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Avyukt-Economic Notes

Multiple Choice Questions

1) Total utility is maximum when:
,,a’]‘ﬁarginal utility is zero
b) Marginal utility is at its highest point
c) Marginal utility is negative
d) None of the above

+2Z) The successive units of stamps collected by a little boy give him greater and
greater satisfaction. This is a clear case of
a) Operation of the law of demand
b) Consumer surplus enjoyed in hobbies and rare collections
W Exception to Law of Diminishing Marginal Utility.
d) None of the above

CA Hardik Manchanda



Avyukt-Economic Notes

Multiple Choice Questions

3) By Consumer SurElus. economist means:
a) The area inside the budget line above the price of the commodity
b) Thg.area between the average revenue and marginal revenue curves
e difference between the maximum amount a person is willing to pay fora
goods and its mar rice
d) The difference between the market price and the supply curve

T When economist speak of the utility of a certain good, they are referring to
a) The demand for the good
b) The usefulness of the good in consumption

& The expected satisfaction derived from consuming the good
d) The rate at which consumers are willing to exchange one good for another.

CA Hardik Manchanda



Avyukt-Economic Notes

Multiple Choice Questions

5) Comforts lie between
a) Inferior goods and necessaries
b) Luxuries and inferior goods
ey Necessaries and luxuries
d) None of the above

16) Marginal utility approach is also known as:
a) Indifference curve analysis
b) Hicks and Allen approach
arginal Utility analysis
d) All of the above

CA Hardik Manchanda



Avyukt-Economic Notes

Multiple Choice Questions

7) _____isthe addition made to the total utility by the consumption of additional
unit of a commodity
arginal Utility
b) Total Utility
c) Average Utility
d) Ordinal Utility

18) When Marginal Utility is negative, total utility is:
a) Zero

./bj’Diminishing
¢) Maximum
d) Minimum

CA Hardik Manchanda



Avyukt-Economic Notes

Multiple Choice Questions

9) When TU is increasing at a diminishing rate, MU must be:
a) Increasing -
ecreasing - bul—(?nidi_w
c) Constant —
d) Negative

ro
b) Unity

c¢) Greater than unity
d) Less than unity

A’(}]ﬂMUZf a particular commodity at the point of saturation is:
e

CA Hardik Manchanda



Avyukt-Economic Notes

Multiple Choice Questions

11) MU curve will be below X-axis when:
a) MU is positive
DPMU is negative
c) MU is zero
d) MU is constant

L N\

12) At saturation point, the sloﬁe oI_'I‘gial_U_tility curve is:
a) Rising

b) Falljng MV
u@{ro -

d) None of the above

CA Hardik Manchanda



Avyukt-Economic Notes

Multiple Choice Questions

13) MU of one commodity has no relation with MU of another commodity
implies:
a) Assumption of uniform equality
b) Assumption of rational consumer
2 Assumption of independent utilities
d) Assumption of reasonable quantity

JA) If Mux > Px, then consumer:
a) Is at equilibrium
e will buy more of X good
¢) He will but less of X good
d) None of the above

CA Hardik Manchanda



Avyukt-Economic Notes

Multiple Choice Questions

Mux (in Units)

a) 2 units
b) 3 units
) 4 units

units

15) Following is the utility schedule of a person:

-——

50 . 40
==l'

./
If the commodity is sold for Rs. 10, how many units will the consumer buy to get
maximum satisfaction?

222100 Equilibrum- MU« = Po

CA Hardik Manchanda




Avyukt-Economic Notes

Multiple Choice Questions

A'G]'Givm Px=Rs. 2 and Py = Rs. 1 and Income = Rs. 12. Given below is the utility

schedule: ~

S S N CE—
Mux < 16-8 141 12-§ 10-5 8-y 6-3 4-2 2-—|
MUy~ 11 10 9 8 7 6 5 4

How many units of X and Y the consumer will buy in order to maximize utility?
a) 2 units of X & 6 units of Y =
b) 3 units of X & 5 units of Y M}Jm,\ = MU,
c) 4 units of X & 4 units of Y MP:‘
units of X & 6 units of Y ~

CA Hardik Manchanda



Avyukt-Economic Notes

Multiple Choice Questions

17) The effect on consumer surplus of a fall in price from E to F is:

¥

] HER

¢ TEFCR
C

o

L X
uantity

a) A decrease in consumer surplus by EFGR

b) A decrease in consumer surplus by AER

c) A decrease in consumer surplus by EFCR
MNone of the above

CA Hardik Manchanda



Avyukt-Economic Notes

Multiple Choice Questions 3

18) When price rises from F to E, the increase in revenue earned by the seller is:
——

Tinfrgme
[

din Roman

o

mvalent to area EFGR

b) Equivalent to area EFCR
c) Equivalent to area AER
d) None of the above

CA Hardik Manchanda



Avyukt-Economic Notes

Multiple Choice Questions

19) As per which law, ‘If marginal utility of money spent on commodity X is
greater than marginal utility of money spent on commodityY, then the
consumer will withdraw some money from purchase of Product Y and will spent
on purchase of X, till MU of money in two cases becomes equal’?

MUnx7 MUny
=</

a) Law of Demand

b) Law of Supply
w of Equi-marginal utility
d) Law of Diminishing Marginal Utility

CA Hardik Manchanda



Avyukt-Economic Notes

Multiple Choice Questions o
2 5090
20) For a Laptop in the Market, Mr. Shyam is willing to pay 25,000, Mr Raju is
willing to pay 20,000 and Mr. BabuRao is ready to pay 15,000. If the price of the
Laptop is 20,000, what is the consumer surplus in this market and how many
units will be sold? L ;
onsumer surplus is 5000 and 2 units will be sold. Suw DL ﬁncg::::;ﬂ
b) Consumer surplus is 6000 and 2 units will be sold. Surplu

c) No consumer surplus and 2 units will be sold
ﬁ&msumer surplus is 5000 and 3 units will be sold.

CA Hardik Manchanda
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