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Q.1

Instructions: 1) Attempt all Questions
2) Figures to the right indicate full marks

Answer the multiple-Choice questions. (Any 10) (10)
What is microeconomics primarily concerned with?
a) Large-scale economic policies b) National income accounting

c¢) Study of individual units within the d) international trade
economy

What are the basic problems of an economy?

a) Market supply, price elasticity, and b) Resource allocation, scarcity, and
consumer demand opportunity cost

¢) National income, employment, and d) GDP, GNP, and fiscal policy
inflation

Which of these is NOT a function of the market mechanism?
a) Resource allocation b) Wealth redistribution
c) Price determination d) Promoting competition

The invisible hand concept is associated with:

a) Karl Marx b) John Maynard Keynes

c) Alfred Marshall d) Adam Smith

When demand is unit elastic, a change in price results in:

a) No change in total revenue b) Decrease in total revenue

¢) Increase in total revenue d) Total revenue becomes zero

Diseconomies of scale occur when:
a) Average costs per unit decrease as output  b) There is no change in average costs
increases

¢) Output decreases as inputs increase d) Average costs per unit increase as output
increases

In a perfectly competitive market, firms achieve equilibrium when:

a) Marginal cost is less than marginal b) Marginal cost equals marginal revenue

revenue

c) Total cost equals total revenue d) Marginal cost is greater than marginal
revenue

Average revenue is defined as:
a) Total revenue divided by quantity sold b) Total cost divided by quantity sold

¢) Price minus cost d)Total revenue minus total cost
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Price discrimination in a monopoly means:
a) Charging the same price to all consumers b) Charging a lower price in the short run

¢) Charging different prices to different d) Setting one price for all time periods
consumers for the same product

Income elasticity of demand is negative for:
a) Normal goods b) Luxury goods
¢) Inferior goods d) Necessities

In the context of production, ‘Returns to Scale’ refers to changes in output when:

a) Only one input is varied b) All inputs are increased in the same
proportion
¢) Only labor input is increased d) Only capital input is increased

Price elasticity of demand is defined as:

a) % change in quantity demanded / % b) % change in income / % change in
change in price quantity demanded

¢) % change in price / % change in quantity  d) % change in quantity demanded / %
demanded change in income

Which of the following is NOT a determinant of demand?

a) Price of related goods b) Income of consumers
c) Weather conditions d) Time spent on production
Write Short Note (Any 3) as)

Difference between Microeconomics and Macroeconomics
Concept of Demand and Factors Affecting Demand

Revenue Analysis

External Economies of Scale

Characteristics of Perfect Competition

Answer the following question in 150 words. (any 2) (20)
Discuss how market mechanisms solve the economic problem of “what to produce.”
What is price elasticity of demand, and how does it affect pricing decisions?

Explain how the Law of Returns to Scale applies to the long-run production process.

Describe the effect of product differentiation in monopolistic competition.

Answer the following question in 300 words. (any one) 8
Explain the demand and supply analysis with market equilibrium theory.

Explain the Law of Variable Proportions. Describe the three phases of this law with
examples.
How does interdependence among firms influence the behavior of an oligopoly market?
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