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

Answer the Multiple Choice questions. (Any 10) (10)
What does Microeconomics study?

a) Whole economy b) Individual units like households and firms

c¢) Government policies d) International trade

Which of the following is a basic economic problem?

a) Inflation b) Unemployment
c) Scarcity d) Taxation

The Law of Demand states that when price increases, demand

a) Increases b) Decreases

¢) Remains constant d) Doubles

Which law explains the three stages of production?

a) Law of Demand b) Law of Supply

c) Law of Variable Proportions d) Law of Consumption
Which of the following is an internal economy of scale?

a) Better transport facilities b) Lower interest rates
c) Bulk purchasing of raw materials d) Government subsidies
Which cost remains constant in the short run?

a) Fixed cost b) Variable cost

c¢) Marginal cost d) Average cost
Opportunity cost is best defined as

a) The cost of raw materials b) The next best alternative foregone
c) The total cost of production d) The cost of labor
Perfect competition is characterized by

a) Many buyers and sellers b) Only one seller

c¢) Government regulation d) No competition
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In a free market economy, resource allocation is done by
a) Government planning b) Price mechanism
¢) Random selection d) Social welfare policies

What is the meaning of demand in economics?

a) The desire to buy a product b) The willingness and ability to buy a
product at a given price

c) The supply of a product d) The production of goods

What is the relationship between price and quantity demanded?

a) Positive b) Negative

¢) No relation d) Always constant

What happens to total revenue when demand is elastic, and price decreases?
a) Increases b) Decreases
¢) Remains the same d) Becomes zero

What happens in the first stage of the Law of Variable Proportion?

a) Total product increases at an increasing b) Total product increases at a diminishing

rate rate
c) Total product starts declining d) Marginal product becomes zero

Write Short Note (Any 3)

Features of Monopoly Market
Concept of Production

Economies of Large Scale Production
Income Elasticity of Demand

Limitations of Microeconomics

Answer the following question in 150 words. (any 2)

Discuss the three fundamental problems of an economy.

What is Market Mechanism? Explain its role in price determination.
Discuss the factors affecting demand.

What are the different factors of production? Explain each with examples.

Answer the following question in 300 words. (any one)
What are the features of an oligopoly market? Explain with examples.
Describe the Law of Variable Proportion with suitable diagrams.

What is price elasticity of demand? Explain the different types of price elasticity with
graphs.
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