cutput will be

_BEEE) in which of the following coses eppartunity co
cancept applies?.

(2} Resources have gllernaiive Lses

(a) 20 (b} 120 (b} Resources have fimited wses

_ fcj2M0 {d} 320, {c) Resources howe no uss
_{d} None of the abave..

[EREEN consider the fallowing data .
_ Unitsaf | O 1 2 3 a4 | FEE Direct costs are also known as
_output _ | fa) Traceablecosts  (b) indirect costs

Totel Cost 25 45 &0 85 108 (e} Oppartunily costs fd] Real costs.

— The Averoge Vorioble Cost fAVC) for an oulput af 4 wnits

EEER which staternent amang below i correct in

il 2 reference.in Average Fixed Cost
fol T20 (bl T30 (o) Mever becomes 2erd
fc) T8 {d) T26 () Curve never iuches x-axis
(c) Curve never touches y-axis
[FBEY) 7he change in tatal cost due to.one unit chonge. | (d) All af the abave.
in the outputis cofted cost.
{a) Marginol (b} Average BRER \orginal cost changes due to changein____
1o oo A L Coat
{ia) Tokal (8] Fixed
7.13 i " st ho {Cl Average fd) Varighie
- Lol -
(o) Equel {b] Aboue m.ﬂ firm produces 10 enits of @ commodity ot gn
fc] Below {d) Pareiled averoge fotal cost af 200 ond with g fixed cost of ¥ 500,
Fing aut the companent of avertage varinbie cast in the
SRELN The Averooe fixed cost for producing on outo fatal cost
of & units of 0 product by o firm is T30 The same cost (o) 300 fb] $200
—for producing an output of d units will be 3 {cl 1150 fd) 2100
(@) .50 {b) 45 C—
fe) 25 {d1 20 BEEE Average total cost to a firm is TG00 when it

— [WWERl which of the following cast curve will slope
_downward ond dops nod touch the x-oxis?.

__produces 12 units of outp
_i5 17 ynits. The MCofthe 13th unit is !

L1 L DL WiEn GNE U LD LT

o) ¥340 {b) T540
c) 840 fd) £1.040

bl Morging! cast cirve
el Averoge vorighle cpet cures

) Averoge fixed cOs! curve

cormmodity is T 250 and fixed cost (5 1.000. What will be

the average fied cost of producing 100 units of the

BEER average cost of producing 50 units of gny

comrmadity ?
\ 3.10 | Poge




fol ©I0 (bl =30 {o) Decreasing avergge varighie costs
{c) T20 (d} %5 (b} Decreqsing margingl costs

_led Increastng margingl costs —
ERER company produces 10 units of output and incurs | {d) Decreesing fixed costs,

T 20 per unit os vorioble cost and § per unit of fized cost.

Whot will e its total cost of producing 10 unigs?

(o) T300 (b} 35 EREEN Ve the output of o firm increase in t
{c) 2305 {dl 3350 fun, its averoge fxed cost

B _{a) increases

__ BWER 0 the bosis of the following data what willbe | (b} Decregses

____the marginal cost of the 6th unit of outout? (c} Remaing constant

_ {Output |0 1 |2 3 4 |8 B8 | [d}Firstdeclinesand then rises.
| Total 24 33 41 48 54 61 | 69 _
|Sostlty |9 @ |9 8 ¢ |9 |0 R vhich of the following cast curves is never ‘U*
shaped?
by ¥133 il {o)} Average cost Curve
{80 RSy (b} Margingl cost curve
. . _{c) Average varichie cost curve.
Mme positively sloped (rising)] part of the long run {cl) & fined cast curve.
~ average cost curve indicates working of the i . :
(o) Diseconomies of scale ' . .
LOEE CUnye normmaihy:
{b) Increasing returns to scole Fﬂa‘.&d
storts from the erigin (&) 1s U shaped
Kkt ot Yoraedls (chis vertical ling {4} is horizantal line.

{d] Economies of scale

m'!w:rag: Jixed cost curve is olways!
{a) Declining when output increases

BT 5 otional producer will produce in the stage in
which marginal product is positive and ;
() MP > AP [B) AP = AP

fb) L-Shoped, If there are increasing returns (o scale

{c} IR o AP fa] AP {5 rern,

fc] U-ahoped, If there are decreasing returns to scale

{d] intersected by margingl cost of i85 minimum point

BB ¢icnning curve is related fo which of e
folowing #

BB he vertical difference between TVC gnd TC
curves is equal 1o
fod WIC
fe} TEC

fi) AVE
fet) Maree af the ahous

fe) Shart run overage cost cuirve

(&) Long run overoge cost curve
(¢} Average vorioble cost

; MWMI happens to marginal cost wien auerage
ot irpreaies?

{d] Average total cost.

(o} Marginal cost is below average cost

BEER}.sing the following data find out the marginal

{b) Marginal cost is above overage cost
(c} Margingl cast is equal fo average varabie cost

cost (M) af the sixth unit of sutpul!

A ___|_{d}Margingl cost is equal fo overage cost
Outpat. (O |1 |2 |3 (4 |5 |6 |7
Tokalcost |4 |7 |9 |11 (13 1M |16 | 18 =
B |3 [4 |38 Q 5 |'E i __m
apportunity cost of producing it, then:
(o) The market price of the product will increaseinthe
fa] 24 (o) Ie i i
fel 20 {dl 21 R

(b} Producers will increase supply in the jong run

minishing morginal refurns implies

\ 3.11 | Page
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Wy IR [T AT PRI i

s I, i
time
{d) The sitwation will remain unchanged as leog o5

upply and demond remain in bolonce,

wm the cutpul of g firm
| increpses, its gveroge fixed cost
_ (o} Rermains constant
(k) Decreases
{el ncrepses

_ [EB¥ fiom bas vorioble cost of 31,000 at 5 units of

{d} First decreoses amd then rises

fixed costs ore 400, what will be the overoge
_fotol cost ot 5 units of output?

_ EEER whot will be overage vanable cost of produci
_5 wnits of blankets os per details given in the following

L (o] 380 b GO0 lghie?
_{c) 289 {d) 400 Slankets | 1 2 3 4 5
Tatal Cost = 2,575 2,800 4,500 5300 6000
MEf.aya':ngﬂmm.m&tqf producing S0 wnils Is ¥ :
250 and tetal fixed cost is 1,000, What s the guerage @) T500 k) X750
_ fixed cost of proglucing 100 uaifs? {cl 2900 fel) T1.000
fol 5 bl 30
fe) 20 {dl 10 MEHJE.I'] af the following is/are examplefs) of an
_economic cost?
R when overage fised cost s 120 me Gunitsaf | (o) Wage paid to lobourers
_autput, what will it be at units of output? (b} Row myoterigls purchose cost
fo) FH0 {bl #30 {c) interest poid on short tarm loan
fc) Tag fal T20 (d} All of the above,
BB odern industrial units face cost curve due. 1o, BEEE O portunity Cost is:
chonge in their technology of production, () Marginal cost {b) Varigble cost.
(o) U shaped (b} L shaped (e} Total fixed cost fd) None of these,
Dish shapea (d} ! shoped

R The oo vhich remoin fixed over cerfaln range

MTM- “law of diminishing returns” gpolies o
{or} The shart run, but not the long ren

of pufpul but sudden'y jump to g new higher level when
production goes beyond o given imit ore called:
(o) Varioble cost (b} Semi- varioble cost

(B)The long run, but nat the short run
(c} Both the shorl run ond the lang run
{d} Neither the short nun nor the long run

{c] Stalr- step variable cost (d) Jumping cost

m_tmeur homagenous production function is based

R firm producing 9 units of output hasan
_avergge fobol cost of T200 and bas o poy 3630 to lis

an .
(@} inereasing retirms ta soale

cast s made up af voriable cost?

(e} Canstant returns bo scale

{o) 150 (Bl %130 {d} None of the above.
{c} 70 {dl F300
! mwmm af the following curve is not L shgped?
el e ol of aone thing o ferms of aifernotive o} AFC {b) AAC
given up is known gs: fel AvC fa) TC
____ (o) Opportunity Cost (b} Real Cost

_ {c) Proguction Cost  (d) Physical Cost.

BEEZ). it TC 580 1200 1500 Colculated AFC at 2™ unit

af putpur:

fo} 235 fb) 250
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fc] 310 e} 820

BEER v tich of the following curves never touch any

_{c} Praduction cost ) Neminal valve

_axis but is downward
___{a) Marginal cost curve BEER A ccounting cost is of Econamic cost
{b) Total cost curye {o) Equal ko Ab) Less thon
_{c) Averoge fixed cost curee {c) Mare than {ol) Nt included
_____{d] Avernge variabte cost curve

-.ml"!-"fl'.?ﬂt.ﬂ".:. Curve is gt minimum then MC Curve is

BB izl economies aocrie due to . (i) Ml then AC Curve
(o) Increasing returns to scole (b} Equals to AC Curve
bl increasing returns to foctar {chabove AC Curve

{c) Low of varalle propoctions _{d} Less then AC Curve

{d] LOW cost

BEER which of the following equation represents prof

PR firms average fixed costis I200r6 unis of |

| g s o corndition 7

output what will be gt 3 units of output? (e} ML = MR {b] ML > MR
{d} ¥20 e} MIC = MR fa) Nene..
(@l 320

m’ﬂ{? curve of a firm in @ perfect!y competitive
industny depicks?

(o] AFC =AWV + AT (Bl ATC = AFC - AVT

o} Pemand curve  {B) Supply curve

{c] AV =AFC + ATC fal) AFC = ATC - AVC

{cl Avergge cost curve {d] Totel cost curve

BWEEd 11 vertical difference between TVC and TC
cuirves is egual 1o;

fo) ME {bLANT

BBER <: 105 requiring decision making in the context of
business are;
{o} Ho

{c} TEC

{dl Nome gf the ahowve

{b} How will the product be placed in the market?

ml'_'he cost of ore thing in terms of alfernolive given

U
{@l Real cost

(B Productian cost
. el epst

it Haw o combat the risks ond uncerfginties imvolved?
[} All of the oboave,

m:rw of production does not inclde ?
(o) Returns to scale

BB 1he cost which remains fixed over certain range:
_atmmmmimuummmmf_
__when production goes beyond e given imil are called:
{o) Variahle cost (6] Semi-variobie cost

_ () Law of variable gropartion
e Law of diminishing returns to o factor

__[d] Least cost combination factors

costof ¥ 250 ond % 125 o5 per unit cost for fixed foctors

_af production. Then averoge varizhle cost will he
fa) 80 {h) 50

ichi12s {d] None of the above

_{d] Pargilef to y-gxis

FRER v hich of the following statement is incorrect?

() AC s sloping downwards, MC is below AC

{h} AC is sloping downwards, MC must foll
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1 AC s sloping upwords, MC {5 above AC
(gl MC cuts AC from its lowest point, Q. Ans ) Ang Q Ang Q Ang
1 a 52 B 103 B 154 b
2 g B3 A 104 ] 155 b
_mr:rlr'rrnsh-'np rarging! returns implies, 3 A "4 r 08 o 156 c
(o) Decreqsing averoge fixed cost 4 A g: i I':h:!'-r c ﬂ C
: 5 A A 10 A 1 B
{b) DeneasTng .nuernjge voriohle cost i = = = 3 > . 5
el Decregsing marging! cost T £ 50 b 109 B {01 o5
{d] Increasing marginol cost L L 52 A 10 D i D
3 € &0 B 111 c 162 C
10 ~ HETEEN i B By | B
_ ENERNcpporiunity Cost s : 1 A |62 [ a [Tam | 8 [aw ] c |
3 12 =] (-] B 114 B § k] B
.._m,l.ﬂ&:m.m_mnm_m. of accounts = = = = = £ i T
{b) Socrificed aiternative 14 8 | &8 R 0 -
{c) Both {a) and 15 € bb A 17 B 168 [3
18 a &F £ 1148 B 160 v
{d] None of the above 17 A 8 A i | A 70 | b
18 A [ A 120 B 171 A
I ; o a i) A 171 a ¥z [
_ ERERwhich of the following is true? 1
A 20 c 7l o 122 B 173 A
(o) TC=TRC+TVE (b} TC+TWC + TFC 71 b 72 b 123 c 74 B
fe) 3TC - TWC = TFC (gl None 22 &} T3 A 124 a IT5 [
23 a 74 [ 128 o 176 A
; o P 24 4 75 A 126 B 177 g
Mmra: Economic Cost = Explicit Cast 4 Implicit Cost] |28 o Th B 127 A I7B o
H 26 b 77 A 128 A 79 a
2r &} i3 [ 129 L 180 C
(o) Morreal Profi {bF Super Normal Frofit R & T5 n 530 B 1 -
{cl Loss (dl Nome 29 B BO B 13 B 182 A
30 a 8l o 132 A 183 A
_ _ 3 £ B2 A 133 A 84 B
BB Economic cost of production differs from T s 5 2 =1
accounting cost of production 33 £} B4 i 135 a 186 A
. 34 £ BE € 136 B 187 B
fa) Pactially ibl.True 35 B M ¢ | 157 | b | 18 | b
{iat Al 36 2] BT A 138 ] 185 1]
37 A BE 5 139 A 150 C
_ _ ET: A B3 B 140 A 191 B
EBERhich curve is never U shaped 39 B 50 B 141 b 152 o
[a) AFC (B} AVC 40 £ 91 A 142 b 153 B
41 A 92 E 143 C [5G4 A
e) AC (dil Nore 4z P 9 o 44 | © 155 | A
43 A G A 145 A 196 B
& i o5 B 1465 &} 197 A
45 =] P [ 4F =
46 [ oT [ 148 A
A 47 o B8 D 149 A
48 =3 1) [ 150 B
r 49 £ 100 A 1658 c
5O A 101 2 152 £
Bl =3 102 A 153 B
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| | Chapter 4- Market & Its Forms

B which of the follawing is not an essentiol gondition
of pure competition?

). 6 Marli gt wirich fgnee fang fivdes are knowrr @5

(&) Dugpoly

lckMonopsany  [d) Oligepsony

BE Aonopoiist con determine ;

(o) Large number of buyers and seflers

{a) Price Ib) Qutput
{ch Either price or output  [d) Nome

_{d) Absence of transport cost

. m MR of n th unit is given by :

BE Linder which of the following forms of market |
_structure does a firm has no control over the price of its

e} TR =T By

() B TRy (B) TRyt TRy

(d) All of these

____proguct: __mﬂ']f morkel structure in which the number of
o) Monopaly _seliers is small gnd there is Inter dependence in decision. .
[b) Qiigapoly making by the firms is known as :

_{c) Mongpalistic competition (o} Perfert rompetition  {BjOligapoly
(d) Perfect campetition feiMenopaly  [d) Monopelistic competition

_m Given the refation MR = MR = P (1= ife> |

_m In pedfert rompetition, since the frmisoprice

toker the ________cunveisosirgight lime:

E whm shm.'.rﬁff.rrm do wﬂen Marglrmi fEVENUE .'5
greater than marginal cost?

dthen: {o) Margingl cost {b) Total cost.
() MB=( fhl MR <0 fc) Tatal revenue fd) Marginal revenus
() MR=0 {dl] Nene
mﬁmn the relatiocn MB = P [r21| e el then:
ER Frcfies of the firm will be more ot ; {o ) MR<D. ) m;; i
(o) MR=MC lc) MR =0 {d) None of these.
(b] Additionol revenue from extra unit equals its
additional cost RPN For o discrimingting monogalist the condition fo
{c) Both of obove equilibrium is:
(d] None fo} MR S840 {h) MR_= MR
...... (el MR, = MR, = ML Jd) Al of the abave,

m.dmera;re FEVEMLE CUMVE. (5 m50 knowi iJs.

(&) Firm showld expond autput {a} Prafit curve {b) Demand curve

(b Effect should be made to moke them eguol {cl Suppiy curee 1) Avergge Cost Crnve
{c) Prices should be covered down e il

{d) All of these BBEA Given, A% = 5 and Elosticity of demand = 2 Find

== MR,

WM Under monapoly price discrimination depends upon | fa)+ 2.5 {h)-25

(&) Elgsticity of demond for commodity fcl+1.5 fd] +2.0

(b Elasticity of supply for commodity

(c} 5ize of market BB o seller ohinins G,ﬂﬂﬂn,fmr:.eﬂmgjﬂummm

mJAI'Irﬂ'fl?ﬂﬂ‘ﬂ!" f" Tl"h’lnﬁ'rr:rl' rlir Ly hen mmanging ) rif] A
b

m Firms in a manopolistic market are price (o) #5062 {h) TE0.00

(o) Takers (b} Givers fc) X60.00 fd) $59.80

[} Mokers [d) Acceprors
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n rigg, i _Mdﬂmdmmﬁﬂmmmﬂ panding
i5 less tham | putput fo the level where margingl revenue (s equal
_{o)AC (bl AVC __ to marginal cost. —
(el MC (el None af the abave (e} Both fal and (b
{d} None of these
m Which ane of the following expressians is correct
—for Margingl Revenue? SR viarket consists of
fﬂﬂﬂﬂ'"ﬂﬁ'{%ﬁfh}m#ﬂﬁ'—?ﬂmi {o) Buyer and Seller
T MR = ﬁ_“h T MR= 2 {b) One price for one product at a given time
) (clBoth (o) and
{d)} None
_[EBJ the market for ultimate consumer is known os:
(o) Whelesale morket  (b) Regulcted morket B¥B cemand for o product is unitary elastic thea
() Unreguioted market  (d} Retail market fa) MR=0 (B MR >0
(€l MR < fd) None of the above
m Far g firm to become profitoble it should expond
output whenever; BEEN which of the following is true, when the firm is at
___(a] Marginal revenue is equal to marginal cost | aquilibrium?
___(b) Marginal reverue is less than marginal cast (o} WIC < IR
(c] Marginal revenue is greater thon marginal cost (b MC curve cuts the MR curve from below
{d| Averoge revenue is greater than overage cost, {c} Both fa)l and &)
{0l None of the above
m On the bosis of noture of tronsoctions, o marker
ity e insalfien Ma: BERE wien TR s at its peak then MA is equal to
{a) Spot market and future market (o) Zero () Positive
(b) Reguiated market and unreguloted market (c) Negative (d] Nene of the above
(c) Wholesale markel and retail market
(d) Local market and natianal market BERN e price is 320, Quantity demantded is 10 un
and price is decreqsed hy 3% then guaniity demomd
m In '*'E"'}'sh"-""'t F'E'”m Fl"rﬂ"kﬂ increased by 10% ther Margingl revenue is
(o) 5upp.l'pr dﬂmg‘ﬂ .b-ut n'enmnd remains same o) %10 (b) %11
{b) Sur:lp.l'pr chnng'es but price remains same el w9 fd) T20
() Supply remains fixed
(e} Supply and demand both changes m Which of the following represents o e
- | inoperfect competitive market?
mﬁ.rm will close down in the short period, if its AR is fa) MC curve {b) AC eurve
frss thon: - (e} AR curve 1d) R curve
fal AC_ fbjave _
{c) MC (d} None of the above. m When TR iz man, then MR Is
I ——— o) Zero {b}One
m Whnrh af n'?e  following is correct? {c}Both fa) & (h] {d) Nare
o) MR = AR f2 -1)/e (b} MR = AR [e +1 ye
(cIMR = AR (1-elfe fdl None of the above I is alsp called @ free market gs there
= are no stipulations on the transactions
BT Accarding to Behavioural Principles. () Unregulated h) Requlated
(o) A firmy showid not prodece aof ol if its total varioble (e} Retail {d) Spat
costs are not met.
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p pay and deliver goods at some future date |
(o) Spot morket b} Future market

fc) Unreguiated market (o] Retoil morket

JJ;;-

m firm reaches it shut down paint
o) When price f5 tess thon AVC in fong run

WIEER A increase i syply with demand remaining Ehe
|_same, brings abaut,
o) Anincrease in equilibeium quantity and decreasein
equilibrivm price,
{b) An increase in equilibrium price and decrease in
eguilibrivm guantily

ic) Decrease in both equilibrivm price and quarntity

b When price is less than AV in short run,
_{c) When price is maore than AC in long run.
__{d) When prige is move than AC in short rum,

(d) None of these

EEE when the price of o commodity is 120, the

guantity demanded is 9 ynits and when its price is $19

__ [BEB pemand of good increases from 15 units to 16
wnits if price decreases from T 40 1o ¥ 38. Whot will be.

__the Quaontity demonded is 10 unis. Bosed on thi
_infermation what will be the marginal revenue reswliting.

MNEof 158" uniks, Jrom an incresse in outpdt from 9 units to 10 units?

(ol &8 fbl 16 il T20 (b X190

fcl38 {dl 15 el 310 {ad) T
R MMﬂﬂmumjrﬂﬁLﬂEmﬂﬂfﬁﬂﬂ i) ; m.[.!'_mﬂpr.l'cf. of o commaodity is fred, then with
(ol AR =AC fb) MR = MC _every increase in s sold quantity the totol revenue wil :

fcl ME = AR (d] MC=AR and the marginal revenue will

{o) increase, olso incregse
{135 R iVl gy be determined [hrggh: (b} Incregse, remain uncRanged
z) Only demang bl O goly {c) incrense, decline
(t) Both demand & supply_(d] Nome. A} Rerain fixed, increase.

m&f price is forced to stay below equilibrivm price

SRR i/ supnly decreases and demand remains constant,

hen conseguent; g e sgid that; then equilibrivm price will be?
7l Exces O R B Excess dermand exi | (@l fndregses ) Deeremees
ither fo) ar (b diddeither fal nor ff) {cl Mo chaonge fdl Become Negative

BERN An increase in supply with unchanged demand

m.d.::mru‘mg to pigou, first degree price

legdsto . gdiscrimingtion charges price o;

7] Rise in prive and fall in guantily {iz) ingdividyel copadily ] Quantities sold

bl Fall in both price and guantify {c} Locofian fd] Mone of the above
__{c) Rise in both price and quantity K
__{d] Fall in price ond rise in quantity RS kot is the shope of monopolist Averege Reveny

- _Curve?

m.rn the long run: {a} Falls from teft to right  {b) Is poraifel to X — axis
_ {o) Only demand can change {c) s paraliel to ¥ — axis (d) Rise from left to righ
—{b) Only supply can change

{c) Bath demand and supply can change BB what is the shope of perfectly competitive

d] Mone of these Average Revenue Curve?

BB condition for producer equilibrium fs -

{o) Porpfiel to X axis _ {b) Parallel to ¥ gxis
{c) Foll from left to right  {d) Rise from feft toright

o) TR=TVC (b} MC = MR

{c) TC=TAL {d] None af these

R rtonopsony means

{a) Where there gre lorge firms
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() Thers is ﬂ.ﬂﬂm‘e bippsr

Fﬂ Hi:rﬁ.fr inefasiic ﬁ:l'.l Lerg

SRR MaEr Jff (NS SUPETS

__{d] Single seller and single buyer

BB When increase in demand is equai to increase dn
suoniy and eguilibiium price remaoins caastont, then

— whot ohowut eguilibeivm guontity ?

BEE) \when AR = T10 and AC = 38 the firm mokes

(e} Normel profit b) Net prafit
{c) Gross profit {d) Supernormal profit

7] Increases {b] Decreases
_{c) Remupins Constant ___ {d} None of the above

SR what are the conditions for the lang rur
_equilibrivm of the competitive firm?

(@IAMC=LAC=P (Bl SMC=3AC=LMC

BB An increase in supply with demand remaining the

c) P =MR (d) All of these

___same. brings obouf

Aol An increase in equilibrivm guantity ond decrease in.

: Emkeﬂ demand curve hypothesis s given by:

equilibrium price. o) Alfred marshol {h) AL Pigou
_{b] An ingrease in equilibriym price ond decregse in {c] Swepry fa) Hicks & Alfen
_ equifibrium quantity

(e) Decrease i both equilibeium price and guantity.

BEFN 5upernarmal profits occur, when :

____{d] None of these

g m.ﬂ competitive firm in the shart rin incur losses.
firm continges proguction, if:

hio

_{o) Totol revenue is equel to totol cost
() Tatal revenue s equol to variabie cost
{c) Averoge revenue is more than averoge cost
{d) Average revenue iz equal to overoge cost

(o] F > AVE (b} P = AVEC

fcl P < AVC {dl} P >= AVC ®ED f under perfect com fing
below the average cost cunde, the firm would ; [ncur

O Lot market condition, firms make losses.

normal profits in the long run: {a) Make only Normai profits

z! Herfe canrpe Hition Dl Manono {blincur losses

(ol Ofgapoiy {dl fome {c} Make abmormal profit

{d} Brofit cannot be determined

: m.ﬂ. monegolist is gbie to moximize his profits when |
[a] His gutput is maximum

i) He charges o high price

i) His averags eost (5 minknum

m The MR curve cutts the horigonte! line between ¥
axis ond demang curve into:
fia) Twio aregusl parts

¥ ngrgingl cost is egual fo margingl revenye (b} Two equal ports

[ _{ch May be equal or unequal parts
R under which of the following morket structure AR | {d) None of these
____af the firm will be equal to MR? =

(o) Monopoly B kcinked demand curve (s abserved in
k) Monopolistic Competition (o} Cuopaly market () Monopoly market
____{c) Diigopaly Perfect {cl Competitive market [d] Ofigopoly market,

{d} Competition =

B Competitive firens in the long fun eaen:

BB under Monapolistic competition the cross () Super normal profit __{h) Normal profit
_elosticity of dermand for the product af o single firm fc) Losses fd) Nane

(B) Highly elastic
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g =

[ar

= P -.li

| BB 1R Curve = AR = Demand Curve is @ feature o
which kind of Market?

(b P= MR =AR
(¢f] Nene

__{a)|P=MC
fc) MR = MC

_{a) Perfect Competition  (b) Monopoly
{c} Morropolistic (e} Olgopaly

BT A firm weill shut down in the short cun if :

mm the [nng-run monopalist con:

(ol it is suffering a loss (@} fncur losses
bl Fixed costs exceeds revenue (b} Must earn super normal profits
_{c)] Voriohle costs exceed revenues e} Wants to shut-down
____{d) Total cosis exceed rEVEnues (g} Earns only normal profits.
BBl s the price at which demand for a _BBEd The demand curve of the firm and industry will be
_commodity [segual to s supply : _same i which ferm of market :
o) Normal Price. (b} Eguilibrium Price o} Monopalistic Campetition
{c) Shert run Price {ef) Secular Price {h) Perfect Compatition
() Mooy
B OPEC i an example of ; (e} Oligopoly.
____ o) Momopalistic competition
() Monepoly BB ciigapoty having identical products is:
{c) Oiigopaly {a} Pure aligopaly {b) imperfect ofigopaly
4] Duopoh {c) Price leodership _ {d) Collusion,
2,71 is on ideal Market, BN The demand curve of oligapoly is ;
(o) Manopaly {b) Manopolistic () Harizontal () Vertical
Ac) Perfect Competition  fa) Cfigopaiy ic) Kinked {d) Rising feft to right
irnear adl pnea e Bo X g morkers?
7) Perfect Competition (b} Monopoly {z} MNigoocly
{c) Moncpolistic Competition.{d] Oligapaly (b} Monopoly
fc} Manopolistic Competition
WRE) \Wrich market have characteristic of product (d} Perfect Competition
differentiphion?
7| Ferfe OrmEetiti bl Monopd BEER K inked demand hyoo 5 it designed (o expigin
{c) Monopalistic Competition  {d] Qligopoly n in context of sligopaly.
() Price and putput determingtion
BRER which of these are characteristics of Perfect | (b) Price rigidity
Campetition? {c} Cotlusion between firm
_{o) Many Sellers & Buyers {d} All of the above
___{b] Homogeneous Prodict
{c) Free Entry and Exit §EBN price discrimination con take place oaly in
FREL TR, i IR WE
(g} Monopalistic competition
B8 e demand curve of oligopoly is : (b} Oligopoly
(o) Horigontal (B} Vertical () Perfect competition
{c) Kinked (d) Rising keft to right (d) Manopoly
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w10 oligopoly, Hie kink on

e " '. MR LS,

Fl=lpgl*laie i ., L LT LA e e Y e
due o
__{o) Discontinuity in MR, R initer which of the following market structure AR
() Discontinuity in AR, af the firrm will be equa! to MPE?
(c) Fuifilment of the assumption that s price cutis | jo)Momopoly  [B) Monopodistic Competition
Joltowed by others and o price increase By o firm s (el Oiigaooly {d) Perfect Competition
_ notfollowed by others
) Price war ormongst the firms, RN roath poste industry (s an exemple of
g (o) Manopaly _(] Monopotistic Competition
__ [BEB Frice Discrimination is possible only when (c} Diigagoly {d) Perfect Competition
(o) Seller is alone
—_{b) Goods are homogeneous BEED oPec is on example af :
{c) Market is controlied by the government _{a) Maonopalistic comgetition _{bl Monopoly
{d] None of the abave. {e) OQligapaly {d} Duopaly..

_ BER which of the following is not the feature of an

BER nonopelistic Competitive firms

imperfect caompetition?

o} Are srall i size

o) Proguct differentiotion _ [b) Few selfers.

__{b) Hove smail shore in total market

—_{c) Homogeneous products. (o) Price wars | [(c) Are very large in size
{d} bath (@) and (b
WRFN Price toker firms
7| g not gavertise their prod eCouse If misiegds mwwm wiill e

the customers, passible under which of the following conditio

(k) Advertise their products te boost the level of {a) The selfer. has no contrel aver the supply of his
demand. BrOguct

{c) Do not odvertise but give gifts olong with the sold (b} The market has the sarme condition all over
tems to gttroct customers {cl The price elasticity of dermand is different in differen

| markets 1 mark

d)] [ not odvertiee becguse Chey oon sefl of muchas |
they wish ot the grevioiling price

{d} The price elasticity of demang s unifonm

BEE] Frice rigicity is o situation found in which of the

mﬂﬂgqpﬂfy hoving identicol products is known g5

foiowing market forms? (o} Pure ofigopaly fb Collusive oligopoly
7] Perfect competition (e} Independent aligopody d) None of these
(b Moropaly
_{e) Monopolistic competition _BEEA which of these is the best example of oligapaly?
_{d] Ofigepoly, fa) OPEC [ir) SAARC
— e} WD [d] GATT
MWhen glsticity of dermand (s Equal o ome in )
—_{o) Equal to one {b) Greaterthaopone | elasticity is
{c) Less than one {d) Zero _{o) Less than 1 fb) More than 1
fc) Elastic fa] Inelastic
W Which one of the follgwing statement is Incorrect?
___{a) Competitive firms are price takers and not price _ BB kinked demand curve is ohserved in
makers. (e} Buopoly market  {b) Monogoly market
(b) Price discrimination is possibie in monopaly oaly. (c} Competitive market  {d) Oligepaly market.

may lead o monpnaly

I Telale
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PRI Perfectly competitive firm faces: ST I rmononol arrpetition escess capaciy |

7] Ferfectly elgstic demand curve the firm
__{b) Perfectly inelastic demand curve o) Always exists __(b) Sometimes exists. —
(el Zere. (e} Never exists {d] Mere of the above
(d] Negative

m Sefling casts haove to be incurred in cose of:
_mmmmnﬁiﬂanwhm.ﬁwﬂ_mmﬁmn

aker which curve armong the following will be g {b) Maomopolistic Compelition
_stroight line? ) Monopoly
o) Margino! Cast (b} Average Cost {d) None of these,
() Total Cost {d) Marginal Revenue

m in marketf, the price ond oufput eguilibrium is
m."_f?nceﬂﬁcrmmmﬂm_".mnjf best exercised iy _determined on the basis gf.

the Splier in » _{a} Total revenue and total cost
2] Qiigropondy b} Total cost ang marging! cost
(b Monopoly {c) Marging! revenue arid marginagl cost
() Monopoalistic competition (e} Only marging! cost,
___{d) perfect competition

WBUE) 4 pecfect market s characterised by
WBTEL in Otigogoly the kink in the demand curve is mare | {a) Existence of large number of buyers and sellers

due to (b} Homogenous products
7} Discontinuity in MR {cl Perfect knowieage of the marker
b Discontinuity in AR (d}All of the abave.

{c) Fulfliment of the assumption that o price fall is
Joliowed by the other and a price increase by o firm | BIEBT8 Which of the following 15 not o feature of

is not fallowed by the ather alfgopoly market ?
d) Price war gmepng the firm {o}interdependence of the firms ln decision making
(i} Price Figiity
e A firm o encounters Tshet down” point witen | {c] Growp behawiour

e— (d) Existence of lorge number of firms.
{a] Margingl cast eguals the price of the profit

maximising fevel of output mﬁ. monomaiist can fix;
) Averige el codl equals the price ab he gro | (o) Both price ang oo
aximising level of output (b} Either price or gutput
_{c) Average vaoriohie cost eguals the price af the profit _{c} Neither price nor output
maximising level of output (o) None of the above.
___{d] Average tolal cost equols the price at theprefit [
maximising evel of output m,ln a perfectly competithve markel the demand
curve of @ firm is:
BRI Under which market Condition firms make only | (o) Elastic {b) Perfectiy elastic
_narmal profits in the long run? _{ct inelostic {d) Perfectiy inelastic
{ir] Offgopoly
___{d] Monopoly SNRER n 0 competitive morket, if price exceeds Averoge
_ ] Monopalistic competition Varinhle Cost (AVC] but remains fess thon Avergge Cost
(d) Duopoly (AC) ot the equilibrivm, the firm is:
() Making a profit
{b) Pignsing Lo quil

. il




Fﬂ Sern profif ﬁ:l'J Lioss

EEERD #rice under perfect competition is determined by

BB under which of the foliowing forms of market
Alructure gdoes o firm fras o very considerpble contro/

the over thie price of its product?
{&) Firm {b) Industry {a} Monopoly {h) Monopalistic Competition
{cl Government {dl Society. {cl Cligopoly fd) Perfect Competition

_earrecl;

_m.ﬂef. of the essentiol conditions af Perfect
Competition i5 .

_ {p) AR gnd MR both are downword sioging

(o) Product differentiation

__fh] MR jies halfway between AR and ¥ oxis

{b) Many sellers ond few buwers

el MR can be zera o even negative

et Ondy ane price for identical goods of any one time.

{d] All of the ahove.. {d} Multipleity of prices for identical product ot any gng
tirme
_m_uun_ndce_:ummfnn L5 YEry papular .
(&) Moropoly market BEER] he demand curve of an oligopolist s :
____{b) Mopnopalistic competition _{o) Determinate {b) indetermingte.
__le) Oligapolistic rmarket (c) Circutar {d) Vertical
{d] Perfect competition..
BEEEA in the ‘kinked demana’ curve model, the upper
ion of the demagnd curve is: {a} Perfect competition
() tnelastic (b} Manopaly
Ac) Perfectiy Efmstic [d) Unitary Eiastic. (e} Maropolistic competition
(d) Oligopaly
ilibri - ind . foct
5 fixe \ m The distinetion belween g singie firm and on
] i industry wanisies in svivich of the following morks
b)) Morket demond ond morket Supply canditions?

{c) Morket demand and firms sugply {o) Perfect Competition _ {b) imperfect Competition
[d] None of the aboye, () Pure Competition (dl Monopoly
mmﬂwﬂﬂﬂﬂiﬁﬂmﬂ{ﬂjﬂwls RN Selling outioy s gn essentiol part of which of the
__greater than MC. then o firm shouid Jollowing market situations?
_{olincrease its production (@} Perfect Competition
___{b] Decrease its production (b} Monapaly
{c) Decregie its soies {e) Manopolistic Competition
____{dlincregse its sales {d} Pure Competition,

BBEB) Kinked demand curve is reloted to which market

Sricture

. m The Kinked demond cunve made! exploins the
market sifuation

_[o)Qiigopoly (k) Monopoly

Al el lule

() Pure Dligopoly (] Differentig

___{c)Mpnopsony (] Monopalistic competition. |

e} Collusive Ofigopaly  {d) Price Rigidity

WRERY i the long run o monapolist always earns
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WEEN ror price discrimination to be successful, the

WMMMWMM

i5 friee for @ finm in @ perfectly competitive ingu

elgsticity of demand for the commaodity in the fuwg
rmarkets should be ;

(ol Some (b} Different.

fc) Constant. {d) Zera

_{alit operates ol its minimum overoge cosl
(b} The price is move thon the overoge fixed cost
{c) The morgingl cost is greatest than margingl revenue

_m_maﬁmm.mucfmmmmrmmm g

{d} The fived cost is lower tham the total varfoble cost

_price taker, This designotion os a price Loker is bosed on

_BEER 1he firm will attoln equitibriurn at o potat where

_the ossumption that: MCcurvecuts _ from helow.
@, The firm fas some but nol complete contrpl overfts | (o) AR curve {b) MR curve
product price {ch AC curve {d) AVC curve,

b There are so mony buyers ond sellers in the market

__that aay one buyer or seffer cannot affect the
i market
_ & Eoch firm produces o homopeneous prpduet |
_d. Thereis easy enlry inle or exit from the market |
place.

: m.m.nmunqm}yﬂmﬁELu,pﬁuﬂ'nﬂbﬂi controf
oy Quer;.
|_{a) Price of the commuadity

| (&) Dermiand of Che commodity

(e} Both fa) and [B)

RN« marken structure in which many firms sell

_{d) Ltility of the product.

products that are similor and identical {5 known gs.

WEER] Cne of the follawing is not correct about perfect

competition!
7} Monopolistic compenitin ()} Purchase ang Saie of NOMogeneois goods
b Monopaly (b} Existence of marketing costs
() Perfect competition (e} Absence of transportation costs
{d) Oiigapoy id) Perfect mobility of factors of proguction.
RN A Firm hoving kinked demang rve indicate wREE Vinked demond curve under aligopal designed
[hrt: o show:
i) if the fi ! : L itige i g () Pri [ : —
reduce the grice (b} Price rigidity
{ii] If the firm' Increases the price, competitive firms olsg {c] Price leadership
Increases the price (d} Colfusion emong rivais.,
i) If the firm reduces the price, competitive firms do
of reduce the price AR T om making @ ioss, but with the re have to
_{iv] If the firm increases the price, competitive firmsdo | pay, [ean’t gfford to shut down at this point of time,” (f
not ingregse the price this enfreprenewy is gtfempling to mosimize profits or
(o] Only {i) abave minimize losses.

_{b) Both (i} and {iv| cbove (o} Rational. if the firm is covering its variable cost
—{c) Both (i} and {fv} above (b} Rational, if the firm is covering its fixed cost
—__{d] Both {ii} and [iii] obowe {chirrational, since plont closing s necessony to

eliminate los5es
1, 133, BasTa =l i i gl e prodttoile, o L ¥ AP WA W pce fixed S are elirriraiedl i o finm
_emmmdﬁ_.rﬂ_dﬂfﬂmﬂm__ﬂw.
() Linjfarm fhl Different
_ {c)Less {d) Zero BRET xinked demand curve is the demand curveof
(o) Perfect Competition.
(b} Monopaoly

4.0 | Page

\




). 147 e prnge elasticily of demend for @ grpgling

prrpetition
infinite under:
_{a) Perfect competition
[EEERN Frice discrimination M” be profitabie only if the | (b) Menopalistic competitian
elasticity of demand in different markets is (el Manopaly
{o) Linifarm (b Different (d} Oligeooly.
{c) Less {dl Zero

. m Under which of the following form of market
_structure does a firm have oo conteol over the prceof
__its proguction?

SRR comparing o Monogaly and Competitive firm the
_Manopolist will:
(@} Produce fess and sell gl g lgwer grice

(b} Produce more and sell af a lower price

_ {ol Monopaly {b} Monapolistic Competition
{c) Ofigapoty _{d} Perfect Competition..
0. 143 is that situgtion in which o firm bases

few close rlvals.

_{c} Produce Jess and sell ot o higher price

_{d} Produce zeroand sell at @ lower price.

| BB e renson for the kinked demand curve is that:
| () The oligopolist beleve thal competitn i falla
oulpul incredses but not oulput .I‘Edurlrﬂ#j

_ {m)Qfigopoly (b} Monopolistic Competition__
__fe) Monapaly (d) Perfect Competition.

__{b) The oligopolist believe that competiters will follow
_____price increases but nol output reductions

{cl The aligopolist believe that competitors will follow
price cuts but rot price rises

{d] The oligopolist pelieve that competifors will folipw

BB 4 viscriminating menogolist will charge o higher
price in the market in which the demand for its product
i5

{2} Higily efastic &) Belgtively etastic
{cl Retatively imefogstic  fd) Perfectiy efgshic

m_ﬂn the ahove figure, curve Eis the firm’s
{er] Morging! Cost Cunve (bl Average Cost Curve

m}j a firm under monopoly wonis to sell more, its
average revenue curve will be a ine.
{2) Horizonkgal fir) Vertical

{c] Demond Curwe {d] Mirging revenue | (c} Downword sipping  {d) Upward sioping
Curve, - —
BHER) who sets the price of the product under perfe
_mdﬁﬂmﬂe [igure represents a _competition?
{al Monopalist {a) Government {b) Consumers
ib) Perfectly competition industry {cl Seliers id) Both buyers gnd seliers
) Perfectly competitive firm
{d] None of the above, BB which is the first order candition for the firm to
moximise the profit
m in above figure, firms morgino! reVENUE curve is {g) AC = MR fb]AC = AR
CLrve {) MIC = MR fd] MR = AR
(o) E (b A
{c)E (g} B SREER Which market hos the concept af 'groug’

eqirilibrium in the long run?
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{or) Do poly

(b} A mgnopolist may restrict th

b Monopaly

price.

{c) Monopalistic competition
el Perfect competition,

_{e) Commuodities offered for sale under o perfect
compelition will be heterogeneous,
{d) Product differentiotion is peculiar to manopolistic

ERER \wtiich of the following is incorrect?
__{o) Even monopolistic can earn losses.

campetition.

____{b] Firms in perfect competitive market is price toker.
_{c) it is always hensficiol for a firm in o perfectiy
__ competitive market to discrimingtive priges
___(d] Kinked demand curve is refated to an oligopolistic |
muarket.

_BEF Under perfect competitian firm is described
ol Price toker gnd not price maker
__{b} Price maker gnd not price toker

_{ic} Neither price maker nor price taker

{d} None of the ahove.

BB Average revenue curve is alsa known as:
— folProfitCurve (b} Demand Curve

BBLE) Linder which of the foliowing forms of market
slructure goes o firm hove no controf owver the price of

_fclAveroge Cast Curve  (d) indifference Curve |

| ifs produce?

(o} Monopaly
BB which is not characteristic of monopoly? __{b) Monapolistic Competition
{ez) The firm is price taker fc) Cigopoly
{b) There is a single firm {d} Perfect Competition.
Al 7T prod eSO WrlgLe J.
g The existence of Sme adveriising. mlﬂﬂﬂlﬂﬂﬂmmuﬂmﬂ'ﬂuﬂiﬂ!m
(@} MR = MC
[EBER] rrice discrimination is profitable only when: (b} AR = AC
(o) Different markets are kept seporate () MIC curve cuts MR curve from below
() Distonce between the consumer and the market is {d) Both (aj and (cl
mare
1 by of aereand i gifferend markets 05 differes Wﬂww
7] The consurrers are segregated on the basis of thelr | (o) Kinked Demond curve
purpose of use of the commodity. ib} Cartel
fc} Downwaord sloping demand curve
m When the industry is dominoted by one farge (d} 8oth (a} and (&) are correct
firrn which Is considered as the epder of the gropg, the
prket is described os: BT (onopoly is undesirabie due to:
____{o) Open oligopaly _{b] Perfect oligopaly | (&l it has prices higher than competitive firms.
_{c)Partiol oligogety  {d] Organised oligopoly. [ [b) It produces fess output than competitive firms
- . _{e) it diseriminetes on prices
m Which amongst the following is not an abjective (e} Al of the ahove.
___of price discrimination ?
__{a) To hold the extra stocks ®BEE !n tong run equilibrivm undue perfect
(bl To eorn maximum profits _competition ifore satisfied by which condition
1 ey ecomamiies of scole {ol I = AR (b} AL = AR
{d) To secure equity through pricing. (e} CAMC = AL =P (d} Al gf the

B wrich of the foliawing statement {s not correct?
(o) Under monopaly there s na difference between a

_[BBER 10 the long run mongpolist

(o) Incur losses

firen ad inafustry

{h) Mfust earn super normol profirs
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{c] Wants fo shul down fe) Qigopoly
dl Egrns galy normal profifs, (] Monopolistic
_{e) Diseriminating Monopoly
EBER] e demand curve of the firm and industry wil fd} Perfect competition

__ besame in which form af morket:

(o) Monopolistic competition m Which market is baving o single seller ond simgle
(&) Perfect competition Buyer?
el Monopoly fia) Duapoy {b) Monopsosny
_(d] Oligapoly e} Bilateral Monopaly  {d) Nene of the ahove

_ WBER) which of these is the best example of oligapaly? |
(el OPEC {bl SAARC

(o} Normal profit {b) Supernormai prafit

{cl Wt {dl GATT

_ BBER in o perfectly competitive market, if MR is
__ gregterthan MC thenafirmshopid: |

_{ctLosses. {d) Constant Refuras

| BBEE] which one of the following is not the f
| Oligopoly?

_ BB in Long run perfect competitive market incurs.

(&) Increase its production (o} interdependency
___{b) Decregse its production. _{b) Selling cost

) Decregse its soles. (c) Free Entry
{d) Increase its sales. {d} None of the above/ group behavicur
ERRES Equilibrivm price for gn ingdustry in prefect mwm:ﬂe_mmmr af
competition is fixed through {a) Qligopoly
(&) Input and outgut {b] Manopoly
(&) Morket demand and morket suppiy {c} Perfect competition

{c) Market demand ond firms supply

L AR L L DE e Lt

{d} Discriminating Monopoly

BBER 17 Curve in perfect competition is

ERFEER A Comoetitive firm in the shor 17 fELre fassE | (o) Pargitel to X axis fin) Poratiel to ¥ gxis
The firm continues production, if: (e} Fall from left to right _ [d] Rise from left to right
[@) P> AVC (o} P =AVC i
fcl P =AVC fdl P> AVG m Which of the fallewing is not the cheracteristic of
AR
BRI \dorkef form i e gy gne buyer gng (o} When TR is moximum, thea MR is rerg
____one seller is: _{b) MR cannot be negative
_ (o] Ofigepoly i Duopoly fc) MR slopes downward from left te right

_({c) Bitgteral Menopoly _ (d] Monapsony

_(d} MR Curve is beiow AR Curve

__I5 best described as: competition?

() Perfectly competitive _{o) Homogeneous

(&) Monopolistic (b} Large number of buyer and sellers
____{c) Monopolisticaliy competitive {c} Free entry omd exit
____{d] Ofigopofistic (ef)} Sedling cost

BRER croduct differentiation s the main features of

EEERA which of the following statement is correct?

vhich morket

{e2) Price rigidity is an impontant feature of monopoly
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MRS L0

of many firms

SEEE Live and let live is characteristics of which of the

__{d) Under perfect competition foctor of production do

_foliowing market?.

net mave freely o3 these are legal restriction (o) Perfect Competition
{b) Manopoly Competition
EEER \which is the characteristic feature of monopol? | (c) Imperfect Competition
_{uo) Homogeneous goods {d} Ofigopoly Competition
b) Strong borriers to entry
_{€) Perfect competition _m{ﬂ. which of the following market there are only
___{d) Perfectly elastic demand curve: iwe selfers?

(o) Duopoly Competition

__ BEER A discriminating monapalist to reach equilibrium
_pasition, s decisian on total output degends upon
(o) How much total autput showld be produce ?

_ (b How the totol eutput should be distributed batween

(b} Perfect Competition
_{el Monopoly Competition

_{d} Perfect Competition and Duapoly.

e rwio swh marker ©

BB e cegree o clasticic

{c) Both fal and fb]

e

—{d] Nong

_{o) Perfectivelostic  {b) Inelgstic

. m Price discrimingtion is possible only in. -

{c) Perfectly fnelastic  {d) Elastic

7! Monopaly {hl pemmﬂ—w e 7
{c] Qiigopoly () Monopolistic Competition | profits when
(@} ATC < MC (Bl ATC > MC
BRERY inked demand curve is () MR < AR () MR > AR

(o] Highly elostic ot abowve the prevoiling price
(k) Inetastic ot below the prevaiiing price
Both fol gand fBi

SR 4 firm is said to earn normal profit when
(G AC = AR (B) MC = MR

d) None of the above

{cHAR = MH fa) MC > MR

: m_ﬂemmﬂ curwe is horizontal in the cose of

m Twa firms are selling cold drinks and competing
with saome identicol charocteristics, This (s on exemple of

(o] Monopaly o) Duopoly fb) Monopoly
bl Perfect Cormpetition {e) Dligopoly fd] Monopolistic
mperfect Competition
{d) Monopolistic Competition R Group Behaviour is o characteristicsaf

(o) Migopoly i) Monopoly
BT whot is the choracteristic of monopolistic | () Perfect Competition __(d) Monopolistic Competition
competition?
__{a) Price elasticity is law for the product concerned (5] | FIER Adyth in Real warld
—lorge number of sellers (o) ligopohy {b) Dirgpody
{cl Mo degree of controd over price _{clPerfect Competition  [d) Monopoly
il e hr.q.r:nr
BEEE  ciigopoly refers to that sit

BB i a perfectly competitive firm earns super
__normigl profits then

__where the firms seil their products through o centrolized
oy

(o) AR = MR (b) AR < MR

() Syndicate oligapaly [b) Organized aligapely

(c] AR = MR {d] None of the obowve

{e) Cottusive afigopoly  {a] Partial oligopody
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Aa) In shart run both earn super narmal profit.
b In leng term bath earn nermal profit
_{c) In short run thelr prices remoin constant
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Chapter 5- Business Cycle

¥ Rampant unemployment is found in;
(o) Boom (b} Recovery
fc) Contraction (d} Depression

.mﬁ':#!?lf_l?'{m_!.t? which economist trode cycle is o
_purely monetary for phenomenan_

(o] Schumpter (b} Pigou

fc) Haowtrey fel) Marshall

WE] Greatest depression suffered by economy in which

_pear.
{a) 1924 (b} 1930
{c] 2008 (d) 2009

m Last stage of recesston is cplied;
(o) Depression (b Recovery
(e) Stowdown {d) All of these.

X i the iong run, o reduction in labour supply would

_Couse output to _ agnd the gggregate price lewve|
o *

(@) fall, rise (b} fall, fait

fel rise, tall. d) rise, rige,

X which of the foliowing macro-ecanomic variables
would pou include in an index of lepding ecomnamic
indicatoers?

(o] Employment

{c] Real interest rotes

(bl Inflation
(d} Residential investment

m indusiries that are extremely sensitive (o the
busimess cycle are the

(o] Duroble goods and service sectars

{b) Non-durable goods and service sectors

{c) Capitel goods and non-durable goods sectors
{d] Capital goods ond durable goods sectors

m An economic varighle that mowves (n the opposite
direction os eggregole economic aotivity down in
EXDANSINNS, U in controctions is called.

{b] Counter cyclical

{d) A leading variohfe

{a) Pro cpclical
{c) A cyclical

[8X] How many phases are there in busingss cycle?

{a) Four {b) Five_
(e} One {d] Many

The world econgmy suffered the longest. deepest
and most wigdespread depression of the 20°] cenfury

during?
(o) 1534 () 1528
{ct1930 (a) 1532
Euﬁjness_r}rde_.is contogious ond in
chorocters
(o) Local {b) Regional
{c} Notional _{d) international

Which External Factor affects the business cycle?
{an} Popudetion growth

(b} Viarlation in government spending

(e} Money supply

(e} Macro ecanomic policies

X wihich internal faetor affects the Business cyde?
(o) Fluctuations in investment

(b} Notural foctors

icl Technology shocks

g} Population growth

RPN wihose statement out af these is folse?

(g} Howirey "Trade ciyele s purely Maonetary
phenomena”™

(b} Keynes “Fluctuations in aggregate Demand”

fc} Pigow "Fluctugtions in investment”

(g} Schumpeter-"innovations”

When once peagk is recched, increase in demond.is

halted, then phase begins?
(a} Trough {b) Controction
{e] Expansion fd) Trend

m Fashion Retaller is business of?
{a) Cyclical business
(e} Siuggish business

{B) Sun rise business
{d) Nene of these

m Features of business cycles incluede ?
() Discuss periodically
_ (b} Hove four different phoses
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(d] Al af the above,

BT] Which of the following is true about leading
indicators?
fa) Measurable econgmic factors
(k] Changes gfter real putput
(c) Bath {a] and (b}

m The internal couses of husingss cycle fs
(o) Fluctuation in effective demand

(&) Technology shocks

{c) Both {a] and (b}

(@] None

m Economics octivities wil be decliming in the phese

af :

(&) Expansion (b)) Depression

{c) Controction fcf] Peak

E¥EN usiness Cycle occurs

{a) Periodicolly {b) In different phases
{c) Both fal and [ {dl vome af the obove

3 m&wﬁﬁfﬂﬁ to some gconomigts,  ove
_the prime couses of busingss cycles,

(o) Fluctuotions in effective demand

(&) Fluctuations in investments

(€} Mocroecanomit palicies

{d] Al of the ahove

Which is not related to great depression of 19307

(@l it storted in (54
(b} John Mopnord Keynes reqorded lower oggregate

expenditure os the couse
() Excess Money Supoly
{d] Both (al and (&)

m Which af the folfewing Is not the phaose of
business cycles?
(o] Prosperity

{c} Reconstruction

{b] Upswing
{dl Depression

¥ Boom and depression in business cycle are
(@) Turning points (b} Equitibrium paints

-‘ .I

{c} Both {a) and [b)

{a] None of the above

m Which is not the characteristic feature of

_expansion phose in business cycle T

(@} increase in nationol output
{b) Unemployment

(c) Rise in price and Costs

(e} Boast in business confidence

¥R “Modemn business activities are based on the

aabicinations of business cammunify ord ore affected by
woves of opbimism or pessimism, oocorgimg (o

ia) Pigou {b) Keynes

{c} Howtrey _{d) Schumpeter

[¥BL] Find the odd man out: Which of these is nat @
coincident factar?

{2} Retoil sale

(&) industriol proguction

(e} Inflation

{d} New arders for plont & maching

m&'g:ess copacity in capital industries leads to
(o) Peak {b) Trough
{c) Expansion fd) Recovery

RO Here, growth mowves in reverse direction

{a) Peak
{e) Cantraction

{b) Exponsion
fd] Recovery

PE Frictional unemployment exists in
{o} Peok {i) Controction
{c} Expansion fd) Recovery

.I'n which stoge moximum production Doours.
(o} Peak i) Exponsion
(el Boam or Expansion {d) Tough or boarm

Unemployrment is coused due to structural
changes (s known os’

{al Ethnic unemployment

(b} involuntary unemployment

{c) Strucrural

{d} Nane
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BT At trough production is?

(o) High (b} Low

(c) Negative (d} None

m Stage at which actual demand is stegnoted?
{or] Pegk (b} Bogm or Pedk

{c) Contraction (d] Tough

EEI A chonge of reoction producer cancels their order
_in which, stage?
(o) Peak
(c) Trough

(B} Controetion
{dl Mome

BEF] which af the following is true?

_{a] Pepression {5 secure form trough

{b) Depreciation couses fall in interest rote.
(e} Both (o) and (b

(d] Mone

Ching’s recent slovedow couied

(o) Cycle of decline and panic ocross the world.

{b] Countries across the globe were able to insulate
themsehwes from the crisis.

{c) Stock Markets it the emenging econarics langety
remained unaffected

{d] Ol technology fuelled the econemic decling,

FEE) what of the following ore not external couses?
{ir] Past war reconstruction

(&) Popuiation growth

(el Technology foctors

{d] Fluctuation in effective demand

m The four phases af the business Cycles gre:
{o) Peak, recession, trough ond depression

(b Pegk, recession, trough ond boom

{c) Peak, dearession, frough and boom

{d] Pegk, depression, burst ond boom

PWTN Great Depression occurred during:
(o) 1830 (b} 1347
fe) 1857 (d} 2000

m Internol cowses of depression include:
(@) Fluctuotion in investments
{b) Money supply

-‘ .I

e} Psychologicol factors

) <o

(d} All of these

[0EN External factors for depression does not include:

{o) Populotion growth
(b} Technology shocks
{cl Macro economic policles
(d) Past war reconstruction

is the measuroble economic foctorthat
changes before economy starts o faliow o porticular
pattern or frend,

(o} Lepding indicaotor

(b} Logging indicator

e} Concurrent indicetion
{d} Coincident indicators

The Rhythmic fluctuations in gggregate egonamic
aetivity over a perred of time are colled:
(e} Busingss cpcles {b) Trade cycles

[c) Both faj and (&) {d] None of these
.d.c.:ar-u'.ing to modern busingss

activities ore based on the anticipation of business
communities gnd are affected by waves of optimism and
PELIHET,

fia) Plgow &) Howlrey
icl Keynes fd} Schumpeter
.-ﬂ.n:c:ru'.ing (i) [redie -lf].l'.'.'l'E.‘.- OoCurs as g

result of innovation which takes ploce in the system
from time to time;
(o} Pigou

{c} Keynes

(b) Hawtrey
fal Schumpeter

Voriobies thot change gfter regl output changes

are:
fa) Lepding indlcatars {l] Lagging indicators
(e} Coincident imdicators  [d] None of these

M Severe form of recession is called:
(o) Boom {b) Depression
{c) Trough {d) Recovery
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PTi) industries which are extremely sensitive to
business cycles inciudes:

(&) Mon-durable goods

(k] Service Sector

{c) Capital goods ond durable goods

{d] None of these

RN Peciks and troughs of the business cycles ore
known coliectively as:
(o) Turning points

() Equiitrium points

(b} Indicators
{el Controetion

WXF] During recession output:
{o) Folis _fb] Rises
) Expangs (a} None of these,

m Business cycles generaly ovigingte in;
(@] Free market econgmiies

(b Imperfect economies

(c] Developed nations

(d] Low growtt economies

At the time of Gregt Deprescian af 1030, GOP fell
arouna;
(o) 14%
fc) 20%

(0} 15%
{d) 25%

[ 1he highest point of business cycle is known as:
fer] Trough (b} Pegk
(€] Treng (d} Boom

m Dring the slowdown af economy,
[o) GOW is increosing ot fast rote

() GDP is increasing at siow rate

fc] GOP s decreasing ot fast rate

[dl} Al of these

M The econgrmic bogr (s characterised as period
when:

(o) Rising employment

{b) High demand of imported goods

{c} lncrease in investments

{d) AN of these

WEL Which macro-economic varfables are excluded
from feading economic indicofors:

o} industrial production
(b} Resinential investment

(e} Maoney supply
{d) tnventory investment

EEEL when aggregate economic activity is declining, is
the phose af;

{an) Expansion {B) Controction
(c} Recovery fa) Trough
Sr.No Ans ar. no fns Sr. No fns
1 o 2E ] 55 B
P L o B 5E B
3 [ 30 A 57 &
4 A 31 C 58 A
5 A 32 A 59 B
=} D 33 C
T ] 34 B
B B 35 A
g A 36 B
10 C 37 ¢
1 ] 18 A
12 A ET) o
13 A an B
14 C 41 A
15 B 43 1]
16 A 43 C
17 o ad A
18 A 45 C
19 A A6 A
20 c a7 o
21 | o4 4E B
22 B 49 B
43 L 50 C
24 c 51 A
25 A 52 A
5 B 53 A
7 A 54 B

\ G4|Page




| CHAPTER=65 | National Income

CHAPTER 6 DETERMINATION
OF NATIONAL INCOME
UNIT -1 NATIONAL INCOME

1. Which of the following iz the correct formula
for calculating Gross Domestic Product (GDF)?

ja) GDF = Consumption + Investment +
Governmen! Spending

(b) GDP = Consumption + Investment +
Government Spending + Exports - Imports

ic) GDP = Consumption + Investment + Net
Exporis

id) GDP = Consumption + [nvestment +
Government Spending + Exports
Solution:- B

4, In national income accounting, what does
the term “disposable income” refer to?

{al The total income earned by a nation's
residents.

(B} The income that individuals have after
paying taxes.

[c] The total income earned by a nation's
residents minus government spending,

(d} The income earned from foreign sources.
Solution:- B

2. Which of the following is a measure of a
country’'s Groas National Product (GNP)?

(a) The total value of all goods and services
produced within a country¥s borders in a

specific penod.

(b} The total value of all goods and services
produced by a country's residents, both
domestically andabroad, in a specific period.

{¢) The total value of all goods and services sold

by a country to other countries in a specific
period,

|d} The total value of all goods and services
produced by a country's domestic
companies in a specific period.

Solution:- B

5. Which of the following 15 used t© measure
the total income eamed by a country's
residents, regardless of their location?

fa) Gross National Product (GNFP)
(o] Gross Domestic Product (GDF)
(c] Net Mational Product (NNP)

(d) Net Domestic Product (NDP)
Solution:- A

6. Which of the following is an example of a
transfer payment n  National Income
Accounting?

(a) Salary of a government employee

(b} Social Secunty benefita

[c] Income earned from selling goods

(d} Corporate taxes paid to the government
Solution:- B

3. In national income accounting, “Net
Domestic Product (NDF)" is defined as;

{a] The total wvalue of all goods and services
produced within a country's borders in a
specific period.

(b) The total value of all final goods and services
produced within a country's borders in a
spectlic period.

(c] The total value of all goods and services
produced within a country’s borders minus
depreciation in a specific period.

(d) The total wvalue of all goods and services
produced by a country's regidents, both
domestically and sbroad, m a specafic
period.

Solution:- C

T. National Income estimates are essential for
(a) Calculating povernment debt

(b} Evaluating the overall health of the financial
sector

c] Measuring the economic growth &nd
development of a country

(d) Determining the inflation rate
Solution:- C

&, Which of the following is NOT a usecfulness of
National Income estimates?

(a) Facilitating economic planning and
formulation of policies

(b} Assessing the contribution of different
sectors to the economy

c] Aiding in international trade negotiations

| CA Aditya Sharma

| PageNo-6.1 |




| CHAPTER=65 | National Income

id) Estimating the unemployment rate
Solution:- D

4. Which of the following is NOT a significance
of National Income estimates?

{a) Comparing the economic performance of
different countrics

(b)Guiding businesses in profit maximization
slrategies

{c) Formulating fiscal policies and taxation
rates

(d) Predicting short-term [uctuations in the
stock market

Bolution:- I}

depreciation.

[d} Gross National Product (GNP} minus net
income from abroad.

Solution:- A

13. Net National Product [(NNP] iz denved by
deducting;

(a) Depreciation from GDP

(b} Depreciation from GNP

(c] Net indirect taxes from GDP
id} Net indirect taxes from GNP
Solution:- B

10. National Income estimates are essential for:

(a) Calculating individual income taxes

ib] Assessing the overall health of an

ECONOMmY

(o) Measuring inflation and unemployment
rates

{d] Determining exchange rates hetween
CUTITENCIES

Solution:- B

11. Gross Mational Product (GNP} 1s defined as:

fa) The total vahlie of goods and services
produced within a country's borders, excluding
depreciation.

(b] The total wvalue of goods and services
produced by a country's residents, regardless of
their location.

[c) The total wvalue of pgoods and services
produced within a country's borders, including
indirect taxes.

{d] The total value of goods and services
produced by a country's residents, excluding
net income from ahroad.

Solution:- B

14, Personal Income (Pl i3 denved fom
National Income (NI} by:

(al Adding transfer pavments and deducting
undistributed corporate profits

(b} Adding corporate profits and deducting net
interest and rent

(c] Deducting direct taxes and adding transier
payvments

(d} Deducting retained eamngs and adding
snrial security contributions

Solution:- A

15. Which concept of National Income takes
into account the net income eamed from
foreign investments amnd deducts net income
earned by foreigners within the country? Gross
of depreciation.

(a) Gross Domestic Product (GDF) at factor cost
(b Net Domestic Produact (NDF)

(c] Gross National Product (GNF)

(d} Net National Product (NNF)

Solution:- C

12. Personal Income (Pl) is calculated as:

fa) MNational Disposable Income (NDI) minus
corporate  profits and  social | insurance
contributions.

ib] National Income [NI) minus indirect taxes.
i) Gross Domestic Product [GDP]  minus

16. Which concept of National Income includes
only the walue added at each stage of
production and avoids double-counting?

(al Gross Domestic Product (GDP) at market
price

(b} Net Domestic Product (NDIF)

jc} Gross Domestic Product (GDP) at factor cost
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(d) Gross Value Added [GVA)
Solution:- D

17. The nominal GDP of a country in the base
vear was ¥ 500 billion, and the real GDP in the
same yvear was I 450 billion. Calculate the GDP
deflator for the base yvear,

(a)90.0

(b) 1000
c)111.11

(d) 125.0
Solution:- B

(b} 2 750 bilkon
(¢ T00killion
(d} 2 600 billion
Solution:- A

18. If the GDFP deflator for a particular yvear is
120.0, what does it indicate about the price
level compared o the hase vear?

(a) Prices have increased by 20% compared to
the base vear.

(k] Prices have decreased by 2004 compared to
the base year.

(c) Prices have remained the same as the base
Year.

(d) Prices have doubled compared to the base
Vear.

Solution:- A

21. Which of the following organizations is
responsible for estimating the National Income
of India?

(a) Reserve Bank of India (RBI)
(b} Central Statistical Office (C50)
[ciMinistryof Finance

{d} World Bank

Bolution:- B

22. Which of the following methoeds is used to
estimate the Mational Income of India?

{a) Expendimure approach

(b} Consumer Price Index method
(c|] Profit and Loss method

(d} Balance of Payments approach
Solution:- A

19. In a country, GNF MP for the yvear 2021 is 2
200 hillion. Dunng the same year, depreciation
(Capital Consumption Allowance) amounts to 2
100 bhllion. Caleculate the Net Mational Product
at Market Prices (NNPMP) for the year 2021,

(a9 00hillion
{b) ¥ 700 billion
(c)1800billion
(d) ¥ 60D billion
Solution:- B

23. Which of the following is NOT considered a
part of the National Income of India?

{a) Wages of factory workers

(b} Dividends received by sharcholders from a
domestic company

(c] Profits earned by a foreign company [rom its
aperatons in India

[d) Government grants given to a state for
infrastructure development

Solution:- D

20. In a country, the Personal Income (PI) for
the yvear 2021 is 2 800 billion. The direct taxes
are 7 100 bilion, and the social securty
contributions are ¥ 50 bhillion. Calculate the
Disposable Personal Income (DI) for the year
o202,

(a)2650billion

24, Which base year is currently used for
calculating the real Gross Domestic Product
(GDP) in India?

{a) 2010-2011
(b} 2004-2005
(c] 2015-2016
(d) 2008-2009
Solution:- A
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25. OMIT

26. Which method is used to estimate National
Income in India®?

(a)Expenditureapproach
{b) Production approach
{c) income approach

id] All of the above
Solution:- D

COMpPATISONS

(b} Informing state-level economic planning and
policy formulation

(c] Identifying regicnal dizparities and
inequalities

{d} Regulating regional fiscal policies

Selution:- D

27. The base year for computing the Groas
Domestic Product (GDP) in India is generally
revised after every:

a) 5 years
(D) & years
o) 10 years
(d) 15 years
Bolution:- C

31. Which statistical yearbook puhblished by the
C30 includes the data and analysis on the
System of Regional Accounts in India?

(a) Economic Survey of India
(b} Indian Financial Yearbook
Ic] India in Figures

(d} National Accounts Statistics
Solution:- D

28. Which of the following sectors is NOT
included in the sectoral classification used for
estimating National Income in India®?

{a) Agriculture and allied activities
{b) Manufacturing

o) Services

{d) Foreign Trade

Solution:- I

32, What iz the primary purpose of the System
of Regional Accounts in India?

(a) To estimate the national income of the
country

(b} To measure the economic growth of different
states

{c] To calculate the GDP of individual cities

{d} To track the inflation mate at the regional
level

Solution:- B

29. Which factor-based method is uosed for
calculating Gross Domestic Product [GDP) in
India?

la) Production Approach
{b] Expenditure Approach
ic) Income Approach

id] Value Added Approach
Solution:- C

33. Which method is used for estimating the
Gross State Domestic Product (GSDP) in India?

{a) Production Approach
(b} Income Approach

(c] Expenditure Approach
(d} Value Added Approach
Solution:- C

30. Which of the following is NOT a primary
purpose of the System of Regional Accounts in
India?

{a) Facilitating inter-stare cConomic

34. Which of the following statements is true
regarding the relationship between GDP and
welfare?

(al Higher GDP alwavs leads to higher welfare
for all citizens,

(b} Higher GDF guarantees improved living
standards for all citizens.
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c) GDF is a comprehensive measure of socictal
well-being.

() GDP per capita is a useful but incomplete
indicator of welfare. Answer:

(d) GDP per capita i a ueeful but incomplete
indicator of welfare.

Solution:- D

33. Which of the following situations can lead
o a discrepancy between GDF growth and
citizens’ well-being?

(a) When inflation is high, and GDP growth is
low

(b] When income ineqguality increases during a
period of economic expansion

ic] When a country's exports decrease, and GDP
growih slows down

(d) When government spending increases to
fund public services and welfare programa

Solution:- B

8. Which term refers to the total GDP adjusted
for inflation or changes in price levels?

{a) Real GDP
(b} Nominal GDP

[c] Per capita GDP

|d} Gross National Product (GNFP)
Solution:- A

39, Which factor can lead to an overesiimation
of a country’'s GDP?

{a) Inclusion of government transfer payments
(b} Exclusion of household consumption

(c] Exclusion of exports of goods and services
(d} Inclusion of imports of goods and services
Solution:- A

36. Which of the following is a limitation of
using GDP as a measure of welfare?

fa) GDFP does not account for the value of goods
and services produced in the informal sector.

b} GDP does not consider government spending
on defense and - security.

ic) GDFP docs not fake into account changes in
the trade balance.

id)] GDP does not capture the impact of
technological advancements on productivity.

Solution:- A

40. Which aspect is not adequately captured by
GDP, making it an incomplete measure of
economic performance?

(a) Economic growth rate
(b} Inflation rate

jc} Income distribution
(d} Unemploviment fate
Solution:- C

37. Which of the following is an example of a
limitation of using GDP as a measure of
wellare?

fa) GDP includes the value of illegal activities,
such as drug trafficlking.

i) GDP accounts for enwironmental
degradation and pollution,

(c) GDP reflects the level of education and
healtheare in a country.

{d) GDP considers the distribution of income
among different income groups.

Solution:- D

41. Which challenge arises due o the existence
of the informal or underground economy?

(a) Difficulty in measuring the overall economic
output accurately

(b} The inclusion of illegal activitics in the GDP
calculation

(c] Inflationary pressure on the economy

(d) Increased government expenditure
Solution:- A

42. Which challenge ansea due to the constant
changes in the structure of the cconomy and
the introduction of new goods and semaces?

jal Difficulty in calculating inflation rate
(b} Changes in governmen! policies
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lc) Difficulty in measunng real GDP
(d) Difficulty in estimating the savings rate
Solution:- C

43. Real GDF differs from Nominal GDF in that:

(a) Real GDP accounts for inflation, while
Nominal GDFP does not

(b Real GDP includes government spending,
while Nominal GDP does not

(o) Real GDFP is measured in current market
prices, while Nominal GDP is adjusted for
inflation

id] Real GDP considers only the value of goods,
while Mominal GDP inchades services as well

Solution:- A

services produced in the economy

(d} To evaluate the efficiency of the banking
sSeclor

Solution:- C

44 _ Which of the following is a component of
Gross Domestic Product (GDP)?

{a) Money supply in the economy
ib) Unemplovment rate
ic) Government budget deficit

(d) Investment spending by businesses
Solution:- D

47. National income estimates help in
comparing the economic performance of
different countries by:

(a) Converting all currencies to a common unit
of measurermnent

(b} Focusing solely on the GDP growth rate

(c] Ignoring the impact of inflation on the
ECOMN0MY

(d} Excluding the service sector [rom the
calculations

Solution:- B

43, The primary wuse of national income
estimates is o

(a) Measure the overall happiness and well-
being of citizens

(b) Determine the economic growth rate of the
country

ic) Calculate the total value of imports and
EXpOrts

(d)] Ewaluate the effectivencss of foreign aid
programs

Solution:- B

48. The per capita income, derived from
national income estimates, is useful for:

{a] Understanding the total population of a
country

(b} Analvsing the average income of individuals
in the country

fc] Measuring the total number of emploved
peaple

(d} Ewaluating the performance of the
agricultural sector

Solution:- B

46, Why is it important to calculate Gross
Domestic Product (GDP)?

la) To understand the unemployment rate in
the country

ib) To analyze the overall debt of the
government

Ic) To determine the total value of all goods and

49 . One of the limitations of using national
income estimates is that they:

{fal Cannot account for the underground
COONOmY

(b} Overstate the value of intermediate goods

(c] Ignore the impact of international trade on
the economy

|d} Forus excessively on government spending
Solution:- A

50. In times of economic downturn, national
income estimates can be used to;

(a) Encourage more foreign investments

(b} Identify the sectors that require government
bailouts
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Ic) Increase taxes on businesses and
individuals
()] Decrease povernment spending on
infrastruciure

Solution:- B

produced within a country's borders, excluding
foreign factors of production
Solution:- B

31 . Personal Income (Pl is the total income
received by

(a) Individuals before paying personal taxes
(b) Individuals after paying personal taxes
) Households before paving personal taxes
{d) Househaolds after payving personal taxes
Solution:- C

S5.0MIT

56. Which of the following methods is primarily
used to estimate national income in India?

(a) PFroduction approach
(b Expenditure approach
ic] Income approach

(d] All of the above
Solution:- D

22, Disposable Income (D) is calculated by:
ia) Adding personal taxes to personal income

(b) Subtracting personal taxes [rom personal
income

ic) Adding corporate taxes 1o personal income

{d] Subtracting corporate taxes from personal
income

Solution:- B

53, Which of the following represents the
broadest measure of a country's national
incotme?

ia) GDP

{b] GNF

o) NNP

(d) PI
Solution:- B

a7, The Svstem of Regional Accounts (SRA) in
India aims to:

ia) Calculate the national income of India

(b} Measure the economic performance of
different states and regions within [ndia

] Asscss the exchange rates between different
Indian states

id} Determine the total imports and exporis of
each Indian state

Solution:- B

94, Gross National Income (GNI) is defined as:

(a) The total value of all goods and services
produced by a country's companies, regardless
of their ownership

ib] The total wvalue of all goods and services
produced by a country's citizens, regardless of
their location

(c) The total value of all final goods and services
produced within a country's borders in a
apecific time perind

(d)] The total value of all goods and services

58. The regional accounts data in India
provides insights into:

jal The inflation rate in each state
(b} The fiscal deficit of the central government

fc) The economic activities and their
contribubon to each state’s GDP

(d} The foreign direct investments received by
different Indian states

Solution:- C

50 . The primary source of data used for
compiling the System of Regional Accounts in

India 1s:

{a] Annual reports of different state
EOVETTIMEnts

(b} Survey data collected by private agencies

{c] Data from the Resetve Bank of India (REBI)
(d} Data from various government departments
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and sumveys conducted by the Central
Statistical Office (CS0)

Solution:- D

6. The challenge of accurately messuring
national income arises due to)

fa) Difficulties in collecting data on government
gpending

(b) Limited availability of dawa on international
irade

(c) The conetantly changing structure of the
eCONomy

{d) The exclusion of the fnancial sector from
the calculations

Solution:- C

stimulate ecconomic growth and increase
national income?

(8] Decreasing government spending and
raising 1AXes.

(b} Decreazing the money supply to control
inflation.

{c] Increasing government spending and
lowering taxes.

(d} Reducing exports to protect domestic
Industries.

Soalution:- C

61. National income compulation may not
accurately reflect the economic well-being of:

{a) The government sector
(k) The manmafacturing sector
(c) The agrnicultural sector

id] Different income groups wWithin the
population
Solution:- D

64. In the Keynesian model, what is the role of
private investment in  defermining national
income?

{a] Prvatc nvestment has no Impact on
national income,

(b} Private investment solely determines
national income.

{c| Private investment is a component of
ageregate demand affecting national income.

(d} Private investment only affecis the inflation
rate, not national income.

Salution:- C

CHAPTER 6 DETERMINATION OF NATIONAL
INCOME

Unit:2 The Keynesian Theory of
Determination of National Income

62, What i3 the central proposition of
Keynesian theory regarding the determination
of national income?

(a) National income is determined by aggregate
supply.

ib] Natonal income is determined by aggregate
demand.,

{c) National income is determined by both
ageregate supply and aggrepate demand.

id] National income is determined by the
government's fiscal policy,

Solution:- C

65. According to the Keynesian theory, what
can lead to a situation of "underemployment
equilibriam” in an economy?

(&) When aggregate demand excecds aggregate
supply.

b} When aggregate supply exceeds aggregate
demand.

{c] When there i1z full employment in the
ECONOmMY.

(d} When apgregate demand is insufficient Lo
create full employment.

Salution:- D

63. During a recession, Keynesian economists
recommend which of the following policies to

66. Which of the f[ollowing represents the
primary tool for the povernment to influence
aggregate demand and stabilize the econormy,
according to Keynesian economics?

(a) Monetary policy.

(b} Fiscal policy.

[c] Supply-side policies.
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id) Exchange rate policy.
Solution:- B

67. The central idea of the Keynesian theory is
that:

fa) Government intervention 18 necessary to
stabilize the economy

(b) The market forces alone can ensure full
employment and economic stability

{c) Tax cuts are the most effective tool for

economic growth
(d) Private investment is the primary driver of
ECONOMIC Prosperity

Bolution:- A

] Deflation and unemployment
[d) Stagflation
Solution:- C

63 Keynesian theorv suggests that during an
economic downturn, the government should
implement:

{a) Austenity measures to reduce public debt

ib) Supply-side policies to boost production

(c) Contractionary monetary policies to control
inflation

(d) Expansionary fscal policies to increase
spending

Solution:- I

T1. In the circular flow model, households are
the:

{a] Sellers of goods and services and buyvers of
factors of production

(b} Buyers of goods and services and sellers of
factors of production

(c}] Buyers of poods and services and buyers of
factors of production

(d} Sellera of goods and services and sellers of
factors of production

Solution:- B

T2 In the circular fiow model, the total value of
goods and services produced in the economy is
measured by:

{a) Gross Domestic Product [GDFP)
(b} Gross National Product (GNFP)
(c] Wet Domestic Product (NDF)

(d)} Net Mational Product (NNF)
Solution:- A

69. The concept of "Multiplier Effect” in the
Keynesian theory suggests that:

ja) Chanpges in government spending have a
larger impact on National Income than changes
in laxes,

ib] A change in investment Ieads (o a
proportionate change in National Income,

(c) Increases in exports result in  higher
economic growth and employment.

{d) Changes in consumption have a direct and
immediate impact on investment.

Solution:- A

T3. In the circular [ow model, housceholds
receive income in the form of!

(al Profits

(b} Taxes

[c] Wages, rent, and interest
{d) Government transfers
Solution:- C

70. According to Keynes, in situations of
insufficient aggregate demand, the economy
MAY EXperience:

a) Demand-pull inflation

{b] Coat-push inflation

T4. In the two-sector circular flow model,
savings by households are equal to;

(2) Consumprion expenditmre

(b Taxes paid 1o the government
{c] Investment by firms

(d} Government spending
Solution:- C

T5. In economics, the smady of how individuals
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and socictics allocate limited resources to
satisfy their unlimited wants is known as:

(a) Microeconomics
(b) Macroeconomics
(c) Economic planning
{d) Economica

Solution:- A

Solution:- B

76. The price at which the quamity demanded
of a good or service eguals the gquantity
supplied is known as:

{a) Equilibrium price
(b)] Market price

(o) Maximum price
{d) Minimum price
Solution:- A

80. The intercst rate at which a ceniral bank
lends money to commercial banks is Known as:

{a) Prime rate

(b} Discount rate

(c] Federal funds rate
(d) LIBOR rate
Solution:- B

T7. The study of how individuals and firms
make decisions and nteract in markets is
known as:

(a) Macroeconomics
ib] Microcconomics

c) Economic planning
(d) Econometrics
Solution:- B

21. In an economy, the apgpregate demand [(AD)
function is represented as AD = 2,000 - 100P,
where P is the price level. Calculate the
equilibrium level of ageregate demand when the
price level (P} is ¥ 15.

{a) ¥ 1,000
(b} ¥ 2,500
(c] ¥ 1,500
(d) ¥ 500
Solution:- D

78. The Consumer Prnice Index (CPl) i3 a
measure of:

fa) The overall level of prices in an economy
k] The total output produced in an ecornomy
ic) The unemployment rate in an economy
{d] The government's budget deficit
Solution:- A

82 In an economy, the consumption function
ig represented as C = 500 + O.BY, where C iz
consumption and Y iz disposable income,
Calculate the level of consumption when
disposable income (Y) is T 1.000

(&) ¥ 1.200
() T 1,300
(o] 2 1,400
(d) % 1,500
Solution:- B

79. Which type of unemployment occurs when
there is a temporary mismatch between job
seekers and available job vacancies?

la) Cyclical unemployment
{b] Frictional unemplovment
ic) Structural unemplovment

(d) Seasonal unemployment

83. In an economy, the consumption function
iz represented as C = 1,000 + 0.8Y, where C iz
the consumption and Y iz the disposable
income. Calculate the level of consumption
when the disposable income (Y) iz ¥ 5,000,

{a) ¥ 1,800
(b} ¥ 3,800
(c| 4,000
(d} T 5,000
Solution:- D

| CA Aditya Sharma

| Page No-6.10 |




| CHAPTER-6 | National Income

84, If total consumption in the two-sector
model is greater than total income, the
economy will experience:

ia) An increase in Inventories

(b) An increase in investment

{c) An increase in National Income
(d) A decrease in National Income
Bolution:- C

output level = 600 units
Solution:- B

85. OMIT

86. The formula for calculating national income
(Y] in the two-sector model is:

a¥=C-8
b)Y=C+3
[c) Y=C +I
[d)Y=C-1
Solution:- B & C

B9, The formula o calculate the inwvestment
multiplier is:

{a) Investment Multiplier = 1 / Marginal
Propensity to Consume (MPC)

(b) Investment Multplier = 1 / Marginal
Propensity to Save (MPS)

(c] Inwvestment Mulaplier = 1 + Marginal
Propensity to Consume (MPC)

(d} Investment Multplier = 1 + Marginal
Propensity to Save [(MPS)

Solution:- B

87. In an economy, the aggrepate demand (A[d)
function is represented as AD = 2 000 -100F,
arid the short-run aggregate supply (SRAS)
flunction iz represented az SRAS = 1,000 +
150P. Calculate the equilibriom price level [F)
and output level when the economy is at
equilibrivm,

alP=16Y=1400

b)P=%8,Y=1200

c) P=210,¥=1.000

[d) E=312 ¥ = 800

Solution:- A

90. The investment multiplier indicates that an
increase in investment of a certain amount will
lead to afarn:

(a) Smaller increase in national income
(b} Bqual decrease in naticnal income
(c] Larger increase in national income
(d} Mo change in national income
Solution:- C

88. In an economy, the aggregate demand (A[d)
function is represented as AD = 2,000 -100F,
ard the short-run aggregate supply [SRAS)
lunction is represented as SRAS = 500 + 100F.
Caleulate the equilibrium price level and outpuat
level in the econoty,

la) Equilibrium price level = T 8: Equilibrinm
outtput level = 1,200 units

ib] Equilibrium price level = £ 10; Equilibrivm
output level = 1,000 units

() Eguilibrium price lewel = 2 132; Equilibrium
output level = 800 units

(d} Equilibrium price level = 2 14; Equilibrium

91. The investment multiplier measures the:

{al Increase in government spending due to an
INCrease in investment

(b} Increase in investment due to an increase in
government apending

fc}] Total change in national income resulting
from a change in investment

{d)} Total change in investment resulting from a
change in national income

Solution:- C

92. The investment multiplier is based on the
idea that an initial change in investment:

(a) Dhrectly affects consumption spending by
houscholds.

(b} Indirectly affects consumption and
investment spending through changes in
interest rates.

[c] Indirectly affects consumption spending by
households.
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id) Directly affects government spending
Solution:- C

3. In the three-sector model, the equilibrinum
condition oocurs wher:

{a) Total consumption equals total savings
ib] Tetal income equals total consumption
{c) Total income equals total expenditure
() Total savings equals total investment
Solution:- C

by 2 100 billion.

[c] The equilibnum level of income will increase

by ¥ 500 billion.

(d)} The equilibrium level of income will decreaze
by 2 500 billion.

Solution:- C

94, in a three-sector model, the equilibrium
condition occurs when;

fa) Agpregate savings cogual aggregate
investmenlt

ib] Aggregate consumpiion equals aggregate
INCotme

(c) Total exports equal total imports

(d] Total government spending equals total tax
revenue

Solution:- B

97. The equilibrnium condition in the four-sector
model occurs when:

(&) Total consumption equals total income
(b} Total savings equal total investment

(c] Total consumption phus total taxes equal
total incorme

|d} Total exports equal total imports
Solution:- C

95. In an economy, the government purchazes
of goods and services [(G) are ¥ 500 bilkon, taxes
(T) are ¢ 300 bilhon, transfer payments (TR) are
2 100 billion, and the disposable income (YD) is
2 1,500 bilhion. Calculate the level of
government savings or dissavings.

(a) Government savings of ¥ 200 billion
(b) Government dissavings of 2 100 billion
o) Government dissavings of 200 hillion
(d] Government savings of 3 100 hillion
Solution:- C

98, I, in the four-sector model, aggregate
consumption and taxes are greater than
aggregate income, it indicates that;

{a) The economy is in equilibrium
() The economy is in recession

ic] The economy is facing a surplus
[d} The cconomy is facing a deficit
Solution:- D

96. In an economy, the government iNncreases
its spending on infrastructure projects and
welfare programs. As a result, the government
expenditure [G) increases by ¥ 100 billion, How
will this increase in government expenditure
affect the equilibrium level of income in the
cconomy, assuming the marginal propensity to
consume (MPC) is 0.87

(a) The equilibrium level of income will increase
by 2 100 billion.

(b) The equilibrium level of income will decrease

99, According to the Keynesian theory, during
amn economic recession, the government should:

() Decrease government spending to reduce
budget deficits.

(b} Increase taxes to control inflation.

c] Increase povernment spending to stimulate
agpregate demand.

(d} Decrease interest rates o encourage private
investment,

Solution:- C

100. The concept of the "Multipber Effect” in
the Keynesian theory suggests that:

(a) Government spending has a larger impact
on national income than changes in taxes.

(bj A change in investment leadz to a
proportionate change in national income.

lc] Increases in exports result im  higher
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economic growth and employment.

(d) Change=s in consumption have a direct and
immediate impact on investment.

Solution:- B

101. According to the Keynesian theory, dunng
periods of high inflation, the pgovernment
should focus on:

(a) Increasing government spending to boost
aggrepate demand.

(b) Reducing taxes to encourage consumption.

(c) Decreasing money supply and raising
interest rates to control spending,.

id] Encouraging private investment through tax
incentives.

Solution:- C

105. Keynesian policies are designed 1o address:
{a) Short-run fluctuations in the business cycle
(b} Long-run structural issues in the economy
(c] Inflationary pressures in the economy

(d) Excessive government debt and deficits
Solution:- A

102, The Keynesian theory suggests that
changes in aggregate demand can lead to
fluctuations in:

ia) The exchange rate,

{b) Interest rates.

ic) Unemplovment and inflation,
(d) Stock market prices
Solution:- C

106, The circular flow model] illustrates the flow
o

(a) Goods and services and money between
households and firms

(b} Goods and services and money between
households and the government

c] Goods and services and money between
businesses and the government

(d] Goods and services and money between
firma and fnancial instiutions

Bolution:- A

103, The primary focus of the Keynesian theory
13 0Tk

{a) Long-term economic growth.
(b) Achieving price stability.

i) Short-run  econormic fluchuations and
stabilizing the economy,

{d] Increasing international trade.
Solution:- C

107. Leakapge in the circular flow model refers
o

{a] Money flowing out of the economy due o
imports

(b} Money flowing inte the economy due to
CEPOTS

lc] Savings and taxes that reduce the flow of
income

(d) Government spending that increases the
flow of income

Solution:- C

104, According to the Keynesian theory, the
level of national income is primarily determined
by

ia) Agpregate demand in the economy
ib] Aggregate supply in the economy
() The government 8 fiscal policy

id) The central bank's monetary policy
Solution:- A

108. The production possibilities frontier (PPF)
Tepresents:

(8] The maximum quantity of poods and
services that a country can produce using all
availahble resources efficiently

(b} The minimum level of production a country
must achicve to meet its basic needs

(c] The total output of a country's economy in a
given time period

{d} The income distnbution among different
income groups in an economy

Solution:- A
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109, The investment multiplier is calculated as
the:

o) Change in investment divided by the change
in national income

(b) Change in national income divided by the
change in investment

{c) Change in consumption divided by the
change in investment

{d) Change in government spending divided by
the change in investment

Solution:- B

Solution:- C

113, Im the three-sector model, if aggregate
demand exceeds ageregate supply, it leads o

(a) A surplus in the economy

(b} An increase in government bormowing
(c] Inflationary pressures in the econonmy
|d} A decrease in national income
Solution:- C

110. A higher investment multiplier implies
thart:

ja) Changes in investment have a larger impact
on the overall economy

{b) Changes in investment have a smaller
impact on the overall economy

(c) The economy is in a recessionary phase
{d) The economy is in an inflationary phase
Solution:- A

114, In the four-sector model, net exports [NX]
represent the difference between:

(a) Government spending (G) and taxes (T)
(b} Exports (X} and imports (M)

(c] Bavings (8) and investments [I)

(d) Consumption [C) and investment (1)
Solution:- B

111. In an economy with a high itwvestment
multiplier, a decrease in mvestment can lead
(¥ F

(a) A significant decrease in natiomal income
and cutput

(b) An increase in consumer spending o
compensate for the decrease in investment

[c) An increase in government spending to
compensate for the decrease in investment

(d) No significant impact on the overall economy
Solution:- A

112. Equilibrium income in the three-sector
model iz achieved when:

(a) Aggregate demand is greater than apggregate
supply

(b) Ageregate demand is less than aggregate
supply

() Aggregate demand iz equal to aggregate
supply

(d) Aggregate demand is egual to consumption

115. The Keynesian theory emphasizes the role
of  ininfluencing national income.

(a) Aggregate supply

(b} Government policies
fc} Foreign trade

(d} Business investments
Solution:- B
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TR o5 ccononics

* Mt National Product at Factor Cost (MMPec)or Mational Income
MNPy = National Income = FID (factor income earned in domestic territory) + NFLA

* Personal income is @ measure of the actual current income receipt of persons from all
sources, Disposable Personal Income (D) that is available for their consumption or
savings DI = Pl - Personal Income Taxes

* Circular flow of income refers to the continuous interlinked phases in circulation of
production, income generation and expenditure involving different sectors of the
EConomy.

* Product Method or Value Added Method is also called Industrial Origin Method or Net
Output Method and entails the consclidation of the preduction of each industry less
intermediate purchases from all other industries.

* Under income method, national income is calculated by summation of factor incomes
paid out by all production units within the domestic territory of a country as wages
and salaries, rent, interest, and profit. Transfer incomes are excluded,

* Under the expenditure approach, also called Income Disposal Approach, national
income is the aggregate final expenditure in an economy during an accounting year
composed of final consumption expenditure (private& government), gross domestic
capital formation and net exports.

TEST YOUR KNOWLEDGE

Multiple Choice Type Questions
1. The concept of resident unit” involved in the definition of GDFP denotes

fa) A business enterprise which belongs to o citiren of fndio with production units solely
situated in lndia

() The unit having predominant economic (nterest in the economic territary of the
country for one year or more irrespective of the nationality or legal status

(c) A citizen household which had been living in India during the accounting year and
ong whote economic interests are salely in India

{d) Households and business enterprises composed of citizens of Indio alane living in
India during the accounting year

2 Read the following statements and answer the following question,

I Intermediate consumption consists of the value of the goods and services consumed
a5 inputs by a process of production,
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DETERMINATION OF NATIONAL INCOME _

8 Intermediate consumption excludes fixed assets whose consumption (s recorded as
consumption of fixed capital.

(@) Only | istrue

(b)  Both | and Il are true

] Oy I is true

fd)  Neither | nor Il is true

Gross Domestic Product (GDP) of any nation

fa) exciudes capital consumption and intermediate consumption
{h) is inclusive of capital consumption or depreciation

fcl is inclusive of indirect taxes but excludes subsidies

(d) MNone of the above

Read the following staterments

1, ‘Value added” refers to the difference between value of output and purchase of
intermediate goods.

1] ‘Value added’ represents the contribution of labour and capital to the production
Process.

(a) Statements | and Il are incorrect

(b} Staternents | and Il are correct

fc) Staterment | is correct and N is incorrect
(d) Staterment 1 is correct and ! is incorrect
Mon-economic activities one

fa) those activities whose value 5 excluded from national income calcwlation as of
will invalve double counting

(b) those which produce goods and services, but since these ore not exchanged in a
market transoction they do not command any market value

fc) those which do not involve production of goods and services as they are meant
to provide hobbies and leisure time activities

(d) thase which result in production for self consumption and therefore not included
in national income calculotion

Which of the following does not enter into the calculation of national income?

fa) Exchange of previously produced goods
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{h) Exchange of second hand goods
fc) Exchange of stocks and bonds
(d) Al the above
A Which of the following enters into the colculation of notional income?
(a) The value of the services that accampany the sale
b}  Additions to inventory stocks of final goods and materials
fc) Stocks and bonds sold during eth current year
(d) () and (B) above
a Gross Notional Product ot market prices GNP we (5
fa) GDP we  + Net Factor income from Abroad
{h) GDP we - Net Factor income from Abroad
fc) GDP we - Depreciation
(d} GODP pp + Net Indirect Taxes
9 Choose the correct staternent
fa} GNP includes eamings of Indian corporations overseas and Indian residents
working overseos; but GDP does not include these
i) NMNPee = Notional Income = FID (foctor income earmed in dormestic
territory] — NFIA.
fc) Capital goods and inventory investment are excluded from computation of GDP
{d) NOPup = GDOPme + Depreciation
. The basis of distinction between market price and factor cost i5
fa) net factor income from abrood
(b} netindirect taxes {ie, Indirect taxes - Subsidies)
fc)  netindirect taxes (Le, Indirect taxes + Subsidies)
{d) depreciation | consumption of fixed capital)
It If net factor incorme from abrood is positive, then
fa)  national income will be greater than demestic factor incomes
{h) notional income will be less thon domestic factor incomes.
fcd  netexports will be negative
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(d) domestic factor incomes will be greater than notional income

12 The GDP per capita i
fa) a megsure of a country's economic oulput per person
{b) actual current income receipts of persons
(el national income divided by population
fd) faland {c) above
13 Which of the following is an example of transfer payment?
i) Otd age pensions and family pensions
(b) Scholarships given to deserving diligent students,
fc Compensatian given for loss of property due to floods
) All the above
14, Mixed income of the self -employed means
fa) niet profits received by self -employed people
i) outside wages received by self- employed people
fcl combined factor payments which are not distinguishable,
{d) wages due to mon- economic activities
15 Which of the following is odded to national income while colculating personal income?
fa) Transfer payments to individuals
{b) Undistributed profits of corporate
i) Transfer payments mode fo foreigners
(d) Mixed income of self employed
ANSWERS
1. b |z (B) |3 b) |4 b) |= (b}
6. d} |7 d |8 {a) |9 (a) | 0. (b)
1. (a) 12. {d) 13, (d) |14 (€} 15. (a)
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. Taxes act as leakage from the economic system. Thus, tax multiplier when, T=T -tY, is
1
1=B(1 = 1) o
BNl

* The four sector model includes all four macroeconemic sectors, the household sector,
the business sectar, the government sector, and the foreign sector and in equilibrium,
wehaveY=C+ 1+ G+ [(X-M)

* The domestic economy trades goods with the foreign sector through exports and
imports.

* Imports are subtracted from exports to derive net exports, which is the foreign sector's
contribution to aggregate expenditures, If net exports are positive (X = M), there is net
injection and national income increases. Conversely, if X<M, there is net withdrawal
and national income decreases.

+ The autonomous expenditure multiplier in & four sector model includes the effects of

i . i 1 i I .
foreign transactions and is stated as ——— against rios; I @ closed economy.

* The greater the value of m, the lower will be the autonomous expenditure multiplier,

* An increase in the demand for exports of a country is an increase in aggregate demand
for domestically produced output and will increase equilibrium income just as would
an increase in government spending or an autonomous increase in investment.

TEST YOUR KNOWLEDGE

Multiple Choice Questions

1.
a)
(&)
{c)
{d)

{al
(b)
{c)
()

i The

In the Keynesian model, equilibrium aggregate oulput is determined by
aggregate demand
consumption funcltion
the national dermnand for labor
the price level
Keynes believed that an economy may attoin equilibrivm leve! of output
anly at the full-employment level of output
below the full-employment level of output
anly if prices were inflexible

a) and ¢} above
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{a)
(b)
{c)
(dl

(a)
({2l
ic)
()

DETERMINATION OF NATIONAL INCOME _

According to Keynes, consumption expendifure (s determined by

the level of interest rotes
extent of government toxes and subsidies
disposable income

autanomaous investment expenditure

The marginal propensity to consume (MPC) can be defined as

a change in spending due to @ change in income
g change in income that @5 saved after consumption
part of income that is spent on conswumption,

part of income that is not soved,

if the consumption function is expressed as C = a + bY then b represents

(al
(b)
(c]
{d)

outonomous consumer expenditure when income (s Zero
the marginal propensity to consume,
the expenditure muitiplier when consumption is increased

part of disposable income

If the consumption function is expressed as C = a + bY then g represents

(o)
(b
fc)
(il

autonomous consumer expenditure.
the marginal propensity to consurme.
the consumption income relationship

MNon- linear consumption function

If the consumption function is C = 20 + 0.5Yd, then an increase in disposable income by
& 100 will result in an incregse in consumer expenditure by f---—--euu-

(a)
(6
fc)
()

23
it
50
100

If the autonamous consumption equals & 2000 and the marging! propensity to consume
equals 0.8, If dispasable income equals & 10,000, then total cansumption will be &

fal

8000
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(b b, GO
fc] 10,000
(d) MNore of the above
g, In the Keynesian cross diegram, the point at which the aggregote demand function

crosses the 45-degree line indicates the

fa) level of full employment income,

(B tess than full employment level of income.

fc) equilibrivm level of income which may or may not be full employment level of
income

fef) autonomous level of income which may not be full employment  level of income

0. In a closed economy, aggregate demand is the sum of

fa) consumer expenditure, demand for exports ond government spending.

{b) consumer expenditure, planned investment spending and government spending.

) consumer expenditure, octual investrent spending, government spending and net
exports.

() consumer expenditure, planned investment spending, government spending, and net

Exporns.

1. Linder equation C= a+by, b=0.8, what is the value of 2 sector expenditure multiplier?

fa) 4

() 2

fic] L

fd) 7
ANSWERS
% @ |2 by |3 ¢} |4 {a) |5 b | & {a)
X c] |8 () |9 (c) |10, by |11. (c)
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CHAPTER 7

PUBLIC FINANCE

Unit:1 Fiscal Functions: An
Overview, Centre and State
Finance

Multiple Choice Questions
1. What does fiscal policy refer to?

[a) The government's policy on taxation and
public expenditare.

(b) The policy of the central bank to control
the money supply.

[c} The policy of promoting free trade and
globalization.

(d) The policy of regulating foreign direct
investment.

Solution:-A

2, Which of the [ollowing iz an example of
an expansionary fiscal policy?

{a) Increasing taxes to reduce inflation

(b} Reducing government spending to
control budget deficit

{c) Increasing povernment spending and
cutting texes to stiimulate economic growth

[d} Implementing austerity measures to
address recession

Solution:-C

2. What is the primary objective of fiscal
policy?

(a) Controlling inflation

(b} Achieving trade surplus

[} Reducing income inequality

[d) Stabilizing financial markets
Solution:-A

6. [n a market economy, the primary role of
the government is (o)

{2l Own and control all the means of
production.

(b} Set prices and allocate resources,
[c) Provide goods and services directly to

CONSEUINETE.

(d)} Ensure the lunctioning of markets and
enforce property rights.
Solution:-D

3. Which level of government is responsible
for formulating and implementing Oscal
policy in a federal svstem?

[a] Local government
(b} State government
[c} Central government

(d) Municipal government
Solution:-C

7. The concept of "market failure" refers to:

(a) The government's inability to efficiently
allocate resources.

(b} The inability of markets to achicve an
equitable distribution of wealth.

[c] Sitwations where the market does not
efficiently allocate resources o produce
goods and services,

{d}] The govermment's inability to provide
public goods and services.

Solution:-C

4. What is the role of the state government
in fiscal policy?

(a) Implementing monetary policy
(b) Controlling inflation

fc)] Managing the country's foreign exchange
rESCIVES

[a}] Implementing certain tax and
expendiiure policies within the state

Solution:-D

8. In a market ecomomy, the role of the
government is mosath:

{a) To control all aspects of production and
distribution.

(b} To centralize economic decision-making
in the hands of a few authorites.

[c] Ta provide goods and services directly to
the pubdic,

[d} To intervene selectively (o corTect market
failures and ensure fair competition.

Bolution:-D

9. An  example of a government's
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microeconomic Tole is:

(a) Implementing monetary policy to control
inflation.

(b) Managing the country's balance of trade

and current account.

(c] Regulating the labor market and setting
Minirmim wages.

(d} Seiting targets for economic growth and
GDF expansion.

Solution:-C

Solution:-D

10. The allocation Mnction i economics
refers toe

[a)] The government's role in distributing
subsidies to various industries.

(b} The process of allocating resources
among different uses to satisfy unlimited
wWants.

[c}] The role of fnancial institutions in
allocating eredit o the public.

[d) The process of allocating goods and
gervices among different regiomzs of the
COUntTy.

Solution:-B

13. Which of the following is an example of
a redistributive policy?

{2y Providing subsidies (o domestic
industries o boost exports.

(b} Implementing tax cuts to stmulate
economic growth.

(©) Introducing progressive income 1ax rates
1o tax higher incomes at a higher rate.

{d}] Reducing government spending to
control budget deficits.

Solution:-C

11. The allocation lancticn in an econormic
gsystem refers to:

[a)] How the govermment allocates its budget
for different sectors.

(b} How regources are disiributed among
households and firme.

[c) How the central bank allocates credit to
commercial banks,

(d) How foreign trade i1s regulated and
controlled.

Solution:-B

14. A "means-tested” welfare program refers
1o a program that:

(a) Provides benefits to all individuals
regardless of their income level,

{b) Is funded through progressive taxation.

[} Targets benefits to individuals based on
their income or financial need.

{d} Supports specific industries to boost
economic growth.

Solution:-C

12. Economuc efficiency is achieved when:

(a) The government intervenes in resource
allocation.

(b)) Production is maximized, regardless of
the distribution of goods.

[c] Eesources are allocated to produce the
highest quality goods.

(d}f Resources are allocated to produce
goods in a way that maximizes total
welfare.

15. The pgovernment's main tool for
achieving redistribution is through:

(a) Fiscal policy. inwolving taxation and
government spending.

(b) Monetary policy, involving controlling
the money supply and interest rates.

[c) Exchange rate policies to promote
international trade.

(d) Industrial policies to support specific
industries.

Soluntion:-A

16, Universal basic income [(UBI] iz an
example of:

{a) An anti-inflationary measure.
(b} A regressive tax policy.

r) A redistribution policy

{d} A trade promotion policy.
Solution:-C

17. The pnmary goal of the stabilization
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function 1s to achieve;
(&) & balanced budget for the government.,

(b} Maximum economic growth and
EXpPansion.

[c} Full employment and price stability.

(d} Increased intermational trade and
E‘IP‘DI'IZ-E.

Solution:-C

(b} Lecal Governments (Panchayats)

{c) Central Board of Direct Taxes (CBDT)
(d} Reserve Bank of India (RBI)
Solution:-C

18. Automatic stabilizers in the economy
refer to:

a) Government policies that automatically
stabilize the stock market during
downiurms.

(b} Economic factors that automatically
offeet  ecomomic  fluctuations  without
government intervention.

(c] Government agencies responsible for
regulating prices and wages,

[d} The stabilization of foreign exchange
rates i intermational trade.

Solution:-B

22. Which of the following is an example of
a fiscal policy measure undertaken by the

government during an economic downturng

(a) Reducing interest rates to encourage
borrowing and spending.

(b} Decreasing the money supply to control
inflation.

(2] Implementing free trade agreements (o
promote nternational trade,

(d) Privatizing state-owned enterprises to
boost competition.

Solution:-A

19, Inflation targeting is an example of:
(a) Fiacal policy to stabilize the cconomy.

(b} An exchange rate policy to control
IMPOrts,

c] A monetary policy to achieve price
stability.

[djf Indusirial policy to support  the
manufacturing sector,

Solution:-C

23. The primary goal of the redistribution
function is to:

(a) Maximize profits for businesses

(b Promote economic growth —and
development

(o) Reduce income inequality and poverty

(d)} Encourage consumer spending and
investment

Solution:-C

20, Which of the bllowing best defines
fiscal functions?

(a) The management of public debt
(b) The management of private debt
[c] The management of monetary policy

(d} The management of government
finances

Solution:-D

24 In a progressive income tax system:

{a) The tax rate decreases as income
INCTreases

(b} The tax rate rcmains constant
regardless of income levels

i) The tax rate Iincreasce as Income
INCTeARes

{d} There are no taxes impoesed on personal
income

Solution:-C

21. In India, who iz reapongible for the
collection of most direct taxes?

[a] State Governments

25 The redistnbution functon 1 often a
subject of debate due to:

{a) Itz potential impact on economic growth
and investment

) Itz positive impact on reducing inflation
and unemployment

(2] The ease of implementing progressive
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taxation

id} Itz association with increased
government spending on public goods
Solution:-A

26, In the context of the stabilization
function, "price stamlity” refers to:

(@) The constant level of prices for goods
and services

(b) A situation where prices are increasing
moderately over time

[} The absence of inflation or deflation in
the economy

[df A situation where prices are determined
by  market forces without government
Intervention

Solution:-B

lower costs.

[t) Imposing price controls to regulate
market prices.

({d)} Correcting externalities through taxes or
subsidies

Solution:-D

CHAPTER 7 PUBLIC FINANCE
Unit:2Market
Failure/Government
Intervention to Correct

Market Failure

30. A public good is characterized by:

{a) Fivalry in  consumption  and
excludallity.

(b} None-rivalry in  consumption and
excludakbility.

ic) Rivalry in consumption and non-
excludability.

{d} Non-rivalry in consumpiion and non-
excludability.

Solution:-D

27, Market failure occurs when:

[a) The povernment ifntervenes in  the
market © regulate prices,

(b) Demand for a product exceeds its supply
in the market.

[c} The market fails to allocate resources
efficiently.

[d} The government imposes axes on goods
and services,

Solution:-C

31. When a market is characterized by
information asymmetry, it means that:

{a) Consumers have more information than
producers,

(b} Producers have more information than
CONSUMers.

{c) Both consumers and producers have
equal access to information.

[d} The market is perfectly efficient with no
information gaps.

Solution:-B

28, Externalities refer to:

[a] The costs and benefits that affect only
the producers in the market.

[b) The costs and benecfits that affect both
producers and consumers in the market.

[c) The costs and benefits that affect only
the consumers in the market.

(d} The costs and benefits that have no
impact on the market.

Solution:-B

32. Which of the following is a reason why
markets fail?

[} Perfect competition among firms,
(b) Absence of externalities.

(c) Adeguate provision of public goods.
(d} Information asymmetTy,
Solution:-D

29, Government intervention to  corfect
market failure may involve:

(a) Reducing taxes to encourage Investment.
(b) Providing subsidies to producers to

33. When external costs are not accounted

for in the market price of a good, it leads to:
{a) Overproduction of the good.

(b} Underproduction of the good.

{r) Optimal production of the good.

{d) Equilibrium production of the good.
Solution:-A
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34, Which of the bllowing is a market
failure caused by incomplete information?

(a) Perfect competition.

() Monopoly power.

(o] Moral hazard in insurance markets.
(d) Efficient allocation of resources.
Bolution:-C

{c) Public goods have a competitive market
price,

{d} Public goods are pypically provided by
the government or public sector.

Solution:-D

35. Monopolies can lead to market failure
becauze:

(a) They produce goods efficiently at lower
prices.
(b} They have a larger market share,

[} They restrict output and charge higher
prices.

(d) They promoic competition.
Solution:-C

39. The free-nider problem assonated with
public goods refers to:

{a) Individuals who benefit from public
goods burt refuse 1o pay for them.

(b} The lack of competition among providers
of public goods.

[c) The governments inability to regulate
public goods effectively.

(d} The high costs of preduction associated
with public goods.

Solution:-4

36, What i1z the most ecffective way to
internalize externalities?

[a) Government intervention through
regulations and taxes

(b} Imposing price ceilings on goods and

BETVICDE

(c] Encouraging monopolies to dominate the
market

(d) Allowing markets to reach eqguilibrium
naturally

Solution:-A

40. Incomplete information in a market
refers to:

(&) The lack of government regulations in
the market.

(b} The presence of extermalities in the
market,

) The absence of competition among firms
i1 the market,

(d} Situations where one party in a
transaction has more information than the
other.

Solution:-D

37. Which market structure s most likely
to neglect externalities?

(&) Perfect competition

(b} Monopoly

[c] Oligopoly

(d) Monopolistic competition
Solution:-A

41. Moral hazard s an example of
incomplete information in:

{a) Insurance markets,

(b} Perfectly competitive markets.
) Monopoly markets,

[d} Labor markets.

Solution:-A

38, Which of the following statements is
true about public goods?

{a) Public goods can be easily provided by

private firms for a profit.

(b} The free-rider problem is not & concern
for public goods.

42 Adverse selection is a situation where:

(a) Buyers and seliers have equal knowledge
about a8 product.

(b} High-quality goods dominate the
market,

{c) Low-quality goods are more likely to be
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traded.

([d) The market is characterized by pedfect
cormpe tion.

Solution:-C

43, Which of the following iz an example of
asymmetric information in the used car
market?

(@) All used cars having the same market
price

(b} Buyers and sellers having access to the
same car history reparts

o] A seller knowing the true condition of a
used car, but the buver does not

(d) Buyers and sellers negotiating the price
of used cars in an open market

Solution:-C

high-quality products.
(d} Participate in international trade and
expand their market share,

Solution:-B

47. A nmatural monopoly cccurs when;
{a) There is only one firm in the market with
significant market power.

(b} The government regulates the prices and
operations of all firms.

{c) Multiple firms compete in the market
without any dominance.

[d} Economies of scale make it fnore
efficient for one firm to serve the entire
market,

Solution:-D

44, Antitrust laws are designed to:

(@) Protect [rms with dominant market
positions rom competition.

(b) Encourage collusion among competing
firms.

[c] Promote mergers and acquisitions in the
market.
(d} Prevent monopolistic practices and

promote competition
Solution:-D

45, Government intervention to minimise
market power can include:

a) Imposing price floors to protect
producers.

(b} Providing subsidies to encourage higher
production.

(¢} Breaking up monopolies or regulating
their behavior.

(d) Implementing import tariffs o promote
domestic industries,

Solution:-C

48. Merit goods are goods that:
[z} Hawve high market demand and limited
supply.

(b} Are provided by the government without
ANY COST 10 CONSUMErS.

) Are considered to have positive
externalities and are underprovided by the
market,

(d} Are characterized by mDwvalry in
consumption and excludability.

Solution:-C

49 Which of the following is an example ol
a merit good?

{a) Fast food and soft drinks.
() Private haxury cars.

[c] Education and vaccinations.
(d} High-end fashion products.
Solution:-C

4h. Market power refers to the ability of a
firm ar a group of firms to:

(a) Minimize production costs and maximize
profits,

(b) Influence market prices and control the
quantity of goods produced.

[c] Compete [airly in the market and offer

20, The government's intervention in the
case of merit goods is primarily aimed at:

{a] Restricting the consumption of these
goods,

(b} Ensuring equitable distribution of these
goods.

{c) Encouraging the consumption of these
goods.

[d} Eliminating the production of these
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goods |
Solution:-C

51. Demerit goods are goods that:

[a) Hawve positive externalities and are
underprovided in the free market.

(bj Have negative externalites and are
overproduced in the free market.

(c] Are produced by government-owned
firms.

(d} Are provided by private firms but
aubaidized by the government.

Bolution:-B

(d} The competition between private firms in
providing public goods.

Solution:-B

54, Why are demerit goods often
overproduced in the free market?

[a) Because they are produced by
government-owned firms.,

(b} Because prvate firms find them
profitable to produce.

(c}] Because consumers fully consider their
negative externalitics,

(d) Becanse they are aubject to price floors.
Solution:-B

55. Which of the following is an example of
non-market pricing?

(a) A competitive market where prices are
determined by supply and demand.

(b} Government-controlled price ceilings on
rent in certain areas.

{c) Pricing strategy based on product
differentiation.

(d}] Dynamic pricing used by online
retailers.

Solutlon:-B

23, Covernment  intervention in the
provision of public goods can involve:

(a) Imposing high taxes on consumers who
uae public gonds.

(b) Restricting access to public goods 1o a
gelected group of individuals,
[c} Provatizing the production and
distribution of public goods.

(d) Financing the provision of public goods
through taxes and government spending.

Bolution:-D

56. Price floors imposed by the government
result in:

{a) Higher prices and excess supply in the
market.

(b} Lower prices and excess demand in the
market,

{r) Higher pricea and shortage of goods in
the market.

({d} Lower prices and increased competition
among producers.

Solution:-C

54, The concept of "crowding out” refers to:

(a) The phenomenon where the demand for
public goods exceeds the government's
ahility to provide them.

(b} Government spending on public goods
leading to rTeduced  private  sector
investment.

[c} The government's attempt to cxclude
certain individuals from accessing public

poods.

57. Non-market pricing is often used by the
government to:

(a) Encourage competition and innovation
among firms.

) Allow market forces o determine prices
frecly,

(c) Correct market failures and ensure
equitable distribution.

(d} Eliminate the role of prices in resource
allocation.

Solution:-C

58. Which of the following is &8 potential
ronsequence of information failure?

{a) Increased competition and lower prices
for consumers.
(b} Higher quality products and improved

customer service,

{c) Limited choices and higher prices for
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CONsSUmers.

(d) Increased innovation and technological
advancemenis.

Solution:-C

Expenditure Management and
Management of Public Debt

59, Which of the following is an example of
government  intervention to  correct
information failure?

(@) Requiring businesses to disclose
nutritional information on food labels.

(b} Allowing businesses to keep their
product information confidential.

] Imposing price cellings o control
inflation,

(df Allowing businesses to  mislead
consumers with false advertisements.

Solution:-A

62, What ig the primary purpose of the
government budget?

{a) To maximize government revenue
through taxes.

(b] To allocate resources efficiently in the
ECOnOny.

)} To manage public debt and reduce fizcal
deficita,

{d} To outline the povernment's fnancial
plans and policies for the fiscal vear.

Solution:-D

60. Government intervention for equitable
distribution can include:

[a) Implementing price conirols to regulate
resource allocation.

(b} Promoting competition among firms to
increase efficiency.

[c} Providing social wellare programs to
suppart vulnerable populations.

(d) Limiting the availability of resources to
maintain scarcity.

Solution:-C

63. What is revemue expenditure in the
governiment budget?

{a} Investment in lonpg-term assets like
mfrastructure.

) Day-to-day expenses like salaries and
subsidies,

[r) Transferring funds to other levels of
government.

({d) Borrowing money from foreign countries.
Solution:-B

6l. National defense is an example of a
public good because!:

(a) It iz provided by private firms in the
market

(b} It is mon-excludable, and consumption,
and one person® does mot diminish its
availability to others

[c] It is rivalrous in consumption, and one
person’s consumption reduces it
availability to others

(d) It can be selecuvely’ provided' 1o certain
individual Is based on their willingness 1o
pay

Solution:-B

64, Why is the government budget subject
to public debate and seruting?

{a) To determine the profitability of
government projects.
(b} To assess the performance of

government employees.

2] To evaluate the effectiveness of
government policies.

[d} Te promote competition among different

government agencies
Solution:-C

CHAPTER T PUBLIC FINANCE

Unit:3 The Process of Budget
Making: Sources of Revenue,

B3, What iz the difference between capital
expenditure and revenue expenditure?

(a) Capital expenditure relates to expenses
on public infrastructure, while revenue
expenditure relates to interest payments on

public debt.

(L) Capital expenditnire inchades
investments in long-term assetz, while
revenue expenditutre includes day-to-day
expenses like salaries and subsidies.
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[c] Capital expenditure is funded through
taxes, while revenue expenditure is funded
through borrowing.

(d) Capital expenditure is decided by the
central bank, while revenue expenditure is
decided by the finance ministry.

Balution:-B

66, What is the first step in the process of
budget making?

[a) Setting financial goals and abjectives.

(b} Estimating government revenue for the
fiscal vear,

[c] Allocating lunds o various ministries
and departments.

(d} Presenting the budget to the public.
Solution:-B

taxpayers contnibutions.

(b} Economic statistics of the previous fiscal
year,

o) A list of government employees and their
zalaries.

(d) Policy recommendations from opposition
parties.
Solution:-B

B7. Which  government Agency i
responsible for preparing the budget in
most countries?

{a) The central bank.

(b) The [finance ministry or (reasury
department.

[c] The department of taxation.
() The ministry of economic planning,
Solution:-B

T1. After the budget iz presented, it is
usgually sent to:

{a) The President for approval.
(b} The Supreme Court for review,
2] The Central Bank for implementation.

[d} The Parliament or Legislature for
approval and debate,

Solution:-D

68. After the budget iz prepared by the

finance minietry, it iz presented to:

(a) The president or prime minister.
(B} The central bank governor,

(e} The parliament or legislature,

(d} The ministry of economic planning,.
Solution:-C

T72. Which of the following is an example of
capital expenditure?

{a) Pavment of salaries 0 government
employees.

(b} Investment in building new schools and
hoepitals.

[c) Subsidies provided to low-income
families.

(d} Interest payments on public debt.
Solution:-B

69. Which povernment  official is
regponsible for presenting the budget to the
parliament or legislature?

{a) The Frime Minister

(bl The Finance Minister

[c] The President

(d) The Governor of the Central Bank
Solution:-B

73. What i3 the role of the legislature in
public expenditure management?

{a) The legislature sets monctary policy to
control government spending

(b} The legislature approves the national
budget and oversees government spending

[z] The legislature controls the prices of
public goods and services

{d} The legislature regulates mternational
trade and tariffs

Solution:-B

fa)] A detailed breakdown of individual

74, Why is revenue expenditure important
tor a government's financial planning?

la) It providea funds for long-term
investments and development projects

() It helps the government repay long-term
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loans and debts

c} It ensures efficient delivery of public
services and day-to-day operations

(d) It enables the government to increase
tax revenue

Solution:-C

73, Budgetary deficit is also known as:
(a) Revenue deficit

(b) Trade deficit i

(o] Figcal deficit

(d) Capital deficit
Solution:-A

receipts and expenditure, while fiscal deficit
considers both revenue and capital receipts
and expenditure.

(b) Revenue deficit is calculated annually,
while fiacal deficit 18 calculated monthly.

[c) Revenue deficit is the same as fiacal
deficit.

{d} Revenue deficit is a type of fiscal deficit .
Solution:-A

70, Fiscal deficit includes:

(a) Omnly revenue deficit

(b) Only capital deficit

(] Both revenue deficit and capital deficit
(d)} Neither revenue deficit nor capital deficit
Bolution:-C

77. The formula to calculate budgetary
deficit i=:

() Budgetary Deficit = Total Hevenue
Total Expenditure

(b} Budgetary Deficit = Revenue Receipts
Revenue Expenditure

[c) Budgetary Deficit = Capital Receipts
Capital Expenditure

(d) Budgetary Deficit = Fiscal Receipts
Fiscal Expenditare

Solution:-B

¥

B0, What t= the Finance Bill?

(&) A bill introduced in the parliament to
allocate funds for wvarious governrment
projects

) A bill introduced by the Ministry of
Finance to propose new tax laws and make
amendments to existing ones

o) A bill introduced to regulate the financial
sector and banking activities

(d} A bill introduced to control government
expenditure and reduce fiscal deficit

Solution:-B

81. The Finance Bill is discusszed and
debated in which house of parliament?

{a) The Lok Sabha

(b} The Rajva Sabha

(c) Both the Lok Sabha and Rajva Sabha
[d] The State Assemblies

Solution:-C

T8. Revenmue deficit ocours when:

[a) Total revenue is gregter than total
expenditure

(b} Capital receipts are greater than capital
expenditure

[c] Total revenue is less than total
expenditure

[d} Capital receipts are less than capital
expenditure

Solution:-C

70, How iz revenue deficit different from
fiscal deficit?

(a)] Revenue deficit considers onlv revenue

82. What is the Outcome Budget?

{a) A budget prepared by the Ministry of
Finance to allocate funds for warous
government projects

b} A budget presented in the parliament
that includes proposals related to new taxes
and financial matters

[c) A budget that focuses on the outcomes
and results achieved by various government
schemes and programs

[d] A budget that outlines the government's
revenile and expenditure plans for the
upcoming financial year

Solution:-C
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83, What is the Guillotine in the context of
the parliamentary budget process?

(a) A device used for capital punishment in
ENIME CoUntries

(b) A method to close debates and allocate
tume for discussions during the budge:
SESEI0N

[c] A parliamentary commities responsible
for reviewing the budget proposals

(d) A tool vsed by the finance minister to
present the budget in the parliament

Solution:-B

87. Which article of the Indian Constitution
deals with the Consolidated Fund of India?

{a) Article 110
{b} Article 280
{c] Article 266
(d) Article 360
Solution:-C

84. What are Cut Motions in the context of
parliamentary procedures?

(a)] Motions to cut short the duration of
parliamentary aessions

(b) Motions (o reduce the salaries of
povernment officials

[c} Motions to reduce the amount of a
demand for grant presented in the budget

id) Motions to cut off funding for a specific
government project

Solution:-C

BB. All government revenues and receipts
are credited to which fund?

{a) Public Account

(b} Contingency Fund

2] Consolidated Fund of India
{d} Development Fund
Solution:-C

85. What ia the purpose of a Cut Motion?

(a)] To propose a reduction in the total
budget allocation b)) To criticize the
functioning of the opposition parties

[c] To express disapproval of a specific
policy or expenditure

d) Te delay the passage of the budget
Solution:-C

89. Which fund iz audited by the
Comptroller and Auditor General (CAG) of
India?

{a) Public Account

[b] Contingency Fund

o) Consolidated Fund of India
[d} Development Fund
Solution:-C

86, What is the Consolidated Fund of
India#®

(a) A fund managed by the Reserve Bank of
India for foreign exchange transactiona

(b} A fund maintained by the government to
finance development projects

) A fund that holds all revenues received
and loans raised by the government

[dj A und created to support the defense
and security expenses of the country

Solution:-C

90. What is the Contingency Fund of India?

{a) A fund managed by the Rezerve Bank of
India for foreign exchange transactions

(b} A fund maintained by the government to
finance development projects

o) A fund that holds all revenues received
and loans raised by the povernment

4} A fund creafted to meet urgent amd
unforeseen expenditure of the government

Solution:-D
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(b) The government can bormow  from
international financial institations.

(c] The expenditure remains pending unftil
the parliament approves additional funds.

(d) The President can use personal funds to
cover the shortfall,

471, The Contingency Fund of India 1s
audited by

(a) The President of India

(b} The Comptroller and Auditor General
(CAG) of India

[o] The Finance Minister of India
(d] The Reserve Bank of India

472 What 1= the Public Account of India?

(a) A und managed by the Reserve Bank of
India for loreign exchange transactions

(] A fund maintained by the government 1o
finance development projects

473. Redistribution policies are likely 1o

have efficiency costs hecatise

(a) They will reduce the efficiency of
Eovernments

(] They may create disincentives to work
and save

ic) Governments have to forego taxes

(<) They are likely to make the poor

people dependent on the rich

474, Macrocconomic stabilization may be
achieved through

[@) Free market economy

[b) Fiscal policy

|c) Monetary policy

[d} (b} and [c} above

475. Which of the following policies of the
government  fulfils the redistribution
hnetion

(a) Parking the army on the northern borders
of the country

(b) Supply of food grains at subsidized prices
to the poor people

[c) Controlling the supply of money through
monetary policy

{d) All of the above

476, Choose the correct statetnent

(al Fiscal policy involves the use of changes
in taxation and government spending; while
monetary  policy involves the use of price
and profit controls.

(b) Fiscal policy involves the use of price and
profit controls; while monetary policy
involves the use of taxation and government
spending,

(c] Fiscal policy involves the use of changes
in taxation and government spending; while
monetary policy involves the use of changes
in the supply of money and interest rates.
(d)} Fiscal policy involves the use of changes
in the supply of money and interest rates;
while monetary policy involves the use of
changes in taxation and government
spending.

477. The justification for povernment
intervention is best deacribed by

{a) The need to prevent recession and
inflation in the economy

() The need to modify the outcomes of
private market actions

[c} The need to bring in justice in distribution
of income and wealth

(d} All the above

478, Eead the following siatements:
1. The market-generated allocation of
resources is usually imperfect and leads to
ineflicient allocaticon of resources in the
COOMOmY
2, Market failures can at all ttimes be
corrected through government intervention
3. Public goods will not be produced in
sufficient quantities in a market economy
Of the three statements above:
[a] 1,2 and 3 are correct
(b} 1 and 3 are correct
(c}] 2 and 3 are correct
(d}) 3 alone is correct

479, When a EOvVernrment offers
unemployment benefits and also resorts
o progressive taxation which function
does it scem (o fulfill?

[a] It is tryving to establish stability in
Aan Sconomy

) It is bving to redistribute income and
wealth

[c} It is trying to allocate resources to their
mosl efficient use

(d) It is creating a source of markert [ailure
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480, Government of Emeline Land decides
to  provide most —modemn road
infrastructure throughout the nation. This
can be classified as

[a} Distnibution function

(b) Allocation function

) Stabilization function

(d) Mone of the above

{b) Il and Il are correct
ic) 1, Il and Il are correct
id) All the above are correct

481, Which function does the government
perform when it provides transfer payments
to offer support to the underprivileged

[a] Allocation

[b) Eficiency

[c}] Distribuation

(d} None of the above

485 In a federal set up, the stabilization
function can be effectively performed by
[&) Eespective state governments
) Ministry of taxes
[c] The government at the centre

(d] None of the above

482, Which of the [ollowing iz true in
respect of centre and state  government
fimances?

[a] The centre can tax agricultural
income and mineral rights

(b) Finance commission recommends
distribution of taxes between the
centre amd states

[c} GST subsumes majority of direct
taxes and a few indirect taxes

[d} IGST is collected by the siate
Eovernments

486, Which of the following is concerned
with division of economic responsibilitics
between  the central and  state
Government of India?

(a) NITI Aayog

(b} central bank

[c] TFinance Commission

(d] Parliameft

483, GST compensation is given to
(a) to the industnies which have made
losses due to the introduction of
GST
[0} to compensate for the lower rates of
GST on essential items
|c) to the states to compensate for the loss
of revenue due to the introduction of
GST
[d} to compensate for the loss of input tax
credit in manufacianng

487, Fiscal Federalism refers to o

] Organizing and implementing
development plans

(b} Sharing of political power betweern
centers and states

[c] The management of fiscal policy by a
nation

(d} Dwwvision of economic functions and
resources among different lavers of
the government

488, Which one of the following taxes is
levied by the state government only?

(a) Corporation (ax

(b) Wealth tax

[e] Income tax

[d} Mone of the above

484, Which of the following is true in
respect of the role of Finance Commissions
in India?

I. The distribution between the union and
the states of the net procesds of taxes

I1. Allocationn between the states of the
respective shares of such proceeds.

[II. Make Recommendations on integrated
G5T on inter-state movement of goods
and services

Iv. To recommend expenditure
decentralization among different states

(a) I and Il are correct

489, The percentage of share of states in
central taxes for the period 2021-26

recommended by the Fifteenth Finance
Commission is

[a) 38 percent

[b) 41 percent

[¢] 42 percent

(d} The commission has not
submitted its report

490. Which of the following is not a
criterion for determining distribution
of central taxes among states for
2021-26 period

[a] Demographic performance
(b} Forest and ecology

(o} Infrastructure performance
[d] Tax and fizcal efforts
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441, As per the supreme court verdict in
May 2022

(a) The union has greater powers than
the states for enacting GST laws

{b) The union and state legislatures
have “equal, simultaneous powers*to
make laws
ofl Goods and Services Tax

{c) The union legislature’s enactments
will prevail in casze of a conflict
betwesn those of union and states

{d) The state legislatures can make
rules only with the permission of
central government

(a) makes price equal to marginal cost and
produce a positive external benefit on
others

(bl can cause markets to be efficient due
to reduction i costs

c] makes the firms price makers and
restrict output 80 as to make allocation
inefficient

{d] [b) andic] above

492, Providing social sector services such
as health and education is
[ E=1] the responsibility of the central
government
(b) the responsibility of the respective state
governments
() the responsibility of local administrative
bodies
{d] none of the abowve

406, Markes do not exist

ial for goods which have positive
externalities

(b for pure public goods
ic) for goods which have negative
externalitics

[d) none of the above

403, Market fatlure’ 1z & situation which
occurs when

la) private goods arc not sufficiently
provided by the market

k) public goods are not sufficiently
provided by public sector

) The market fail to form or they
allocate resources efficiently

() (b) and jc) above

497, Which of the following is the right
argument for provizion of public good by
govermment?

(a) Governmenls have huge resources at
their disposal

(b] Public goods will never cause any
type of externality

c] Markets are unlikely to produce
sufficient quantity of public goods

(d] Provision of public goods are very
profitable for any government

494, Which of the following is an
example of market failure?

498. Adequate amount of a pure public
good will not be provided by the private

market because of
(a) the possibility of free riding
(b) the existence of very low prices and low
profits

)] governmenis would any way produce
them, 8o there wiall be overproduction

(d} there are restrictiona as well as taxes

on production of public goods

(a) Prices of goods tend 1o rizse because
of ehortages
i) Merit poods are not sufficiently
produced and supplied
3] Prices fall leading to fall in profits
and closure of firms
id) None of the above

4935, Which of the lollowing is an

outcome of market power?

4090, The free nder problem anses
becanse of

(&) ability of participants to produce
goods at zero marginal cost
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bj marginal benefit cannot be
caloulated due to externalities present

lc) the good or service is non excludable

Id)] general poverty and unemployment
ol peaple

(d} I and Il are correct

200, A chemical factory has full
information regarding the risks of a
product, but continues to gell it. This
is possible because of

ja) asymmetric information
(b) moral hazard

ici free ridmg

{d) {a) and (c) above

504. Which of the following statements is
falze?

(a) Tradable permits provide incentive to
inngvate and reduce negative externalities
(b) A subsidy on a pgood which has
substantal positive externalities would
reduce its cost and consequently its price
would be lower

(c) Substantial negative externalities are
involved in the consumption of merit goods.
(d] Moerit goods are likely to be under-
produced and under consumed through the
market mechanism

501, If an individual tends to drive his
car in a dangerously high speed because
he has a comprehensive insuranee
cover, it is a case of

{a) free riding

(b} moral hazard
o) poor upbringing
(d) Inefficiency

505. Which one of the following would you
suggest for reducing negative
externality’?

(a) Production subsidies
(b} Excise duty

[c] Pigouvian taxes

(d} All of the above

202, Smolang in public is a case of
{a) Negative consumption externality
(bl Megative production externality
ic] Internalising externality
[d] None of the above

503, Read the following statements

| The market-hased approaches to
control externalities operate
through price mechanism

II. When externalities are present, the
welfare loss would be eliminated

. The key 1= to internalizing an
externality is to ensure that those who
create the externalities include them
while making decisionz OF the above
statements

{a) II and Il are correct
{b] 1only iz correct

le] II only is correct

506, A Pigouvian suhbsidy

(a) cannot be present when externalities
are present

(b) is B good solution for negative
externality as prices will increase

[c} 18 not measurable in terms of money
and therefore not practical

(d}] may help production to be socially
optirmal when  positive  externalities  are
prcm!nt

207, If governments make it compulsory to
avail insurance protection, it is because

(a) Insurance companies need to be
running profitably

(b} Insurance will generate moral
hazard and adverse selection

[c] Imsurance itz a ment good and
government wants people to consume it

(d] None of the above
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508, The Competition Act, 3002 aims to -

{a) protect monopoly positions of firms
that have developed unique innovations

{b] to promote and sustain competition
in markets

{c) to determine pricing under natural
monopoly,

id) None of the above

5009, Rulea regarding product labelling

la) Secks to correct market failure
due to externalities

(] Is a method of solving the
problem of public good

() May help solve market failure due
to information failure

id] Reduce the prohlem of
monopolies in the product market

310. ldentify the incorrect statement
la) A minimum  support  price  for
agncultural goods is a4 market intervention

method 1o puarantee steady and assured
incomes to farmers.

¥ An externality is internalised if the
ones that generated the externality
incorporate them into their private cost-
benefit analysis

o) The production and consumption of
demerit goods are likely to be less than
optimal under free markets

{d] Compared to pollution taxes, the cap
and trade method is administrarively cheap
and simple to implement and ensures that

pollution is minimised in the most cost-
effective way,

211, The incentive to let other people pay

for a good or service, the benefits of which
are enjoved by an individual

(a) Is a case of negative externality
(] Is a case of market efficiency
Ic)ls a case of free riding

(d}ls inappropriate and warrant action

212, A government subsidy

(a) is a market-based policy

(b} inwvolves the government paying patt of
the cost to the firms in order to promote
the production of goods hawving poeitive
cxternalities

lc] is generally provided for merit goods

[d} all the above

513. The production and consumption of
demerit goods are

(a) likely to be more than optimal under
free markets.

() likely to be less than optimal under free
markets

(c] likely to be subjected o price
intervention by government

(di a) and c) abave

514, The argument for education subsidy
1% bazed on

(a) Education is costly
(b} the ground that education is merit

good

(] education creates positive externalities
(dl b) and ¢ above

215, Read the following statements

I. Secial costs are the total costs incurred by

the society when a good is consumed or
produced.

II The external costs are not inchuded in

firms' income statements or consumers'
decizsions

I, Each firm’s cost which is considerecd

for determining output would be only private
cost or direct cost of production which does
not include external costs

V. Production and consumption
decisions are efficient only when private
costs are Considered Of the above

[a] Statements [ and Il are corTect
(bB) Statements LI and Il are correct
[c} Statement I only is correct

[d} All the above are correct

016, Government failure occurs when

{a) Government fails to implement its
election promises on policies
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(b] A povernment iz unable to get re-
elected

(8] Government  intervention  is
ineffective and produces fresh and more
serious problems

(d) None of the above.,

517.The difference between the budpet
deficit of & gpovernment and its debt service
paymentsis
{a) Fiscal deficit
(b) Budget deficit
{¢) Primary deficit
(d) MNone of the above

The following hypothetical fipures relate t
country A

Revenue receipts 20,000
Recovery of loans 1,500
Borrowing 15,000
Other Heceipts 5,000
Expenditure on revenue 24,500
account

Expenditure on capitall 26,000
account

Interest payments 2,000

518, The revenue deficit for country A is
(=) 5,000

(b] 24,000

(o) 4,500

(d] None of the above

219, Fiscal deficit of country A is

la) 14,000
(b) 24,000
e 23.500

(d] None of the above

320. Primary deficit of Country A ia

(a) 26,000
(b) 26,500
(e} 22,000
(d) 24,500

521. In NITI Aayog, NITI stands for
{a) MNational Initiative  for

Transforming India

[b) Mational Institution for
Transforming India

{c) MNational Institute for Technology and

Innovation
id) None of the above

522, The Appropriation Bill i3 intended to

(8) reduce unnecessary expenditure on the
part of the government

(b} give authority to government to incur
expenditure from and out of the
Conzolidated
Fund of India

[€} give authority to government to incur
expenditure from the revenue receipts
only

(d} be passed before the budget is taken for
discussion

223. Public debt management aims at

[a) An efficient budgetary policy to avail of
domestic debt facilities

(B} Raizing loans from international
agencics at lower rates of interest

[c}) RHaising the required amount of funding
at the desired risk and cost levels

[d} Management of public expenditure to
reduce public debt

524. The railway budget is
[a) Part of the general budget, but is
presefited by the railway minister
(b} Part of the general budget from the
budget for inancial vear 2017 -18,
[¢} Part of the general adget from the
budget for inancial vear 2021 -22

{d) Part of the general budget but
presented on the next day of the
general budget

525, Outcome madgeting
{a) shares information about the money
allocated for various purposecs in a

buadget
{b) establishes a direct link between
budgetary allocations and

performance targets measured
through output and outcome
indicators

lc) establishes a direct link between

budgetary performance targets and
public account dishursals
{d) shares information about puoblic
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policies and programmes under the
budget.

526 . Corporate tax

{a) ie collected by the union
government and can be a ecapital
receipt or revenue receipt

(b) may be collected by the respective
states and fall under revenue
receipls

(c) may be collected either by the
centre or states and fall under
revenue receipts

(dl iz «collected by the union
povernment and s a revenue
receipt

527. Government borrowings from foreign
governments and institutions
(a) Capital receipt
B Eevenuc receipt
ic] Accounts for fiscal deficit
{d) Any of the above depending on

the purpose of borrowing

The t'u]lnwiﬂé't&b]e relates to the revenue
and expenditure figures of a hypothetical
ECOTOY

In ¥ lakh Crofes .

[a] | Recovery af loans B.1
(b} | Salanes of povt. servants 41.1
[} | Capital Expendituese 450
[d} | Intereat payments 1.3

(g} | Payments towards subsidies 3

(i | ther receipts  (mainly fony 116
disiowvestment)

(g} | Tex revenue [opet of states’ share)y 26.3

(k] | Non-tax revenue 123
i} | Borrowings snd other linbilities |G.H
[} | States’ share in tax revenue 11
528, The capital receipis are
(a} 23.5
() 19.7
e} 11.3

(d} None of the above

5329, Revenue deficit is

la) 23.6
(b) 13.0
e} 7.0
i) 2.6

530, The non—debt capital receipts

of this country is
[a) 45.1
(b} 16.7
e} 15.8
(d} None of the above

id)

. A budget is said to be unbalanced

when

when government’s revenue exceeds
government’s expenditure

when government's expenditure
exceeds povernment's revenue

either budget surplus of budget
deficit occurs

All the above

(o)

ic)
il

532 Fiscal deficit refers to

the excess of government’s revenue
cxpenditunt over revenue receipts
The excess of total expenditure over
total receipts excluding borrowings
Primary deficit - interest payments
None of these

2d3.

ta)
(b)
<)
(d)

Budget of the government generally
impacts

the resource allocatiom m  the
CCOTLOIITY

redistribution of  mcome  and
enhance equity

stability in the economy by measures
to control price fluctnations

all the above

534.

Which of the following 158 a statement

submitted along with the budget as a

(a)
(k)

requirement

of FREM Act
Annual Finandcial Statement
Macro -Economic Framework
Statement

(ch
()

Medium-Term  Fiscal Policy cum
Fiscal Policy Strategy Statemernt
(b} and ic) above

ia)
{b)

e
()

535,

Government borrowing is treated as
capital receipt because

It iz mainly used for creating assets
by government

It createa a labihty for the
gﬂ‘ﬂ:ml:l.'l:l‘lt

Both a) and b} above are correct
Hone of the above is correct
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236, ‘Retail Dhirect ‘scheme 13
fa] Initiated by the Rezerve Bank of India
(b} facilitate investment in government

b government activities related to use
of government spending for supply of

gecurities by individual investors. ERRERLIEL ghode
(c) Direct sale of goods and services by (c] use of government spending,
government departments taxation and borrowing for reducing

the fiscal deficits
{d] and (b] above

(d} Both [a) and (b} are correct

537. Non-debt capital receipt= 542._ . If real GDP i1s continuously

ja) do not add to the assete of the declining and the rate of unemployment
government and therefore not in the economy is increasing, the
treated as capital receipts appropriate policy should be to

{b) are those that do not create any [a) Increase taxes and decrease
future repayment burden for the government spending
government

(c] are those that create Fature (D) Decrease both taxes and government
liabilities for the government spending

(d] [acilitate capital investments at low [ Decrease taxes and increase
cost government spending

538. Which of the following is a capit: {4) Either o) of ()

receipt?
[a] License fee received
(b} Sale proceeds from disinvestment 543 Which of the following are likely to
() Assistance from Japan for covid vaccine occur when an economy is in an
(d) Dividend from a public sector enterprise expansionary phase of a business

cycle?

; A) Risi Loy t rat
539, Grants given by the central Al e saemplrment rate

government o state governments is (B} Falling unemployment rate
(&) A revenue expenditure as it isl meant (C} Rising inflation rate
to meet the current expenditure of .
the ztates (D) Deflation
(b} A revenue expenditure as it does (E} Falling or stagnant wage for workers
netther creates any assct, nor .
reduces any lability of the (F] Increasing tax revenue
Roverunent (G} Falling tax revenue
(c) A capital expenditure because it N
increase the capital base of the states (a)A, B and F are most likely to ocour
(d) It ie a grant and so does not come {b) B, C and F are most likely to occur
under revenue expenditure or capital jc] D, E and F are most hkely to ocour
R, ) (d|A, E and G are most hikely to occur
540.

{a] RBI credit to states

(b) Commercial eredit of RBI
(] Wavs and Means Advances [WHA)
{d] Short term [acility

o244, During recession the fiscal policy of the
government should be directed towards

{a) Increasingthe taxes and reducing the

541, Fiscal policy refers to the aggregate dematid
{a) use of government spending, taxation [b] Decreasing taxes to ensure higher
and borrowing to influence the level disposable income

of economic activi
4 [c] Increasing government expenditure

and increasing taxes
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Id) MNone of the above

43, According 1w Keynesian economics,
when we have inflation an effective fiscal
policy should not inchude

la) increase corporate taxes.
{b) decrease aggregate demand.

{cj Increase government purchases.

{d) None of the above 15 correct

546, Keynesian economists believe that

ja] fiscal policy can have wvery powerful
effects in altering agpregate demand,
employment and output in an
ECONOMY

(b} when the economy is operating at less
than full emplovment levels and when
there is a need to offer stimulus to
demand fiscal policy is of great use

e} Wagee are flexible and therefore
buzinesz  fluctuations  would be
automatically adjusted

(d) |a} and (b) above

547, Which of the following may ensure a
decrease in aggregate demand during
inflation?

{a)decrease in all types of government
spending and/ or an increase in taxes

Iblincrease in government spending and/
aor 4 decrease in taxes

[c)decrease in government spending and)/
or a decrease in taxes

{djall the abowve

248. A recession is characternized by

ja) Declining prices amnd rising
employrment

(b Declining unemployvment and rising
prices

fe] Declining real mmcome and nsing
unemployment,
{d] Rising real income and rising prices

5409, Which one of the following is an
example of iscal policy?

[a) A tax cut aimed at increasing the
disposable income and spending

k) A reduction in government expenditure
to contain inflation

[c} An increase in taxes and decrease in
government expenditure to control
inflation

[d} All the abowve

250. Which of the following would
illustrate a recognition lag?
[a) The time required to identily the
appropriate policy
b} The time required to identify to pass a
legislation
[c) The time required to identify the need
for a policy change
[d] The time required fo establish the
outcomes of fiscal policy

231, An expansionary fiscal policy, taking
everything else constant, would in the short-
run have the effect of

{g) a relatve large increase In GDF and a
smaller increase in price

(b) a relative large increase in price, a
relatively smaller increase in GDP

[c) both GDP and price will be increasing in
the same proportion

(d) both GDP and price will be increasing in
a smaller proportion

552. Which statement (s8] iz (are} correct
about crowding out?

I. A decline in private spending may be
partally or completely offzet by the
expansion of demand resulting from an
increase in government expenditure,

II. Crowding out effect is8 the negativ
cffect fiscal policy may generate whe
money from the private sector is ‘crowde
out’ to the public sector.

Il When spending by governmen! in an
economy increases povernment spending
would be crowded out.

IV. Private investments, especially the ones
which are interest —sensitive, will be
reduced if interest rates rise due to
increased spending by povernment
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la) T and I only

(b L II, and III
{c) L I, and IV
(] 11 only

fa) T andlIl are correct
(b} L Il and Il are correct
() Only Il is correct

(d] All are correct

553, Which of the following policies is likely
to shift an economy's aggregate demand
curve to the right?

@) Increase in government spending

(b] Decrease in taxes

ic) A tax cut along with mcrease m public
expenditure

id) All the above

o234, Identify the incorrect statement

(a) A progressive direct tax system ensures
economic growth with stability because it
distributes the burden of taxes unequally

ib) A carefully planned policy of public
expenditure helps in redistributing income
from the rich to the poorer sections of the
SOCiety.

ic) There are possible conflicts between
different objectives of fiscal policy such that
a policy designed to achieve one goal may
adversely affect another

id) An increase in the size of government
spending during recessions may possibly

‘crowd-out’ private spending in an economy.

255, Read the following statements

I. Figcal policy is said to be contractonary
when revenue is higher than spending
iLe., the govermment budget is in
surplus

Il. Other things constant, a fiscal expansion
will raize interest rates and “crowd oat™

aome private investment

lI. During inflation new taxesa can be levied
and the rates of existing taxes are raised
to reduce dispesable incomes

IV. Classical economists  advocated
contractionary Bscal policy 1o solve the
problem of inflation

Of the above statements

556. While resorting to expansionary
fiscal policy

{a) the government may possibly have a
budget surplus as increased
expenditure will bring more outpat
and more tax revenue

(b} the government may run into
budget deficits because tax cuts
reduce government income and the
government expenditures exceed
tAX TCVENUES in A given year

(c] it is important (o have a balanced
budget o avoid inflation and bring
in stability

{d] None of the above will happen

557. Contractionary fiscal policy

fa) is resorted to when government
expenditure is  pgreater than iax
revenues of any particular yvear

[b) increase the aggregate demand to
sustain the economy

¢} to increase the disposable income of

people through tax cuts and to enable
greater demand

|d] iz designed to restrain the levels of
economic activity of the economy
during an inflationary phase

228, When government spending is
deliberately reduced to bring in stability

{a) the government s resorting to
coniractionary fiscal policy

(b} the government is resorting o
expansionary fiscal policy

e} trying to limit agegregate demand to
sustainable levels

(d] (&) and c) above

3539, An increase in personal income taxes

[a) reduces disposable incomes leading to
tall in consumption spending and
aggregate demand
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b)) iz desirable during inflation or when {d] None of the above will work
there is excessive levels of aggregate
demand 562 While if governments compete with the
ic) 15 to compensate the deficiency in private sector to borrow money for
effective demand by boosating aggregate securingresources  for  expansionary
spending fiscal poticy
{d) both a) and b} are correct (&) it is likely that interest rates will go up

and firms may not be willing to invest
260, While the government resorts to I w 8

deliberate fiscal policy it may not attempt {b) it 12 likely that interest rates will go up
1o manipulate and the individuals too may be

reluctant to borrow and spend
la) Government expenditures onn public b

works (c) it is likely that interest rates will go up

: and the desired increase in aggregate
(k] The rates';[ nipersmn&l income taxes and demand may not be realized
corporate taxes

] All the above are possible.
{c) Government expenditures on goods id) P
arnrl Services purchased by
FOVernment

(d] The rate of interest prevailing i the
LCOTOMY

361. Which of the following fiscal

remedy would you advice when an

eCconomy is facing recession

(a) the government may cut interest rates
to  encourage consumption and
investm

(k] the government may cutl taxes to
increase ageregate demand

ic) the government may follow a policy of
balanced the budget.
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Chapter - 8 Money
Market

Unit : 1 The concept of
money Demand

: Important theories

1. Choose the incorrect statement

(a) Anvthing that would act as a
medinm of exchange is money

(b} Money has generalized purchasing
power and is generally acceptable in
settlement of all transactions

[c¢] Money iz a totally lquid asset and
provides us with means to access
goods and services

[d} Currency which represents money
does not neceszarily have intrinsic
valhie,

5. The quantity theory of money holds
that

(a) changes in the peneral level of
commodity prices are caused by
changes in the quantity of money

(b} there is strong relationship between
money and price level and the
quantity of money i1s the main
determinant of the price

[c) changes in the value of money or
purchasing power of money are
determined first and foremost by
changes in the gquantity of money in
circulation

(d) All the above

2. Money performs all of the three
fnctions mentioned below, namely

[a) medium of exchange, price
control, store of value

(b}  wnit of account, store of value ,
provide yields

[c] medium of exchange, unit of
account, store of value

[d) medium of exchange, unit of
account, income distribution

b. The Cambridge approach to
quantity theory 15 also known as

[a) Cash balance approach

[b) Fisher's theoty of money

[c) Classical approach

(d} Keynesian Approach

<. Demand for money is
(a) Derved demand

(b} Direct demand

(c) Real income demand
(d} Inverse demand

4. Higher the __. higher
woulld be of holding cash and lower
will be the

[a) demand for money, opportumnity
cost, interest rate

(b) price  level ., opportunity cost,

interest rate

(c) real income , opporfunity Cost,
demand for money

[d) interest rate, opporfunity o©oost,
demand for money

|

. Fizher’s approach and the Cambridge

approach to demand for money
consider

[a) money's role in acting as a store of
value and therefore, demand for
MOoney  is for storing walae
temporarily.

(b) money as a means of exchange and
therefore demand for money is
termed as for hquidity preference

(o) money as a means of transactions
and therefore, demand for money is
only transaction demand for
MONEY.

(d) None of the above

(a) nominal money adjusted to the
price level

(b) real national income

(o) money demanded at given rate of
interest

(d) nominal GNP divided by price level

5, The precautionary money balances
people want to hold

(a) as income elastic and not very
gensitive to rate of interest

(bjas income inelastic and wvery
sensitive to rate of interest
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(c) are determined primarily by the
level of transactions they expect to
make in the future.

(d) are determined primarly by the
current level of iransactions

10. Speculative demand for money
(a) is not determined by interest rates
(b} is positively related to interest rates
(c] is negatively related to interest rates
(d) is determined by general price level

11. According to Keynes, if the cuarrent

interest rate is high

{a)jpeople will demand more money
because the capital gain on bonds
would be less than return on money

{b) people will expect the interest rate to
nise and bond price to fall in the future.

{c) people will expect the interest rate to fall
and bond price to rise in the future.

{d) Either a) or b] will happen

15. The nominal demand for money

rises if

[a] the opportunity costs of money
holdings - i.e. bonds and stock
returns, rB and rE | respectively-
decline and vice verza

() the opportunity costs of money
holdings - i.e. bonds and stock
returns, 1B and rE , respectively-
rises and vice versa

[c] the opportunity cosis of moncy
holdings - 1.e. bonds and stock
returns, rB and rE | respectively
remain consiant

[b) and ] above

16. Reserve money is also known as
(a] central bank money
(b) base money

[¢) high powered money
(d} all the above

12, The inventory-theoretic
approach tw the ransactions
demand for money

(a) explains the negative relationship
between money demand and the
interest rate.

(b} explains the positive relationship
between money demand and the
interest rate.

[c] explains the positive relationship
between money demand and
general price level

(d} explains the nature of expectations
af people with respect to interest
rates and bond prices

17. Choose the correct statement from

the following

(a) Money is deemed as something held by
the public and therefore only currency
held by the public s mncluded in
money supply.

ib) Money is deemed as something held by
the public and therefore inter-bank
deporits are included in money
supply.

{c) Since inter-bank deposits are not held
by the public, thercfore inter-bank
deposits are  excluded from the
measure of money sapply.

id] Baoth [a) and [c) above,

13. According to Baumol and Tobin's
approach to demand for money, the
optimal average money holding is:

[a) a positive function of income Y and
the price level P

(b} a positive unction of transactions
costs o,

(c) a negative function of the nominal
interest rate 1

(d) All the abowve

14. consideresd
demand for money 18 &8 an
application of a more general theory
of demand for capital assets

[a) Baumuol

(b} James Tobin

(c] J M Keyvnes

[d]) Milton Friediman

18. Reszerve Money is composed of

{a) currency in circulation + demand

deposits of banks [Current and
Javing accounts) + Other deposits
with the RBL

(b) ecurrency in circulation + Bankers'

deposita with the RBl + Other
depoaitz with the REL

{c)] currency in circulation + demand

deposits of banks + Other deposits
with the EBL

(d) currency in circulation + demand and

time deposits of banks + Other
deposits with the REL

19. M1 is the sum of

[a] currency atd coins with the people
+ demand deposits of banks
[Current and Saving accounts) +
other depositz of the RBI.
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(b} currency and coins with the people
+ demand and time deposits of
banks (Current and Saving
accounts) + other deposits of the
REIL

[c] currency in circulation + Bankers’
deposites with the EBI + Oither
deposits with the RBI

(d} nmone of the above

(d) to meet the money needs for the day
to day working of the commercial
banks

20. Under the' minimum reserve
system’ the central bank 15

(a) empowered to issue curmency to
any extent by keeping an equivalent
reserve of gold and foreign
securities.

(b} empowered to issue currency to
any extent by keeping only a certain
minimum reserve of gold and
foreign accurities.

[¢] empowered [0 issue currency in
proportion to the reserve money by
keeping only a minimum reserve of
gold and foreign securities.

[d} empowered to i8sUe CUTency 10 any
extent by keeping a reserve of gold
and foreign securities to the extent
of * 350 crores

24, If the behaviour of the pablic and
the commercial banks is constant,
then

(a) the total supply of nominal money
in the economy will vary directly
with the supply of the nominal
high-powered money issued by the
central bank

(b) the total supply of nominal money
in the economy will vary directly
with the mate of interest and
inversely with reserve money

[c) the total supply of nominal money
in the economy will vary inversely
with the supply of high powered
IILDIHE}T

(d) all the above are poasible

21. The primary source of money
supply in all countries is

(a) the Reserve Bank of India

(b} the Central bank of the country

(c) the Bank of England

(d} the Federal Reserve

22. The supply of money in an
economy depends on

(a) the decision of the central bank
based on the authority conferred on
.

(b} the decizsion of the central banlk
and the supply responses of the
commercial banking system.

{c} the decision of the central bank in

respect of high powered money.
(d} both a) and c} above.

25, Under the fractional reserve
sysiem

(a] the money supply 18 an increasing
function of reserve money (or high
powered money] and the money
multipher.

(b the money supply is an decreasing
function of reserve money (or high
powered money] and the money
multiplier,

(o) the money supply iz an increasing
tunction of reserve money for high
powercd moncy)] and a decrcasing
function of money multiplier.

[l mone of the above as the
determinants of money supply arc
different

23. Banks in the country are required
10 maintain deposits with  the
central bank

(a) to provide the necessary reserves
for the functioning of the central
bank

(b} to meet the demand or money by
the hanking svstem

(€] 1o meet the central bank prescribed
reserve requirements and o meet
settlement obligations.

26. The money multiplier and the
money supply are

[a] positively related to the excess
reserves ratio e.

(b) negatively related to the excess
rezerves ratio e.

(c) mot related to the excesa reserves
ratio e.

(d) proportional to the excess reserves
ratio e.

27. The currency ratio represents

(a) the behawviour of central bank in the
issue of currency.

(b} the behaviour of central bank in
respect cash reserve ratio.

[c] the behaviour of the public.

[d) the behaviour of commercial banks
in the country.,
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28. The size of the money multiplier
is determined by

(a) the currency ratio (c] of the public,

(b} the required reserve ratio (r) at the
central bank, and

[¢c] the excess reserve ratio (e of
commetcial banks,

(d} all the above

29, tells us how much new money
will be created by the banking
system for a given increase in the
high-powered money.

(a) The currency ratio

(b} The excess reserve ratio (g

{c) The credit multiplier

(d) The currency ratio (c)

30, The money multiplier will be large

[a) Tor higher currency ratio (o], lower
required reserve ratio (r] and lower
eXCESS reserve ratio (e

(b) for constant currency ratio (cf,
higher required reserve ratio (r) and
lower excess reserve ratio (&)

(e] for lower currency ratio (¢), lower
requured reserve ratio (r) and lower
EXCESS

reserve ratio (e)

(d] None of the above

31. The ratio that relates the change in
the money supply to a given change
iy the monetary base is called the

[a) reguircd reserve ratio.

(b} money multiplier.

[c] deposit ratio.

(d) dizcount rate

32. For a given level of the
monetary base, an increase in the
required reserve ratio will denote

[a) adecrease in the money supply.

(b} an increase in the money supply.

(c] an increase in demand deposits.

(d} Nothing precise can be said

33. For a given level of the monetary
basze, an increase in the currency ratio
causes the money multiplier to
and the money supply 1o

[a) decrease; increasc

(b} Increase; decrease

ic) decrease:; decrease
(d} increase; increase

34, If commercial banks reduce their
holdings of excess reserves

[a)] the monetary base increases.

(b) the monetary base falls.

[c] the money supply increases,

[di the money supply falls,

35, Which of the following is the
function of monetary policy?

(a) regulate the exchange rate and keep
it stable

[b) regulate the movement of credit to
the corporate sector

[c] regulate the level of production and
prices

[d) regulate the availability, cost and
use of money and credit

36. The main objective of monetary
policy in India is :

(a) reduce food shortages to achieve
stability

[b) economic growth with price
stability

(c) overall monetary stability in the
banking system

(d) reduction of poverty and
uncemployment

37. The monetary transmission
mechanism refers to

(a] how money gets circulated in
different sectors of the economy
post monetary policy

(b) the ratio of nominal interest and
real interest rales consequent on a
monetary policy

[c) the process or channels through
which the evolution of monetary
aggregates  affects the level of
product and prices

[d) none of the above

8. A contractionary monetary
policy-induced increase in interest
rates

(a} increases the cost of capital and the
real cost of borrowing for firms

(b) increases the cost of capital and the

real cost of borrowing for firms and
households
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[c] decreases the cost of capital atd the
real cost of borrowing for firms

[d] has mo interest rate effect on firms
and households

39. Durning deflation

(a) the KBI reduces the CRR in order to
enable the banks to expand credit
and increase the supply of money
available in the economy

(b) the RBI increases the CRR in order
to enable the banks o expand
credit and increase the supply of
money available in the economy

[c] the EBI reduces the CRR in order to
enable the banks (o contract credit
and increase the supply of money
available ity the economy

(d) the RBI reduces the CRE but
imcrease SLRE in order to enable the
banks to contract credit and
mcrease the supply of money
available in the economy

and lending through sale/purchase
operations in debt instruments.

(a) OMO
(bl CRR
(c) SLE

() Repo

43, In India, the term ‘Policy rate’
refers to

[a] The bank rate prescribed by the RBI
in itz hali yearly monetary policy
statement

[b) The CRE and SLE prescribed by REI
in ite monetary policy statement

[c) the fixed Tepo rate guoted for
sovereign securities in the overnight
segment of Liquidity Adjustment
Facility (LAF)

(d) the fixed repo rate quoted for
sovercign sccurities in the overnight
sepment of Marginal Standing
Facility (MSF)

40. Which of the olowing
gtatements 18 correct?

[a) The povernor of the RBI in
consultation with the Ministry of
Finance decides the policy rate and
implements the same

(b} While CRR has to be maintained by
banks as cash with the RBI, the

SLE requires holding of approved
assets by the bank itself

[¢] When repo rates increase, it means
that banks can now HorTow mMoney
through open market operations
[N

(d] None of the ahove

44 Reverse repo operation takes place
when

[a] KBl bormows monecy from banks by
giving them securities

[b) hanks borrow money from EBI by
giving them securiies

(c) banks borrow money in the

overnight segment of the money
market

(d) RBI borrows money from the central
government

41. EB1 provides financial
accommodation to the commercial
banks through repos/reverse repos
under

(o) Market Stabilisation Scheme (MSS)
{b) The Marginal Standing Facility (MSF)

Liguadity Adjustment Facility (LAF).

(d) Starutory Liguidity Ratio [SLE)

45. The Monetary Policy Framework
Agreement is on

(a) the maximum repo rate that REI
can charge from government

(b) the maximum tolerable inflation
rate that REBI should target to
achieve price stability.

[c) the maximum repo rate that REI

can charge from the commercial
banks

[d) the maximum reverse repo rate that
EBI ecan charge from the
commercial banks

423, 15 a money market
instrument, which enables
collateralised short term borrowing

40, An open market operation is
an inastrument of monetary policy
which invelves buving or selling of
from or to the public and banks
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[a) bonds and bills of exchange
[b)] debentures and shares

(c) government securities

(d} none of these

47, Which statement [z} is lare)
true  about Monetary  Policy
Committee?

I. The Reserve Bank of India (RBI} Act,
1934 was amended on June 27,

through debate and majonity vote
by a panel of experts required to
achieve the inflation target.

III. The Monetary Policy Committee
shall determine the policy rate
through consensus from  the
governor of RBI

IV.The Monetary Policy Committee
sghall determine the policy rate
through debate and majotity vote
by a panel of bankers chosen for eth

purpose

2016, for giving a statutory backing ) T only
to the Monetary Policy Framework (b} I and [T only
Apreement and for setting up a (c) 1 and IV
Monetary Policy Committee () T only
II. The Monetary FPolicy Committee A
shall determine the policy rate
Answer
1) | A 11) C 21) B 31) B 41) C
3] [ C 12) A 23) B 33 A [42) D
3 | A 13) D 23) C 33) C 43) C
4 | D 14) D 24) A 34) C 44) A
5| | D 15) A 25) A 35) D 45) B
Bl | A 16] D 26) B 26 B 4G C
7] | € 17) C 27) C 37) c 47 B
g | A 18) B 28) D 38) B
9 | A 19) A 29) C 39) A
10]| € 20) B 30) C a0) B
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E]:apter 9 that a country can increase
its wealth by encouraging
Internntinnal Tl’ﬂ.ﬂﬂ exports and discouraging
1. Which of the following does not imports
represent a d_i.lTere_n:e betwesn internal (a) Capitalism
trade andinternational trade?
b) Sociali
(@) Transactions m multiple o) el
currencies () Mercantilizm
{b) homogeneity of customers and id) Laissez faire

CLUITENCies
5. Given the number of labour

hours to produce cloth and
id} none of the above grain in two countries, which
country should preduce grain?

c) differences in legal systems

2. The theory of absolute advantage Labour cost (hours) for
states that production of one unit
{3} national wealth and power are A B
best served by increasing Conntiy bﬂ"‘“ﬂ’
exports and decreasingimports Cloth 40 80
(6) nations can increase their Grain 80 40
Economic well-being by
s a) Country A
specializing in the productionof @) 24
goods they produce more (b) Country B

efficiently than anvone else. 6l Neither & Dor B

{c) that the wvalue or price of a
commuodity depends i e
exclusively on the amount of
|labour going into its production 6 According to the theory of
and therefore factor prices will comparative advantage

be the same :
{a) trade is a zero-sum game so that the

{d) differences n absolute net change in wealth or benefita

advantage explains differences By ;
; ; among theparticipants is zero.
in factor endowments in B F

different countries {b) trade is not a sero-sum game so that
the net change in wealth or benefits
amongthe participants is positive

3. Which of the following theories i) nothing definite can be said about
advocates that countries should the gains from trade
produce those goods forwhich it )
has the greatest relative (d) gains from trade depends upon
advantage? factor endowment and wtilization

{a) Modern theory of international
trade T Given the number of labour hours to

produce wheat amd rice in two

countries and that these countries

{€) The Heckscher-Ohlin Theory specialise and engage in trade at a

() . None of this ubove rel:al:r'.f price of 1:1 what will B¢ the
gain of country X?

Labour cost (hours) for production
of one unit

(b} The factor endowment theory

4. Which of the following holds
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Wheat Rice () the law of diminishing returns
Country X | 10 20 (c) econemies of scale
Country ¥ | 20 10

(a)
(b
{c)
{d)

20 labour hours
10 labour hours

30 labour hours
Does not gain anything

{d} the labour theory of value

8, Assume India and Bangladesh have
the unit labour requirements for
producing tables andmats gshown in
the table below. It follows that:

Labour cost (hours) for
production of one unit

Tables 3 =

Mats

2 1

(a) Bangladesh has a comparative

fc)

advantage in mats

(b} India has a
advantage in tables

comparative

Bangladesh has an  absolute
advantage in mats

idy All the above are truec

11
(a)

(b)

(d)

A specific tariif is

a tax on a sct of specified
imported good
an import tax that iz common

to all goods imported during a
given period

gpecified fraction of the

economic value of an imported
good

a tax on imports defined as an
amount of currency per unit of

the good

9. Comparative advantage refers to

{3) a country’s ability to produce

some good or service at the
lowest possible cost
compared to other countries

(b) a country’s ability to produce

{c)

{d)

some pood or service at a
lower opportunity cost
than other countries.

Choosing a productive method
which uses minimum of the
abundant factor

(a)] and (b) above

12

A tarifl on imports is beneficial
io domestic producers of the
imported pood because

(a)

(b)

o]

(d}

they get a part of the tanff
TEvenue

it raises the price for which
they can sell their product
in the domestic market

it determines the quantity
that can be imported to the
country

it reduces their producer
surplus, making them more
efficient

10,

Ricardo explained the Law of
comparative advantage on the
basgis ol

{a) opportunity costs

13.

(a)
{e]]
(c)
i

A tax applied as a percentage
of the value of an imported
good 18 known as

preferential tarifl

ad valorem tariff

specific tariff

mixed or compound tariff

14,
(a)

Ezcalated rarifl refers 1o

nominal tanff rates oo raw
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materials which are greater
than tariffs on manufactured

products

(b} mominal tariff rates on

manufsctured products  which

are greater than tarifls onraw
materials

(¢l a tariff which is escalated to
prohibit imports of a
particular good to protect
domestic industries

(d} none of the above

15
(a}

fa)

(k)

{c)

Voluntary export restraints involve:

an importing country voluntarily
restraining the quantity of poods
that can be exported into the
country durnng a specified period of
tirme

domestic firms agreeing to limit the
quantity foreign products sold in
theirdomestic markets

an ecxporting country voluntarily
reztraining the quantity of goods
that can be exported out of a
country during a specified perod of
time

quantitative restrictions mposed
by the importing couniry's
EOVernment.

(a)

(b)

)

(d)

16, Anti-dumping duties are

additional import duties 80 as to
offset the effects of exporting firm's
unfair charging of prices in the
foreign market which are lower
than production costs.

additional import duties so0 as (o
offset the effects of exporting firm's
increased competitiveness due o
subsidies by governrment

additional import duties so as to
offeet the effects of exporting firm's
unfair charging of lower prices in
the foreign market

Both [a) and [c] above

17, A countervailing duty is
fa) a tariff that aim to offset

artificially low prices charged by
exporters who CMjov  export
subsidies and tax concessions in
their home country

(b} charged by importing countries to

ensure fair and market-oriented
pricing ofimported products

ic) charged by importing countries to

protect domestic industries and
firms fromunfair price advantage
arising from subsidies

(dy All the above

18.

(a)

(o}

(c)

(d)

Which of the following 1s an
outoome of taridl?

create obstacles to trade and
increase the volume of imports

and exports

domestic COnNsSWmers enjoy
consumer surplus because
COMSUINCTS must now payonly a
Iower price for the good

discourage domestic consumers
from consuming imported
foreign goods: andencourage
consumption of domestically
produced import substitutes

INCcrease government revenues
of the importing oountry by
more than value ofthe total
tariff it charges

19,
(@)

(bl

I

(d)

SPS measures and THRTs are

permissible under WTO to
protect the interests of
countries

may result in loss of
competitive advantage of
developing countries

increases the costs of
compliance o the exporting
countries

All the above
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20,

(a)

Which of the following is not a
non-tarft barmier.

Complex documentation

(€ The Uruguay Eound
(e} The Kennedy Round

réquirements
=) Import quotas on specific 24, Choose the correct staterment
goods (a8} The GATT was meant to prevent
{e) Countervailing duties charged exploitation of poor countries by
by importing country richer countries
(d} Pre shipment product (b} The GATT d.E-ﬂ.l’lE with trade in
inspection and certification goods nm!"'. while, the WTC
requirements covers services as wellas
intellectual property.
(€] All members of the World Trade
21 Under tariff rate quota Organization are required to
; : . avoid tariffs of alltypes
{a) countries promise to impose
tariffs on imports from (d} All the above
members other than those
who are patt of a preferential
trade agreement 23, The MWational treatment’ principle
stands [or
b} a country permits an import —
of limited quantities at low aj the procedures within the WTO
rates of duty but subjectsan for resolving disagreements about
excess amount to a much trade policyamong countries
higher rate bj the principle that imported
i€l lower tariffl iz charged [rom products are to be t1l'ea1:cd i
goods imported from a worse in the domesticmarket than
country which s given the local ones
preferential treatment c] exported products are to be
treated no worse in the domestc
dl  none of the above
@) market than thelocal ones
d] imported products should have
22.  Non -tariff barriers (NTBsg) includ the same tariff, no matter where
all of the bllowing except: they areimported from
(a) import quotas
[{s]] tariffs 26, ‘Bound tariff’ refers to
(c) export subsidies fa) clubbing of tariffs of different
commodities into one Commnon
{d)  technical standards of products e AT
ik the lower limit of the tariff below
23 Which of the following which a nation cannot be taxing
culminated 1in the eatablishment Vu- RS
of the World Trade (c) the upper limit on the tarifl that a
Organization? country can levy on a particular
good, according to its commirments
fa)  The Doha Round under the GATT and WTO.
(k)  The Tolkyo Round (d)  the limit within which the
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country's export duty should fall

so that there are cheaper exports (b)  replaced the Multi-Fiber
Arrangement (MFA) which was
prevalent since 1974
27. The eszence of "MFN principle” is (c) granted rights of textile
(a} equality of treatment of all exporting countries to increase
mismher | folintriea of WO in tariffe to protect theirdomestic
respect of mattersrelated to trade textile industries
(k) favour one, country, you need to (d) E"'Pula_tcd thot - taritls: in: e}
Bl S thi i R countries should be the same
(e} every WTO member will treat all
its  trading partners equally 31,  The Agreement on Trade-Related
without any  prejudice and Aspects of Intellectual Property
discrimmation Rights
(d) all the above (a) stipulates to administer a
svatern  of enforcement of
28, The World Trade Organizatio ititellectual property rights.
WTO
: : ib) provides  for most-favoured-
(a) has now heen rteplaced by th nation treatment and national
GATT treatment for intellectual
il
(o) hasz an inbuilt mechanism to seti PR
disputes among members (o) mandates to maintain high
y levels of intellectual propert
(c) was established to ensure free an pm!.ectim:l by &Ilmempbeie 5
fair trade internationally.
d) all the above
(d) {b) and c) above t
: 32,  The most controversial topic in
29. '_Thr. ﬁgr:cm:qt_ on .I“J.El‘.ll..__l.lltli..l!.'t‘ the yet to conclude Doha
includes explicit and binding Agenda is
commitments made by WTO _
(a) on  increasing agricultural 6  trade in intellectual property
productivity and rural rights-based goods
dervelopment fc) trade i agricultural goods
b market access and apgricultural
(o) credit support Bt {d market access to goods from
developed countries
() market access, domestic support
and export subsidics
(d} market access, import subsidies 33.  The WTO commitments
SR ERPOrt uiaies {al affect developed COUnLries
adversely because they have
: comparatively  lezs agriculiural
30. The Agreement on Textiles and goods
Clothing
. . ] affect developing countries more
(a)  provides that textile trade should because they need to make
be deregulated gradually and the radical adjustments
tariffe shouldbe increased
fc) affect both  developed and
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developing countries equally {a) whaolly correct

fel) affect none as they increase (b} partially correct
world trade and ensure .
prosperity to all () wholly incorrect

{a MNone of the above

34 Based on the supply and demand
model of determination of 37. Match the following by choosing the
exchange rtate, which of the term which has the same meaning
following cught to cause the ] floating exchange rate
domestic currency of Country X "'J fixed exchange rate
to appreciate against dollar? W) pegged exchange rate

; SRR _ W) devaluation
al The US decides not to import V) appreciation
from Country X a. Deprecation
{b) An increase in remittances b, Rcwszutiﬂn
from the emplovees who are f-_ H’:F_lhlﬂ E_-"_Ff?hﬂﬂs‘! rate
emploved abroad to  their @ fic) (ud (idi b); {iv a))
families in the home country (b} i bj: (ii al: (i d: fiv ¢}
{ci Increased Imports by fc) {ia); (i d ) ; (i bj; {iv o)
consumers of Country X
() i d); (i a); (i b); (iv
{d) Repayment of foreign debts by
Country X
iy 38, Choose the correct statement
3c. All slse equal, which of the (@) An indirect quote is the number ¢
following is true if consumers units of a local Eurfenc}'_
of India develop taste for exchangeable for oneunit of a
imported  commedities  and foreign currency
decide to buy more from the US?
4 (b} the fixed exchange rate regime is

(4  The demand curve for dollars said to be efficient and highly

ghifts to i‘ht’.‘l right and Indian e nt:
Ruper appreciates '

(B}  The supply of US dollars shrinks (ch A direct quote is the naumber of
and, therefore, import prices units of a local carreticy
decrease exchangeable for oneunit of a

{c) The demand curve for dollars foreign currency
shifts to the right and Indian
Rupee depreciates (d) Exchanpe rates are generally fisec

[y The demand curve for dollars by the central bank of the countr
ghifts to the left and leads to an
increase inexchange rate )

9. Which of the following
statements is true?

36. The nominal exchange rtate is
expressed in units of one currency (@ Home-currency appreciation or
per unit of the other currency. A foreign-currency  depreciation
real exchange rate adjusts this takes place when there 13 a
for changes in prce levels. The decrease in the home currency
statements are price of forelgn currency
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(b} IIEC{UI::Z“W}}E E:E“Efaum 42. At any point of time, all market
takes p when re is an
tend to heve the same exchange
increaze in the home currency ] .
Siitin o Tt Sk e, PR rate for a givencurrency due oo
i {a) Hedging
{¢) Home-currency depreciation is (bl Speculation
the same as f[oreign-currency ic) Arbitrage
appreciation andimplies that the (d) Currency futures
home currency has become
relatively ega valiagile 43 Vehicle Currency”’ refers to
(d All the above {al a currency that is widely used o
denominate international
contracts made by parties
40. ?—“ {nr:reaseh::ll the supply of because it is the national
ACCIEN 3L B currency of cither of the parties
{(a) a}'ul'ls the supply curve to the (b a curremcy that is traded
right and as a consequence, the internationally and, therefore, is
exchange ratedeclines in high demand
(b} shifts the supply curve to the ) a type {.'f Eu'rrcnd':f Lned. 1o :u“:.
right and as a consequence, the EHI E;ral:s" s u
exchange rateincreases
(d) a currency that is widely used to
(] more units of domestic currency A erDatnriate btsrrintionnl
are required to buy a unit of g
foreign exchange conitracts made by parties even
when it is not the national
{d) the domestic currency depreciates currency of either of the parties,
and the loreign  currency
Appreciates 44 Which of the following statements
is incorrect?
a1 Currency devaluation ajl _ Direct mﬂ.'?stmenta _ are teal
investments in factories, assets,
{a) may increase the price of land, inventories etc. and involve
imported commodities and, I'nn_ri_gg ownership of production
therefore, reduce theinternational facilities.
competitiveness of domestic b) Foreign portfolio investments involve
sihigtiie flow of ‘financial capital’.
) C) Foreign direct investment (FDI) is not
(b) f“a!"l reduce e:l{pnrt. prices _aﬂd concerned with either manufacture
it the international of guodsor with provision of services.
anpc?nwncsa ab et ) Portfolio capital moves (o a recipient
industries country which has revealed its
(<) may cause a fall in the volume of pﬂlflltlﬂ.l. oy, Iughes welurns: and
profitability.
cxports and promote consumer
wellare through increased
availability of goods and services 45, Which of the following is a component
of foreign capital?
) (a) and [c] above

a. Direct inter government loans
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b.

Loans from international institutions
{e.g. World Bank, IMF, ADE)

. Soft loans for eg. from affiliates of

World Bank such as DA

d. All the above

c. protect domestic industries
d. keep inflation under contral

46, Which of the following would be an

example of foreign direct investment
fromCountry X7

. A firm in Country X buys bonds

issued by a Chinese computer
manufacturer.

A computer firm in Country X enters
into a contract with a Malaysian firm
for thelatter to make and sell o it
ProOCESSOrs

Mr. Z a citizen of Country X buys a
controlling share in an [ltalian
electronics firm

d., MNone of the above

50.Which of the following is & reason
for foreign direct investment?

a. sccure access to minerals or raw
materials

b, desite to capture of large and
rapidly growing emerging marlets

¢. desire to influence home country
industries

d. [a) and (b above

47. Which of the following types of FDI

includes ereation of fresh assets
and productionfaciliies in the host
country?

51. A foreign direct investor

. May enter India only through
automatic route

f. May enter India only through
government route

c. May enter India only through equty
n domestic enterpriscs

d.  Anv of the above

fal Brownfield investment
{b) Merger and acquisition
(o) Greenflield nvestment

(d} Strategic allisnces

2. Foreign investment are prohibited in

a. Power peneration and distribution
. Highways and waterways

¢, Chit funds and Nidhi company

d., Airporis and air transport

48.Which is the leading country in
respect of inflow of FDI to India?

a. Mauritius
h. USA

3

Japan
d. Usa

49, An argument in favour of direct

foreign investment iz that it
tends o

a. promote rural development

b. increase access to modern
technology

53,

Which of the following statement is
false in respect of FPI?

. portfolio capital in general, moves to

imvestment in inancial stocks, bonds
andother inancial instruments

iz effected largely by individuals and
inatitutions through the mechanism
ofcapital marlket

Lo 18 difficult w recowver as it involves

purely long-term investmenits and the
investors have controlling interest

. Investors also do not have any

intention of exercising voting power or
controllingor managing the affairs of
the company.
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Answer
| Que Ans Que Ans Que Ans Que Ans Que Ans

1 B 13 B 25 B 37 D 49 B
2 B 14 B 26 Cc 38 C S50 D
3 B 15 c 27 D 39 D al D
4 C 16 D 28 D 40 A 52 C
, B ¥ D 29 C 41 B a3 C
& B 18 c 30 B 42 C

T B 19 D 31 D 43 D

& D 20 c 32 C 44 C

9 B 21 B 33 B 45 D

10 D 22 B 34 B 46 C

11 D 23 c 33 C 47 c

12 B 24 B 36 A 48 A
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INDIAN ECONOMY |

Chapter =10 Indian Economy

The Indian industry stagnated under

the colonial rule because
ja) Indians were keen on building huge

structures and monuments only

ib) Detenoration was caused by high prices

ic

of inputs due to draught
The Indian manufactures could not

compete with the iwmports of cheap
machine made goods=

id) None of the above

2. The first wave of iberalization starts in

India
[a) In 1931
(b} In 1980
(] In 1990
d} In 1966
3. The sequence of growth and

structural change in Indian economy
18 characterized by
{a) The historical patiern of prominence
of sectors as agriculture, industry,
SEIVICes
(] The historical pattern of prominence
of sectors as industry, services,
agriculture
ic) Unigue experience of the sequence as
agriculture, services, industry
(d] All the above are correct

Merchandise Exports from India
Scheme was replaced by -
(&) Remission of Duties amd Taxes on
Export Preducts (RoDTEPF) in 2021
{b] National Logistics Policy (NLP) in
2020
{c] Remission of Duties and Taxes on
Export Products (RoDTEPF) in 2019
id] None of the above

The Foreign Investment Promotion
Board (FIPE)

{a) a government entity through which
inward investment proposals were
routed to obtain required government
approvals

[(B)ne more exists as the same is replaced
by a new rtegime namely Foreign
Investment Facilitation Portal

[clno more exists as  all  mmward
investments are through automatic
route and need no approval

[d}is the body which connects different

ministries in respect of foreign portfolio
investments

FAME-India Scheme aims to

(a) Enhance faster industrialization
through private participation

(b} te promote manufacturing of electric
and hybrid vehicle technology

[c] to spread India’s fame among its
trading partners

(d} MNone of the above

In terms of Ease of Doing Business
in 2020 India ranlks

(a) 63
b} 77
[l 45

[cd) Mone of the above

E-NAM iz -

[a) An electronic name card given to
citizens of India

(b} MNational Agriculture Market with
the objective of creating a unified
national market for agncultural
commodities.

¢l & pan-India electronic (rading portal
which networks the existing APMC
mandis

(d) h) and c) above

Which of the following is not a policy

reform inchuded in the new econoemic policy
of 1991 -

[a) removing licensing requirements for
all indusiries

|k Foreign investment was liberalized

[c) Liberalisation of international trade

|d) The disinvestment of government
holdings of equity share capital of
public sector enterprises

| CA Aditya Sharma
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12, Importis of foreign goods and entry of
foreign investments were resiricted im India
because -

{a] The govermnment wanted people to
follow the policy of Be Indian; Buy
Indian'

{b) Because foreign goods were costly
and meant loss of precious foreign
exchange

() Government  policy was directed
towards protection of domestic
industries from foreign competition

(d) Government wanted o preserve
Indian culture and to aveid influence
of foreign culture

{a) to ensure that the operation of the
coonomic system does not result in the

concentration of ecconomic power in
hands of a few

(bl to provide for the control of monopolies

(c] to prohibit monopolistic and restrictive
trade practice

id] all the above

11. The Hindu growth rate” iz a term
used to refer to -

{a) the high rate of growth achieved
after the new economic policy of
1941

() the low rate of economic growth of
India from the 1930z to the 1980z,
which averaged around 3.5 per cent
PE‘I’ :.?'I!‘.F.Il.'

{c} the low growth of the cconomy
during British period marked by an
average of 3.5 percent

id) the growth rate of the country
because India 15 referred to as

Hindwustan'

14, Which one of the following is a feature

of green revolution -

{a) use of soil friendly green manure to
preserve fertility of soil

(b) grow more crops by redistributing land
to landless people

(] High wvielding wvarieties of seeds and
scientific cultivation

(d) Diversification to horticulture

15. The strategy of agriculiural
development in India before green revolution
was -
[a) High vielding varieties of seeds and
chemical fertilizers to boost productivity
) Institational reforms such as land
reforms
e} Technological up gradation of
agriculture
[d] All the above

12. In the context of the new economic
policy of 1991, the term
‘disinvestment” stands for -

ja) A policy whereby government
invesiments are reduced to correct
fizcal deficit

{b] The policy of sale of portion of the
government sharcholding of &
public sector enterprise

{c] The policy of public partnership in
private enterprise

(d] A policy of opening up governmernt
monopoly to the privates sector

16. The Industrial Policy Resolution
(1948) aimed at -
[a) Market oriented economic reforms and
opening up of economy
|b) A shift from state led industrnialization
to private sector led industrialisation
e} an expanded role for the public sector
and licensing 1o the privale sector
[d] an expanded role of private seéctor a
limited role of public sector

13. The objective of introducing
Monopolies and Eestrictive Trade
Practices Act 1969 was -

A The new economic policy of 1991
manifest in -
[a) State led industnalization and
tmport substitution
(b} Rethinking the role of markets
versus the state
[c] Emphasized the role of good
governance

| CA Aditya Sharma
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id] Bringing aboul reduction in poverty
and redistributive justice

18 The post independence economic
policy was rooted in -
la) A capitalist mode of production with
heavy industrialization
{b] =ocial and economic redistribution
and industnalization directed by the
atate
{c] social and economic redistribution
through private sector initiatives
[d} Industrialization led by private
entrepreneurs and redistribution by
state

19. In the Keynesian model, equilibrium
apgregate output is determined by
(a) aggregate demand
(b] consumption fnction
(¢) the national demand for labor
(d} the price level

20. Keynes believed that an economy may

attain equilibrivm level of output

{a) only at the full-employment level of
output

(] below the full-employment level of
ontput

{c) only if prices were inflesable

(d) a} and ¢ abave

21. According to Keynes, consumption

expenditure is determined by

{a) the level of interest raies

(b) extent of government taxes and
subsidies

[c] disposable income

{d] autonomous investment
expenditure

22, The marginal propensity to consume
(MPC) can be defined as

fa} a change in spending due to a
change in income

ib] a change in income that is saved
after consumption

{c) part of income that is spent on
consumption.

(d) part of income that iz not saved.

23. If the consumption function is

expressed as C = a + bY then b represents
[a) auntonomous consumer expenditire

when income is zero

[b) the marginal propensity to consume.

lc) the expenditure multiplier when

consumption is increased
{d) part of disposable income

24. If the consumption function is

expreszed as C = a + hY then a represents
[a) autonoemous consumer expenditure.
(b} the marginal propensity to consume.
e} the consumption income relationship
[d] Non- linear consumption function

23, If the consumption function is C = 20+
0.5Yd, then an increase in disposable
income by 100 will result in an increase in
consumer sxpenditure by --—-—--—--

{a) 25

(b} 7O

c) S0

{d) 100

26, If the autonomous consumption equals
2 2,000 and the marginal propensity to
consume equals (L8, If dizsposable income
equals 10,000, then total consumption will
De® __

la) 8,000
b 6,000
€] 10,000

[d] None of the above

27. In the Keynesian cross diagram, the
point at which the aggregate demand
fonction crosses the 45-degree line
indicates the
{ajlevel of full employment income,
b)less than full employment level of income,
(c) equilibrium level of income which may or
may not be full employment level of
income
[d)autonomous level of income which may
not be full employment  level of income

28. In a closed economy, aggregate dermand
is the sum of
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la) consumer expenditure, demand for 29, Under equation C= at+by, b=0.8B, what is
cxporis and government spending. the value of 2 sector expenditure
{b) consumer expenditure, planned multiphier?
investment spending and government (] 4
spending. by 2
(o] consumer expenditure, actual e} 3
investment spending, government d 1

apending and net expores.

(d] conzumer expenditure, planned
investment spending, povernment
spending, and net exports.

Answer
1) C 11) B 210 C
2] B 12] B 22) A

3 c 13) D 23) B
4] A 14) C 24) A
5) B 15) B 25) C
&) B 16] C 2a) C
7) A 17) B 27) c
B) D 18] B 28] B
) A 19] A 29) C
10 C 20) B
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India is the largest economy of the
ancient and the medieval werld, and have
controlled betiween of thes

world' = wealth,

a) Ore third to one fourth
b) One fifth to cne sixth

£) Ontenth to one twentieth
d] entire

Treasury

€}  King, Fortress, Ministers,
sports, Military, Allies and
Treasury

d}  King, Fortress, Ministers,
Farmland, Military, war and
Treasury

£,

The Indian Economy was the hub of

a) Pilgrimage
b) Administration
¢) Statecraft
d) All of the above

9.

kautilya emphasizes
impartants of
a) Sports
b} Marriages
¢) Robust Agriculture
d) Aftack strategy

When was the book Arthashastra
prevalent

o) 296 AD to 321 AD

b) 1967 to 1991

¢) 321 BCE to 296 BCE

d) Post independence

10,

What was the two phases of
Britisher s rules
a) 1657 ta 1758 and 1858 ta 1047
b} 1757 to 1858 and 1858 to 1047
¢) 1757 1o 1858 and 1858 to 1977
d) 1757 to 1947 and 1947 o 1991

"Arthashastra's’ the pioneering work
attributed to

a)  Chandragqupt Meurya

b)  Chanakya

c)  Birbal

d)  Amit Shah

The founder of Mourya empire
a) Samudragupt Mourya
k) Bhimsingh Mourya
cl Chandragupt Mourya
d) All of the above

1L

Inda becomes an exporter of row
material insted of finish goods this
statement is

a) True

b} false

c) Partially true

d) Can't Cormment

The major focus of the work in the
Arthashastra Book ___ and
a) Wealth
b) Lend
¢) Both
d) Mone

12,

which of the following is not includes in
east India company’s rule
a) Reversal of Indian Market from
Exporter of Finished goods to
exporters of Raw materials
B} Tariff Discrimination
¢) Indion incliration Towaords
western goods
d} Power in hands in Indian Only

What does the meaning of word Artha
a) Wealth
b) Lend
¢) Both
d) Sport

13

How marny spindles did Indan cotton
Mills have at the time of britizhers
colonial rule

a) T Million

b) 8 Million

c) 9 Million

d) & Million

. What are the seven vital slements true

kingship
a)  King, Fortress, Ministers,
Farmiand, Military, Allies and
Treasury
b}  King. Princess, Ministers,
Farmiand, Military, Allies and

14.

In Which area did jute mills start
growing is specifically during the time
of britisher colonial rule

a) West India

b} Central Indin

£} Morth India

d) East Indio, especially Calcutta




15, What was the position of cotton mills
in 1930
a) 2nd
b) 3rd
c] dth
d) th

16, What was the ranking of the iron
industry in the hole world in 1930 .
a) Bth
b)Y 7th
£} &th
d) Sth

a)] supporting social , economic
redistribution and
industrialization

b) Rural Economy and love British

e] Black and White

d) Live and Let live

17, What was the India's ranking in
mahufacturing before the great
deperation

a) 12th
b) 2nd
£} 3nd
d) 1st

23. who had the powers at the time of
rehruvian model
a] Private Sector
b) Public sector
¢] Bath
d) Only Britsih

18, Which of the fallowing was the couses
of dewnturn in producers goods
industries
a) Reversal of Indian Market from
Exporter of Finished goods o
exporters of Row materials

b) Tariff Discrimination and Indion
inclimation towards western goods

¢} Hostile policy and competitien
with machine made goods

d] All of the above

24, Which of the following economic
philasophy emerge in 1950

al PM Mehru's visualization -
emphasis on heavy industry,
and

b) The Gandhian philosophy -
small scale and cottage
industry and village republics.

c] Bath

d] Mone

25, In which year India face to sever and
consecutive droughts struck?
al 1956, 1957
b) 1966, 1967
c) 1999 2000
d) 1947, 1948

19, India was majerly had rural inhabited
mastly illiterate & exceedingly poor
population this statement is

a) True

b) Faolse

g} Can't Say

d) Wasn't born S0 can't soy

26, At the time of ta severe and
consecutive drought struck India
depends on ____ for food

a] China
b) Russia
c] Ukraine
d) USA

20, In 1951 India's literacy rate was
__ond life expectancy was___ year
a) 32,18
B) 1832
c] 50.50
d) 100100

27. green revolution known as
a) White Revolution
b) Brown revolution
c] Green Revolution
d) Pink Revolution

21, Which model did India Adopted after
independence
a) Mehruvian model
b) Patel Model
£) Bose Model
d) Modi Model

2B. The government nationalized ___
banks in 1965
a)] 15
b) 14
e) 13
d) 17

22. The nehruvion model supporting __and

29, The government nationalized banks in
1980




d} PV Marsimha roo

30. Full Form of MRTP ACT

a) Monopoly and restrictive
trade practice act

b) Maharajo and rajo trede
practice act

£) Many goods restrictive trade
practice act

d} My geods no restriction

practice act

36. How Much And For How Many Days
Forex Reserve did India have
a) L2 Bn%and 2 Weeks
b} 2.1Bn%and 5 Weeks
c] T Bn3 ond 3 Weeks
dl 9 Bn#$ond § Weeks

31. How many broed category of industry's
delicensing before 1991
a) 20
b) 22
c) 24
d) 2

37, At the time of economy reform on
wham was India depended for external
borrowings

a)] China
b) UA
c] USA
d) IMF

32. Which of the fallawing is meaning of
broad bonding

a} firms may switch production
between different production
lines

B) firms may switch production
to military

c) firms may switch preduction
to telecommunication

d) All of the above

38. Which of the following measures did
India bring in 1991 Indie policy reform
a) Liberalization
b} Privatization
c] Globalization
d) All

33. The selling limit for application of
MRTF Regulation have been increased
form__ to ___

al Bertollcr
b) 1Qcrtodler
c) 20¢erto 50cr
d) 20 ¢r to 10D cr

39, Which of the following were measures
facused in 1991

a. Reorientation of the economy
from a centrally directed and
highly controlled one to o 'market
friendly’ or market oriented
BCONGMY,

b. Macroeconomic stabilization by
substantial reduction in fiscal
deficit.

€. Bath

d, Mone

34, in the period of 1981 to 1989 the early
liberalization was useless this
statement is

a) True
b) False
) Both
d) Mene

35, The Indian Economy Reforms In 1991
Under the government of
a) Atal Bihari Vajpayee
b) Jp MNadde
c) Manmohan singh

40, Which of the following is the meaning
of liberalization

a] Liberalisation refers to
rightening of previous
eovernment restrictions
usually in arens of gocial and
economic policies

b) Liberalisation refers to
relaxation of previous
sovernment restrichons
usually in areas of social and
economic policies

¢) Liberalisation refers to
relavation of previous
Government restrictions
usually in areas of sports

d) Liberalisation refers to




neutral nature of previous
Eovernment restrictions

usually in areas of social and
economic policies

d) 1588

41, are the main area of
labialization
a] Industry
b) Trade
e) Tax
d) all

48. When did the new industrial policy
come
a) 24 June 1991
B) 24 July 1991
c] 24 Jonuary 1991
d) 24 June 1990

42, What was the India's growth rate
during the period for , 1950 1o 2080,
a) 15%
b) 25 %
el 35 %
d) 45 %

49, How many sectors where under the
government after the new industrial
policy?

a] All except 14
b) All except 18
c] All except 19
d) All except 20

43. Which of the following is includes in
fiscal reforms
a) Government Tax, Budget,
Spending and Borrowings
b) RBI Monetery Policy
c) Both
d) Mons

44 Full Form of CRR
al Car Rent ratio
b} Caste Right ratio
c) Cash reserve ratio
d) Coin refurn Ratio

45. Full Form of SLR
a) Statutory liquid ratio
b) Star Right ratio
g) Statutory life ratio
d) Statutery level ratio

46, Full Form of SEBL

a) Securities and exchange board
of India

b) Securities and ETF board of
India

¢} Shares and exchange board of
India

d) Securities and exchange board
of Indonesia

50, Which of the following sectors are

remained in the new industrial palicy
a, 6 namely, arms and
ommunition, coal, atomic
substances, norcotic drugs
ond hazordous chemicals,
distillation and brewing of
alcoholic drinks and cigarettes

and cigar,

=

& namely, food, clothing,
shelter, water and electricity.

8 namely, Arms ard
ammunition, atomic
substances, narcotic drugs
ond hazardous chemicals,
digtillation and brewing of
alcoholic drinks and cigarettes
and cigar,

I

d, Mo Sector

51. Which of the fuﬂuwing"ar'an FOI is
prohibited
a] Atomic energy
b) Farming and agricufture
¢] Midhi company and chit fund
d) All

47. In which years SEBI Come
a) 1992
b) 1891
c) 1990

52, Which approach did India start
adopting after the introduction of
industrial policy

al &reen List Approach
b) Red List Approach
c] Yellow List Approach

d) Megative list approach




§53. At a time of new industrial policy |
rupees was devalued by
percentage against the dollar

a) 18 %
by 19%
c) 20%
d) 21%

4. How many months of foreign reserve
dees India have after frade policy
reforms.

a) 2 Maonth
B) 3 Month
) 4 Month
d) B Month

60. Who was the chairman of NITL Ayog
a] PM of Country
b) CM of state
e] President
d) IAS officers

55. Full Form of (MITI) Aayog

a) Modal Institution for
Transforming India

B} Mational Institution for
Transtorming India

e) Mational Inatitution for
Transfering India

d) Mew Institution for Trade
India

61. Which of the following is a meaning of
co-oprfative Federalism

a)] Coordination between P and
CM

b) Covrdination between PM and
President

c] Coordination between Cenfer,
State and Local Bedy

d) All

86, Which of the following was replaced by
MITI Aayog
o) Planning Congress
b) Planning Control
c) Plamning Commission
d} Mone of the above

62, Does NITI Ayog do consulting work or
non consulting work?
a] Mon Consulting
b) Consulting with PM
¢] Consulting with Shareholders
d) Consulting with stakeholders

57. When did NITI Aayog Come in effects
a) 1 Jonuary 2014
b) 1 Jonuary 2015
e} 1 Jonuary 2016
d) 1 January 2017

&3. __is the meaning of state of art
resources centre
a] Same as old
b) Same as Competitor
¢] Best inclass
d) All of the above

58, NITI Ayog is expected to serve as
__of the government
a)l War tank
B) Water Tank
cl Thirk Tank
d) Thirk Maochine

&4, What Does Life Focus On
a) Use and Reuse
b) Use and Dispose

c] Replace
d) Use and eat

59, Which af the Fallowing is a abjective
of the NLTI Ayog

a) To evolve a shared vision

b} Formulate credible plans of
the village level

£l A platform for the resolution
of inter-sectoral and inter
departmental issues

d) All of the above

65. What is the function of an NDAP

a) facilitates and improves access o
Indian government fund

b) facilitates and improves access to
Indian gowernment office

¢) facilitates and improves access to
Indian government passport

d) facilitates and improves access to
Indian government data

5&, which is The Primary goal of Shoonya
campaign

a) aims to improve air quality in India
by accelerating the deployment of




electric wvehicles

b) aims to improve water quality in
India by accelerating the
deployment of electric vehicles

€] aims to improve air quality in India
by accelerating the deployment of
solar panel

d) aims to improve air quality in India
by accelerating the deployment of
highway

71. India is ameng that ___ exparters of
agriculture product in the word at a
time primary sector

a] Top3
b TopB
e] Top7
d) ToplO

&7, Which of the following best
describes E- Amrit focus

a) i aone-stop destination for
all information on electric
vehicles

b) is a one-stop destination for
all infermation on solar Panel

cl Both of the above

d) Mone of the above

F2. What is MSP 2
a] Minimum selling price
b Maximum Selling Price
&) Minimum support Price
d) Maximum Support Price

&8, Full form of IPL
a) Indian Police agency
&) Indian Private agency
c) India Policy Insights
d) All of the above

73, The government of India has allowed
_ percentage of FDI in Marketing
of food product,

a)] 100 %
b) 75%
€] T4%
d) 25%

69, Which of following is o weakness of
NITI Ayeg?

a) MITI has a limited role

b) Tt does not produce Mational
Plans, Control Expenditures,
or Review state plans

c) The majer shortcoming of
MITI is its exclusion from
the Budgeting Process

d) All of the above

70. Which of the following statement is
true regarding the agricutture in India
ata time of Primary sector

a) 47 per cent of India's
population is directly
dependent on agriculture for
living.

B) India hos the world's largest
cattle herd [buffaloes

c) @ross Volue Added by The
agricutture and allied secter
was 18 8% in 2021 -22 (until
31 January, 2022).

d) All of the above

74, what is APEDA

a) Agricuttural and Processed
Food Export Development
Authority (APEDA) is
entrusted with the
responsibility of export
promotion of agri products

b) Agriculural, Plant and Forest
Export Development Authority
{APEDA) is entrusted with The
responsibility of export
promotion of agri products

¢] Animal and Processed Food
Export Development Authority
(APEDA) is entrusted with the
responsibility of export
promotion of agrl product

d) Animal, Plant and Fish Food
Export Development Authority
[APEDA) is entrusted with the
respongibility of export
promotion of agri products

78, Full form of PMFBY

a] Prodhan Mantri Fasal Bima
Yojana

b) Pashu Martri Fasal Bima
Yojana

c] Predhan Mantri Forest Bima
Yojana

d) All of the abave




76. Full form of MIDH

a) Mission for Integrated
Development of Hostel

b) Mission for Integrated
Development of Housewives

£) Mission for Integrated
Development of Horticulture

d) Mission for Integrated
Development of Herds

 77.Full form of PKVY

a) Parempara ot Krizhi Vikas
Yojana (PEVY)

b} Pradhan Mantri at Krishi
Vikas Yojana (PKVY)

c) President at Krichi Vikas
Yojana (PKVY)

d) Parempara at Krishi Village
Yaojana (PEVY)

81 E-MNAM is __

a] a pan-India electronic
trading portal which networks
the existing APMC mandis to
create o unified national
market for agricubtural
commodities.

b} Electronic name given to
farmer

¢) Aadhar card for framers

d) Free Chatting Facility for
Farmer without displaying
their name

78. Parampara at krishivikesyo jna focus on

a) Forest farming
b) Hybrid Farming
e} Organic farming
d) All of the above

B2, What did you bring for the
improvement of the farm Logistics
a] Eisan Rail
b) Kisan .Jam
c] Kisan Bus
d) Kisan Metro

79, Which of the fallowing is the objective
of farmer producer organisations

a) to ensure better income for
the producers through an
organization of their own,

B} to ensure better house for
the producers through an
organization of their own,

£) to ensure better life quality
for the producers through an
organization of their own,

d) to ensure better literacy for
the producers through an
organization of thair own,

83. Which of the following statements
accurately reflects the significance of
the Indian industry in terms of gross
value added and employment?

a] The Indian industry
contributes about 30 % of
total GVA

b) Employing over 12.1 crores

c] Both

d] None

secondary secter
a] Manufacturing
bl Processing
¢] Defense Equipment
d) Travel and Tourism

80, Per drop more crop aims to

o) scheme To incresse water use
efficiency at the form level

b) =cheme to decrease water use
efficiency at the farm level

£) scheme to increase water use
efficiency at the city level

d) Monz of the Above

65, Eight core industries are
al
b)
el

d)

66, When goods and service tax are
introduce in India

a) 1 July 2016
b) 1 July 2017
¢] 1 July 2018
d) 1 July 2019




a7. Which of the following statements
accurately describes the option
provided to domestic companies
regarding corperate tax reduction?

a) Reduction of corporate
tax to domestic companies
giving an opfion fo pay
income-tax at the rate of
43%.

B) Reduction of corporate
tax To domestic companies
giving an option fo pay
income-tax at the rate of
22% with all exemptions
too

) Reduction of corporate
tax to domestic companies
giving an option to pay
income-tax at the rate of
22% with leaving all
exemptions

d) India abelished corporate
tax already

Electric Vehicles

b) Faster Abolition and
Maorufacturing of Hybrid and
Electric Vehicles

¢] Faster Adoption and
Marufacturing of Hybrid and
Electric Rail

d) All of the above are same

93. Udyami bharat aims to
a] MEET
b) MBBS
c] MSME
d) CAs ondIAS

94. What is the full form is PM MITRA

a] President Mega Integrated
Textile Region and Apparel

b) PM Mega International tour
Region and Apparel

c] PM Mega India Region and
Apparel

d) PM Mega Integrated Textile
Region and Apparel

BB, The national single window system is
a___ for investor realted opproval and
service

a) one-stop-shop
B three tier

¢) one and only
d) brain child

95, In May 2017 Forgin Investment
Promation Board was abaished by
a) FIFP
b) FII
€] FDI
d) FAME

89. What does PM &ati Shakti focused on

a) reducing distance

b) reducing logistics cost
c] Both

d) Mone

0. What is the full form of NLP
a)
b)
el
d)

26. In __ year Remission of dudies and taxes

on export product form fo replace the
exigting Merchandize exportsfrom India

scheme to boost exports
a] 2019
b} 2020
€] 2021
d) 2022

21 ‘What Is the Full Farm of PLI
o) Mational Luggage Policy
b) Mational Lang Palicy
c) Mational Life Palicy
d) Mational Logistica Palicy

92. What is the full form of fame
a) Faster Adoptionand
Manufacturing of Hybrid and

97. What is the full form of DPIIT

a] Department for Production in
Industry and Internal Trode

b) Department for Promotion of
Industry and Internal Trode

¢] Department for Promotion of
Industry and international
Trade

d) Department for Promotion of
Industry and Internal

Transport

98, Which of The Fallowing is not the




Challenges of The Industriel Sector

a) Shortege of efficient
infrastructure and manpowar.

b) Reliance on imports,
exchange rate volatility and
associoted time and cost
a¥erruns

£] The MSME sector is
relatively less favorably
placed

d) Mone of the above

99. Who all come under the tertary
sector
o) Agriculture
b) Processing
e} Service
d) Both BandC

100, What the meaning of Tertiary sector
a) Agriculture
b) Intangibles
cl Service
d) BothBandC

101, What the share of Tertiary sector of
total India's gross value added
a) 18.18 %
b) 30%
c) 53.89%
d) 47473 %

102. __ is the rank in world trode
organisation member in service export
and impert of india

a) 5th
b) Tth
£) 9th
d) 10th

103. The government has permitted _ %
Foreign participation in
telecommunication service

al 25 %
b 49 %
e} 51 %
d) 100 %

104. the FDI ceiling in Insurance company

a) 49 %
by 74%
e} 100%
d) 21 %




