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Note: 1. All questions are compulsory. 

          2. Figures to the right indicate full marks. 

Q1. A. Select the best answer from the given options and rewrite the statement.(Any Ten) 10 

 a. Opportunity cost is the ______ 

a. Price of a good or services                    c. Value of the best alternative sacrificed 

b. All out-of-pocket                                  d. Price that exceeds market price 

 

 b. Demand is relatively inelastic when _______ 

a. �� = 1                                                   c. ��> 1 

b. ��< 1                                                    d. ��=  0 

 

 c. In case of normal goods, demand curve is ______ 

a. Upward sloping                                    c. Downward sloping 

b. Vertical straight line                             d. Horizontal straight line 

 

 d. Kinked demand curve is observed in ________ market. 

a. Perfect competition                              c. Monopoly 

b. Monopolistic Competition                   d. Oligopoly 

 

 e. Average revenue is equal to the _____ per unit of output. 

a. Marginal Revenue                                c. Price 

b. Cost                                                      d. Incremental Income. 

 

 f. Delphi method is a _______ 

a. Survey method                                      c. Statistical method 

b. Both (a) and (b)                                    d. None of the above 

 

 g. A kinked iso-quant indicates _____ 

a. Limited substitutability of factors        c. Continuous substitutability of factors 

b. Perfect substitutability of factors         d. Zero substitutability of factors 

 

 h. When TP is maximum, MP is _______ 

a. Zero                                                      c. Negative 

b. Maximum                                             d. Constant 

 

 i. Implicit costs are ______________ 

a. Equal to total fixed cost               

b. Equal to variable cost 

c. Always less than explicit cost      

d. Cost of using factors belonging to the owner 

 

 j. Returns to scale determine the behavior of ________ 

a. Short run average cost                         c. Marginal cost 

b. Average fixed cost                               d. Long run average cost 

 

 k. Replacement cost is incurred to ______ 

a. Replace the worker                               c. Replace raw material 

b. Replace the capital                               d. All of the above 

 

 



 l. Break-even point is reached when a firm _____ 

a. Earns zero profit                                  c. Covers fixed cost  

b. Covers variable profit                         d. All of the above 

 

 

 

 

B 

 

Write whether the following statements are true or false. (Any Ten) 

 

10 

 a. Demand is desire backed by willingness and ability to pay.  

 b. Opportunity costs can always be measured in terms of money.  

 c. Cross elasticity of demand for substitutes is positive.  

 d. An iso-quant has a negative slope.  

 e. The law of variable proportions applies to agriculture in developing economies.  

 f. There is no difference between economic and accounting costs.  

 g. When MC is greater than AC, AC will be falling.  

 h. Implicit costs are opportunity costs of the factors owned and used by the entrepreneur.  

 i. The laws of returns to scale explain production in the long run.  

 j. The Delphi method is a variant of the expert opinion method.  

 k. Long run cost is used to determine the optimum firm size.  

 l. When TR and TC are non-linear there may be two break-even points.  

 

Q2 

  

Attempt A and B OR C and D : 

 

15 

 A. Define business economics? Discuss its scope.  

 B. Given the following data calculate TR, AR and MR : 

Output 

(Unit)) 1 2 3 4 5 6 7 

Price ( ) 10 10 10 10 10 10 10 

        
 

 

   

OR 

 

 C. Explain the relationship between total, average and marginal values.  

 D. With the help of a supply schedule, draw a supply curve.  

 

Q3 

  

Attempt A and B OR C and D : 

 

15 

 A. State and explain the law of demand. Write the assumptions and exceptions to the law 

of demand. 

. 

 B. Describe the nature of demand curve under perfect competition and monopolistic 

competition. 

 

  OR  

 C. With the help of suitable diagrams, explain the different degrees of price elasticity of 

demand. 

 

 D. Discuss the steps to be taken in forecasting demand. 

 

 

 

 



 

**************** 

 

Q4 

  

Attempt A and B OR C and D : 

 

15 

 A. Discuss the law of variable proportions.  

 B. What is meant by diseconomies of scale? Discuss the various internal and external 

diseconomies of scale. 

 

  OR  

 C. Explain the concept of isoquant. What are the properties of isoquants?  

 D. Discuss laws of returns to scale.  

 

Q5 

  

Attempt A and B OR C and D : 

 

15 

 A. Discuss total, average and marginal cost.  

 B. Explain Long-Run Marginal Cost curve.  

  OR  

 C. Given TFC = Rs.55/-, calculate TC, TFC,TVC and MC :  

Output 

(Units) 

0 1 2 3 4 5 

TVC 0 30 55 75 105 155 
 

 

  

D. 

 

What is meant by break-even point? How is break-even point determined? 

 

 

Q6 

  

Attempt A and B OR Write short notes on any four : 

 

20 

 A. Discuss various factors affecting price elasticity of demand.  

 B. Explain changes in equilibrium due to : 

(a) Changes in demand and 

(b) Changes in supply 

 

  OR  

  Write short notes on any four of the following :  

 i Graphs  

 ii Historical and Replacement cost  

 iii Promotional elasticity of demand  

 iv Types of iso-quants  

 v Expansion path  

 vi Limitations of break-even analysis  


