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Which of the following is considered

production in Economics?

a) Tilling of soil

b) Singing a song before friends

c) Preventing a child from falling into a

manhole on the road

d) Painting a picture for pleasure

Ans (a)
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Identify the correct statement:

a) The average product is at its maximum when

marginal product is equal to average product

b) The law of increasing returns to scale relates

to the effect of changes in factor proportions

c) Economies of scale arise only because of

indivisibilities of factor proportions

d) Internal economies of scale can accrue only to

the exporting sector.

Ans. (a)
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Which of the following is not a

characteristic of land?

a) Its supply for the economy is limited

b) It is immobile

c) Its usefulness depends on human efforts

d) It is produced by our forefathers

Ans. (d)
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Which of the following statements is true?

a) Accumulation of capital depends solely on

income

b) Savings can also be affected by the State

c) External economies go with size and

internal economies with location

d) The supply curve of labor is an upward

sloping curve

Ans. (b)
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Implicit costs are:
A) equal to total fixed costs.
B) comprised entirely of variable costs.
C) "payments” for self-employed resources.
D) always greater in the short run than in the long run.
2. TH YEEHRAT R FeATH [T G ? I [
o1 U= ST A ST A
T UEEAT TARA e & U@ 3cIed [RadIaidl doo YT € USHAT Ao Ao
Which would be an implicit cost for a firm? The cost:
A) of worker wages and salaries for the firm.
B) paid for leasing a building for the firm.
C) paid for production supplies for the firm.
D) of wages foregone by the owner of the firm.
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If a firm's revenues just cover all its opportunity costs, then:
A) normal profit is zero.
B) economic profit is zero.
C) total revenues equal its explicit costs.
D) total revenues equal its implicit costs.
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Suppose a firm sells its product at a price lower than the opportunity cost of the inputs
used to produce it. Which is true?
A) The firm will earn accounting and economic profits.
B) The firm will face accounting and economic losses.
C) The firm will face an accounting loss, but earn economic profits.




D) The firm may earn accounting profits, but will face economic losses.
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The short run is a time period in which:

A) all resources are fixed.

B) the level of output is fixed.

C) the size of the production plant is variable.

D) some resources are fixed and others are variable.
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Opprtunity cost is:
a) Direct cost b) Total cpost ¢) Accounting cost d) cost of forgone opportunity
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As Output increases, average fixed cost:
a) Remains constant b) Starts falling c) start rising d) None
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a) AFC=TFC/TS b)AFC=EC/TO ¢c) AFC=TC/PCd) AFC=TFC/TO
Average Fixed Cost can be obtained through:
a) AFC=TFC/TS b)AFC=EC/TO ¢c) AFC=TC/PCd) AFC=TFC/TO
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AFC Curve is:
a) Convex and downward sloping b) Concave and downward sloping c) convex and
upward sloping d) Concave and upward sloping
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U — shaped average fixed cost is based on
A) Law of increasing cost b) Law of decreasing cost ¢) Law of constant returns to scale
d) law of variable proportions
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When shape of average cost curve is upwards , marginal costs:

a) Must be decreasing b) must be constant ¢) must be rising d) Any of these
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Economic costs excludes :

a) Accounting cost + explicit cost b) Accounting cost + Implicit cost ¢) Explicit cost +

opportunity cost
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Which of the following cost curve is never U shaped?

a) Average cost curve b) marginal cost curve c) Total cost curve d) Fixed cost curve
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... shows the overall output generated at a given level of input

a) Cost function b) Production function c) Iso cost d) marginal rate of substitution
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If LAC curve falls as output expands, this is due to ...
a) Law of diminishing returns b) Economies of scale c) Law of variable proportion d)
Diseconomies of scale
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Isoquants are equal to
a) Product line b) Total Utility c) Cost lines d) Revenue Line
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The marginal product curve is above the average product curve when the average product
1S ...
a) Increasing b) decreasing c) constant d) none
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An Isoquant is ----- to an isocost line at equilibrium point
a) Convex b) Concave c) Tangent d) Perpedicular
93, qI3aT YHOTade gt 3ol a9 &1 gad ST SS YeRdn
31 afga anfor siafa a=rdt @ aefifa onfor ofmia ste=rdt & afefa a=edt snfr 3fawia ofe=dt 3
FReTH T
Increasing returns to scale can be explained in terms of ....
a) External and internal economies b) External and internal diseconomies c¢) External
economies and internal diseconomies d) All of these
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At the point of inflexion, the marginal product is ...
a) Increasing b) decreasing d) maximum d) negative
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a) P >AVC b)P=AVC c)P <AVCd)P>AVC
A Competitive firm in the short run incure losses — the firm continues production if;
A) P>AVCb)p=AVC c)P <AVC d)P>AVC
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Under --- market condition firms make normal profits in the long run:
a) Perfect competition b) Monopoly c) Oligopoly d) None
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A monopolist is able to maximize his profits when,
a) His output is maximum b) He charges a high price c) His marginal average cost is
minimum d) his marginal cost is equal to marginal revenue
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Under monopolistic competition the cross elasticity of demand for the product of a single
firm would be:

a) Infinite b) Highly Elastic c) Highly Inelastic d) Zero
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When AR = 10 and Ac = 8 the firm makes ----
Normal profit b) Net profit c) gross profit d) Supernormal profit
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What are the conditions for the long run equilibrium of the firm?

a) LMC =LAC =P b) SMC =SAC = LMC c) P = MR d) All of These
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Kinked demand curve hypothesis is given by
a) Alfred Marshall b) A C Pigou c¢) Sweezy d) Hicks and Allen
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Supernormal profit occurs when,




a) Total revenue is equal to total cost b) total revenue is equal to variable cost c)
Average revenue is more than average cost d) Average revenue is equal to average
cost
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If under perfect competition, the firm would:

a) Make only normal profit b) Incur losses c) make abnormal profit d) Profit can not
be determined
Q¢ WEeAH THATHRAT & 37T 3%,
‘a) AR=ACDb) MR=MCc) MR=ARd) MC =Ac
For Maximum profit, the condition is :
a) AR=ACbh)MR=MCc)MR=ARd)MC=AC
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Equilibrium price may be determined through:
a) Only demand b) only supply c) Both supply and demand d) None
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If price forced to stay below equilibrium price :

a) Excess supply exists b) Excess demand exists c) a or b d) neither a nor b
R0, RIS AEGEd ATOidie TIfadd =4 .
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An increase in supply with unchanged demand leads to—

a) Rise in price and fall in quantity b) Fall in both price and quantity cO Rise in both
price and quantity d) Fall in price and rise in quantity
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In the long Run:

a) Only demand can change b) only supply can change c¢) Both supply and demand can
change d) None of these
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Which of thes following is not an essential condition of pure competition
a) Large number of buyers and selles b) Homogenous product ¢) Freedom of entry d)
Absence of transport cost







