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Chapter No I…Introduction 

 
1. Business forecasts are extremely important aspect of........ Economics. 

A. Business 

B. Micro 

C. Macro 

D. Market 

 

2. ...... express relationship between two or more variables. 

A. Slopes 

B. Functions 

C. Equations 

D. Graphs 

 

3. Opportunity cost is also called as ......cost. 

A. Total 

B. Average 

C. Marginal  

D. Alternative 

 

4. The sum of the dependent variable is..... 

A. Total 

B. Average 

C. Marginal 

D. Revenue 

 

5. ..... Involves cost - benefit comparison of various business activities. 

A. Cost analysis 

B. Production analysis 

C. Demand analysis 

 

D. Marginal analysis 

6. ...... analysis is more significant than production analysis. 

A. Consumer 

B. Revenue 

C.. Cost 

D. Marginal 



 

7. The law of demand is illustrated by a demand curve that is...... 

A. Horizontal 

B. Vertical 

C. Upward-sloping 

D. Downward-sloping 

 

8. ...... refers to the total demand for a commodity by all buyer in the market. 

A. Consumer demand 

B. Market demand 

C. Elastic demand 

D. Inelastic demand 

 

9. The market supply schedule shows...... Relationship between price and quantity 

supplied. 

A. Inverse 

B. Direct 

C. Indirect 

D. Elastic 

 

10. The point at which the quantity demanded equals supplied is the...... 

A. Total supply 

B. Total demand 

C. Equilibrium point 

D. Total cost 

 

11. A case of increase in demand supply remaining unchanged the equilibrium 

price..... 

A. Rises 

B. falls 

C. Constant 

D. Inelastic 

 

12. Which of the following shows the relationship between the price of good and 

the amount of the good that consumers want at that price? 

A. Supply curve 

B. Demand curve 

C. Supply schedule 

D production possibilities frontier 

 



13. The market supply curve slopes upwards to the..... 

A. Left 

B. Vertical 

C. Horizontal 

D. Right 

 

14. A normal good can be defined as one which consumers purchase more of as 

A. Prices fall 

B. Prices rise 

C. Incomes fall 

D. Falling rate of interest 

 

15. The income effect of a price change..... 

A. Is always positive 

B. Is always negative 

C. May be positive or negative 

D. Is caused by changes in consumer tastes 

 

16. A linear demand function is depicted through.... 

A. A straight line demand curve 

B. A downward sloping demand curve 

C. A Vertical demand curve 

D. A Elastic demand curve 

 

17. A perfect competitive firm faces a....... Demand curve for its product. 

A. Upward-sloping 

B. Downward-sloping 

C. Vertical straight line 

D. Horizontal straight line 

 

18. Under oligopoly the firm faces a ......demand curve. 

A. Horizontal 

B. Vertical 

C. Upward-sloping 

D. Kinked 

 

19. The most important determinant of price elasticity is.... 

A. The slope of the demand curve 

B. The availability of substitutes 

C. The price of other goods 



D. The income of the consumer 

 

20. Average revenue is equal to the...... per unit of output. 

A. Marginal revenue 

B. Price 

C. Cost 

D. Incremental income 

 

21. On a linear horizontal demand curve..... 

A. Elasticity is zero 

B. Elasticity is infinity 

C. Elasticity is low towards origin 

D. Elasticity is one  

 

22. Which of the following product has nearly perfectly inelastic demand? 

A. Salt 

B. Electricity 

C. Petrol 

D. Higher education in management field 

 

23.Percentage change in quantity demanded divided by a percentage change in 

price is called..... 

A. Income elasticity of demand 

B. Price elasticity of demand 

C. Price elasticity of supply 

D. Elasticity of substitution 

 

24. Demand forecasting is always.... 

A. Conditional 

B. Unreliable 

C. Accurate 

D. Trustworthy 

 

25. The ......method uses time series data. 

A. Sample survey 

B. Delphi 

C. Laboratory experimentation 

D. Trend 

 



26. Which of the following methods is used to bridge the options given by different 

experts ? 

A. Experts opinion 

B. Trend analysis 

C. Delphi 

D. Sample survey 

 

27. The negative slope of the isoquant shows..... 

A. Declining marginal rate of technical substitution 

B. Perfect substitutability of factors 

C. Declining cost of production 

D. That when the amount of one factor is increased the quantity of the other factor 

must be reduced 

 

28. Production refers to..... 

A. Production function 

B. Creation of utilities 

C. Producing output 

D. Transformation 

 

29. In the short run...... 

A. All factors are variable 

B. There exists some text factors only 

C. Output varies with variable factors 

D. There is short time for change 

 

30. In long run...... 

A. Production level can be increased infinitely 

B. All factors are variable 

C. Everything can be changed 

D. Production level refers to a period of 10 years and above 

 

31. Labour economy is caused by..... 

A. Division of labour 

B. Time management 

C. Managerial efficiency 

D. Better organization 

 

32. External economies occur when.... 

A. Size of firm expands 



B. Size of industry expands 

C. Economy grows 

D. Size of of market expands 

33. The point of tangency between iso-cost line and iso-quant is the point of..... 

A. Consumer's equilibrium 

B. Producer's equilibrium 

C. Market equilibrium 

D. Internal equilibrium 

 

34.the total amount of output produced is called..... 

A. Total supply 

B. Total product 

C. Total income 

D. Total investment 

 

35. When TP is maximum, MP is...... 

A. Zero 

B. Negative 

C. Maximum 

D. Constant 

 

36. Returns to scale determine the behaviour of...... 

A. Short run average cost 

B. Marginal cost 

C. Average fixed cost 

D. Long run average cost 

 

37.Which of the following is not an example of internal Economies of scale? 

A. Cheaper materials and equipment 

B. Division of labour and specialisation 

C. Smaller percentage of inventories to total output held 

D. Use of specialised capital equipment 

 

38. An important cause of internal diseconomies of scale is..... 

A. Rising factor costs 

B. Diminishing returns to management 

C. Transport Congestions 

D. Pollution and health hazards 

 

39. In the short run a firm's fixed cost..... 



A. Is zero 

B. We always have to be incurred 

C. Can be zero if production is zero 

D. Will decline with every increase in output 

 

40. Accounting cost does not include..... 

A. Payment made to the accountants 

B. Rent paid to the landlord 

C. Interest of own money invested by the entrepreneur 

D. Selling cost 

 

41. The slope of the total cost curve equals...... 

A. Average variable cost 

B. Marginal cost 

C. Average cost 

D. Marginal physical product 

 

42. At the break even point the price is equal to ......cost 

A. Total 

B. Marginal 

C. Average 

D. Variable 

 

43. A firm is at break even point when.... 

A. TR > TC 

B. TR < TC 

C. TR =TC 

D. AC < TR 

 

44. A firm earns supernormal profit when it's..... 

A. TR =TC 

B. TR> TC 

C. TR <TC 

D. AR =AC 

 

45. ..... is not related to the level of output. 

A. Total cost 

B. Total variable cost 

C. Total fixed cost 

D. Average cost 



 

46. The reduction in cost due to increase in efficiency is referred as..... 

A. Income effect 

B. Price effect 

C. Learning curve effect 

D. Substitution effect 

 

47. Break even analysis compares total .......and total cost graphically and 

algebraically. 

A. Revenue 

B. Savings 

C. Investment 

D. Profit 

 

48.BEA at break even point indicate .....profit. 

A. Normal 

B. Zero 

C. Supernormal 

D. Maximum 

 

49. When total revenue is less than total cost (TR<TC) the firm incur ...... 

A. Profit 

B. Loss 

C. No profit no loss 

D. Normal profit 

 

50. Break even point is easily worked out in case of a..... 

A. Joint product firm 

B. Multiple products firm 

C. Single product firm 

D. Large firm 

 

Chapter No..2 ……………Demand Analysis 

51. The demand for ___________ is highly inelastic. 

A. perfumes 

B. gold 

C. medicines 

D. diamond 

 

52. The demand for salt is __________ 



A. elastic 

B. inelastic 

C. zero 

D. maximum 

 

53. The elasticity of demand of pins is ___________ 

A. elastic 

B .inelastic 

C .zero 

D. maximum 

 

54. A desire backed by ability to pay and willingness to pay for a commodity is 

called. 

A. supply 

B. purchasing power 

C. perfect desire 

D. demand 

 

55. When the price of petrol goes up, demand of car will _____________ 

A. rise 

B fall 

C. becomes zero 

D. remain unchanged 

 

56. Individual demand is an aggregate of purchasing by ____________ buyer(s). 

A. all 

B. some 

C.one 

D. two 

 

57. Market demand is an aggregate of purchasing by ___________ buyer(s). 

A.one 

B. two 

C. all 

D. some 

 

58. Implicit demand is also known as ______________ 

A. derived 

B. direct 

C. composite 



D. joint 

 

59. Indirect demand is also known as ___________ demand. 

A. direct 

B. composite 

C. joint 

D. derived. 

 

60. The demand for consumer goods is _____________ demand 

A. derived 

B. implicit 

C. direct 

D. indirect 

 

61. The law of demand is applicable to __________________ goods. 

A. Giffen 

B. prestige 

C. inferior 

D. normal 

 

62. When less is purchased at the constant prices, it is called _____________ in 

demand. 

A. decrease 

B. increase 

C. expansion 

D. contraction  

 

63. When price of commodity rises, the demand for it ______________ 

A. falls 

B. remains constant 

C. becomes negative 

D. becomes positive  

 

64. Income elasticity of demand for inferior goods is ______________ 

A. positive 

B. negative 

C .zero 

D. greater than one 

 

65. The slope of demand curve is __________ in the case of inelastic demand. 



A. flatter 

B. steeper 

C. horizontal 

D. vertical 

 

66. Cross elasticity of demand is applicable to ________________ goods. 

A. prestige 

B. substitute 

C. inferior 

D. superior 

 

67. Perfectly elastic demand curve is _____________ 

A. horizontal to OX – axis 

B .Horizontal to OY – axis 

C. Passes through the origin. 

D. Steeper 

 

68. If a commodity has many substitutes, then its demand becomes __________ 

A. more elastic 

B. less elastic 

C. unitary elastic 

D. perfectly elastic. 

 

69. As price falls, demand ___________ 

A. increases 

B. decreases 

C. contracts 

D. expands. 

 

70. The Law of demand is based on the law of ______________ 

A. supply 

B. Diminishing Marginal Utility 

C. Newton's Law of gravitational force 

D. Einstein's E = mc2 . 

 

71. In the case of Giffen goods the income elasticity of demand is _____________ 

A. positive 

B. negative 

C. zero 

D. infinite 



 

72. In case of normal goods the income elasticity of demand is ____________ 

A. positive 

B. negative 

C. zero 

D. infinite 

 

73.Wants, as opposed to demands,  

A. depend on the price.  

B. are the goods the consumer plans to acquire.  

C. are the unlimited desires of the consumer  

D. are the goods the consumer has acquired. 

 

74. People buy more of good 1 when the price of good 2 rises. These goods are  

A. normal goods.  

B. complements.  

C. substitutes.  

D. inferior goods. 

 

75. A normal good is a good for which demand  

A. increases when income increases.  

B. decreases when population increases.  

C. increases when population increases.  

D. decreases when income increases. 

 

76. Normally a demand curve will have the shape: 

A. Horizontal 

B. Vertical 

C. Downward sloping 

D. Upward sloping 

 

77. The horizontal demand curve parallel to x-axis implies that the elasticity of 

demand is: 

A. Zero 

B. Infinite 

C. Equal to one 

D. Greater than zero but less than infinity 

 

78. Other things equal, if a good has more substitutes, its price elasticity of demand 

is: 



A. Larger 

B. Smaller 

C. Zero 

D. Unity 

 

79. If the demand for a good is inelastic, an increase in its price will cause the total 

expenditure of the consumers of the good to: 

A. Increase 

B. Decrease 

C. Remain the same 

D. Become zero 

 

80. The elasticity of demand of durable goods is: 

A. More elastic 

B. Less elastic 

C. Zero elastic 

D. Infinite elastic 

 

81.When cross elasticity of demand is a large positive number, one can conclude 

that: 

A The good is normal 

B The good is inferior 

C The good is a substitute 

D The good is a complement 

 

82. Irrespective of price, Sofia always spends Rs. 100 a week on ice cream, we 

conclude that: 

A Elasticity of demand is 0 

B Elasticity of demand is 1 

C Elasticity of demand is infinite 

D The law of demand has been violated 

 

83.If the demand for a commodity is inelastic, an increase in its price will cause the 

total expenditure of the consumers of the commodity to 

A. Remain the same 

B. Increase 

C. Decrease 

D. constant  

 



84. The Revealed Preference Theory deduces the inverse price-quantity 

relationship from: 

A. Assumption of indifference 

B. Postulate of utility maximization 

C. Observed behaviour of the consumer 

D. Introspection 

 

85. Contraction of demand is the result of: 

A. Decrease in the number of consumers 

B. His monetary income 

C. The price of the commodity under consideration 

D. The prices of other goods 

 

86. Cross elasticity of demand between two perfect substitutes will be.  

A. Law 

B. High 

C. Zero 

D. Infinity 

 

87. What is the demand of a commodity 

A. Need of the commodity 

B. Desire for a commodity 

C. Quantity of a commodity demanded at a particular time at a particular price 

D. Amount of commodity demanded 

 

88. Which among the following is related to the demand curve? 

A. Relation between quantity demanded and price of a commodity 

B. Relation between supply and demand of a commodity 

C. Relation between income of customer and demand of commodity 

D. Relation between quantity supply and price of a commodity 

 

89. What does low Price elasticity of demand for a commodity show? 

A. Necessity of good 

B. It is luxury good 

C. It doesn’t have importance 

D. It is inferior good 

 

90.Why does Demand of a commodity reduce? 

A. Increase in price of the commodity 

B. Decrease in prices of other goods 



C. Consumers income decreased 

D. Increase in price of other goods 

 

91. For which product is the income elasticity of demand most likely to be 

negative?  

A. computer software 

B. used clothing 

C. basketballs 

D. bread 

 

92. Moving upward along a linear demand curve, as the price rises and the quantity 

demanded decreases, the price elasticity of demand  

A. falls 

B. does not change 

C. rises 

D. first rises and then falls 

 

93. The demand for a good is more price inelastic if a.b..c..d.  

A. its price is higher 

B. the percentage of income spent on it is larger 

C. it is a luxury good 

D. it has no close substitutes 

 

94. Which of the following is likely to have the largest price elasticity of demand?  

A. An automobile 

B. A new automobile 

C. A new Ford automobile 

D. A new Ford Mustang 

 

95. A rise in the price of a product increases the total Revenue from the product if 

the  

A. income elasticity of demand exceeds 1 

B. good is an inferior product 

C. product has an inelastic demand 

D. product has an elastic demand. 

 

96. A long a perfectly vertical demand curve, the price elasticity of demand.  

A. equals 0 

B. is greater than 0 but less than 1.0. 

C. equals 1.0. 



D. is negative. 

 

97.The price elasticity of demand can range between. 

A. zero and one 

B. negative infinity and infinity 

C. zero and infinity. 

D. negative one and one 

 

98. If the price elasticity is between 0 and 1, demand is  

A. elastic 

B. inelastic 

C. unit elastic 

D. perfectly elastic 

 

 

 

99. Price elasticity of demand measures responsiveness of  

A. quantity demanded to changes in price 

B. quantity demanded to changes in income. 

C. price to changes in quantity demanded. 

D. price to changes in demand. 

 

100.At current prices of a highly addictive drug, the demand for the drug is highly 

price . 

A. elastic 

B. inelastic 

C. cross elastic 

D. unit elastic 

 

 

 

101.production refers to ……………. 

A. production function  

B. creation of utilities 

C. producing output  

D. transformation 

 

102.Inputs in the process of production refers to………….  

A. the employment  

B. the use of factor of production  



C. anything in a factory  

D. Market 

 

103.production function refers to  

A. the input output relationship in the process of production  

B. the technological impact  

C. the technology and other resources in operations  

D. the production methods 

 

104.In the short run.....  

A. all factors are variable  

B. there exists some fixed factors only  

C. output various with variable factors  

D. short time for change 

 

105.In long run.....  

A. production level can be increased in Infinity  

B. all factors are variable  

C. everything can be changed  

D. production level refers to period of 10 year and above 

 

106.When the total product is maximum  

A.average product is maximum  

B.marginal product is maximum  

C..marginal product is equal to average product  

D.marginal product is zero 

 

107.the slope of an iso quant refers to the measurement of.....  

A.the marginal rate of Technical substitution  

B.he marginal physical product of labour  

C.the capital efficiency  

D.all of the above 

 

108.long run average cost decline as output expands due to.....  

A. good management  

B. technological advancement  

C. economic of scale 

D. spread of fixed cost 

 

109.labour economy is caused by.....  



A. division of labour  

B. time management  

C. managerial efficiency  

D. better organization 

 

110.the slope of long run cost curve is influenced by........  

A. the artist 

B. managerial economics  

C. economics and diseconomics of scale  

D. input output technical relationship 

 

111.Application of Automotive devices with expanding scale of operation leads 

to.......  

A. industrial economy  

B. technical economy  

C. external economy  

D. technical force 

 

112.internal economics are realised by the firm ………. 

A. when its size is big  

B. scale of operation is large  

C. within itself  

D. all of the above 

 

113.internal economic occur when 

A. size of firm expand  

B. size of industry expand  

C. economy grows  

D.all of the above 

 

114.......type of ISO counts assume perfect substitutability .... 

A. Leontief  I so quant 

B. Kinked I so quant 

C. linear I so quant  

D. smooth convex I so quant 

 

115.the area lying between the two ridge lines is the ...... 

A. non economic region  

B. economic region  

C. Economics of scope  



D. none of there 

 

116.......is attributed to the multi product cost function  

A. Economics of scope  

B. diseconomics of scale  

C. Economics of scale  

D. none of these 

 

117.the point of tangency between I so cost line and I so quant is the point of ...... 

A. consumer's equilibrium  

B. producer equilibrium  

C. both A and B  

D. none of these 

 

118.decreasing returns to scale arises due to ......of large scale production A 

economics  

B. diseconomies  

C. both A and B  

D. none of these 

 

119.if there is a zero substitutability between capital and Labor the ISO quant is 

...... 

A. a straight line  

B. l shaped  

C. concave to the origin  

D. none of these 

 

120.The total amount of output produced is called.....  

A. total supply  

B. total product     

C .both A and B  

D. none of the above 

 

121.production function refers to...... of input into output  

A. market  

B. marginal product  

C. marginal cost  

D. Transformation 

 



122.addition made to total product by adding on extra unit of labour is defined as 

the .....of labour 

A average cost  

B. average revenue  

C. marginal product  

D. marginal sale 

 

123.a proportional increase in output in relation to the charge in input implies 

.......return to scale  

A. a straight line  

B. constant  

C. downward  

D. upward 

 

124.when percentage change in output is greater than that of input it is the 

phenomenon of ...... 

A. return to scale less 

B. increasing  

C. download  

D. upward 

 

125.when marginal product is zero total product is.....  

A. average  

B. less  

C. increased  

D. maximum 

 

126.labour economy is caused by ..... 

A. specialization  

B. level  

C. land  

D. interest 

 

127.when marginal cost per unit declines it is the cause of ..... 

A. managerial economics  

B. micro economics  

C. macro economics  

D. Indian Economics 

 

128.a double decker bus is an example of .....economy of increase dimension  



A. money  

B. technical  

C. capital  

D. labour 

 

129.a firm experiences....... economics of scale when its size expands.  

A. domestic  

B. external  

C. foreign  

D. internal 

 

130.localisation of industry confers....... economic  to the clustering firm . 

A. external  

B. domestic  

C. foreign  

D. internal 

 

131………….. refers to total product per unit of variable factor 

A. Production Cost 

B. Average Product 

C. Sales  

D. Profit 

132………….. is the functional relationship between physical input and output. 

A. Growth 

B. Less 

C. Profit 

D. production Function 

 

133.Economics of scale lead to…………..in cost of production. 

A. Reduction 

B. Short run 

C. Growth 

D. Medium 

 

134.The scale of Production can varied only in the…………… 

A. Demand 

B. Sales 

C. Profit  

D. Long run 

 



135……….Was initially called as the low of diminishing returns. 

A. Low of variable Praportion 

B. Sales Theory 

C. Cost Theory 

D. Account Theory 

 

136.The……….are the locus of points of an iso quants where the marginal product 

oif diminishing returns. 

A. Ridge Line 

B. Cost Line 

C. Marginal Line 

D. Average Line 

 

137.Production is very important …………….. 

A. Role 

B. Economic Activity 

C. Market 

D. Person 

 

138.The production function is the relationship between Input and………. 

A. Sales 

B. Market 

C. Output 

D. Cost 

 

139.Q……… 

A. Flow 

B. Element 

C. Physical 

 

D. Quantity of Output 

140.Short run is a period of time in which Factors are………….. 

A. Constant 

B .Medium 

C. Low 

D. downward 

 

141.Low of Variable Proportions theory given by………… 

A. Smith 

B. Maxwell 



C. Marshall 

D. Ricardo 

 

142.The term I so quant has been derived from …………… word. 

A. Roman 

B. Indian 

C. American 

D. Greek 

 

143.Expansion path is also known as…………. 

A. Scale Line  

B. Cost Line 

C. Average Line 

D. Marginal Line 

 

144.Economics is …………. 

A. Disadvantages  

B. Adventages 

C. Cost 

D. Revenue 

 

145.DES Means……………. 

A. Degree of economies of scope 

B. Degree of economies of cost 

C. Degree of economies  

D. Degree of economies of revenue 

 

146.In Long run all factors tend to be ………… 

A. Constant 

B. Straight 

C. Variable 

D. Downword 

 

147.Economics of scale lead to ……….in cost of production. 

A. Reduction 

B. Less 

C. Increases 

D Constant 

 

148.K=……………. 



A. Labor 

B. Capital 

C. Entrepreneur 

D. Money 

 

149.F=…………… 

A. Functional relationship 

B. Capital 

C. Land 

D. Money 

 

150.A Firm aims at maximum………… 

A. Loss 

B. Profit 

C. Market 

D. Economy 

 

 

151) Fixed cost is regarded as …………………….. cost. 

A) Unavoidable 

B) Variable  

C) Avoidable 

D) Invariable 

 

152) Electricity charges ,sales tax etc. are examples of ……………… cost. 

A) Fixed 

B) Variable  

C) Private  

D) Social 

 

 

153) ……………… is not related to the level of output. 

A) Total cost 

B) Total variable cost 

C) Total fixed cost 

D) Average cost 

 

154) ………………… is obtained by dividing TC by the level of output produced. 

A) Average Fixed cost 

B) Average Variable cost 



C) Total cost 

D) Total variable cost 

 

155) A firm’s …………….. is the sum of total fixed costs and total variable cost at 

each level of output. 

A) Average Fixed cost 

B) Average Variable cost 

C) Total cost 

D) Average cost 

 

156) The LAC curve is also referred as ……………… 

A) Envelope curve  

B) Planning Curve 

C) SMC Curve 

D) LMC Curve 

 

157) The rent of a factory is an example of …………………… 

A) variable cost 

B) Fixed Cost 

C) Total Cost  

D) Total Variable Cost 

 

158) Which of the following Curve is used for planning ………………… 

A) SAC 

B) SMC 

C) LAC 

D) LMC 

 

159)  Under constant costs conditions or constant returns to scale : 

A)  Economies of scale are continuously interacting 

B) LAC and LMC curve coincide 

C) LMC > LAC  

D) The management is steady 

 

160) The reduction in cost due to increase in efficiency is referred as 

…………………. 

A) Income effect 

B) Price effect 

C) Learning curve effect 

D) Others Curve 



 

161) The downward slope of LAC curve is subject to the ……………………….. 

A) Internal economies 

B) Economies and Diseconomies 

C) Internal Diseconomies 

D) External Diseconomies 

 

162) …………………. Causes  LAC curve to rise . 

A) Internal economies 

B) Economies and Diseconomies 

C) External Diseconomies 

D) External economies 

 

163) The learning curve slopes downward showing a …………………. In the cost 

per unit of output. 

A) Increase 

B) Decline 

C) LMC Curve 

D) SMC Curve 

 

164)  The Fundamental difference between economic cost accounting cost is :  

A) Conditional 

B) Psychological 

C) Academic 

D) Implicitly and Explicitly 

 

165) Fixed costs refer to :  

A) Contractual payments 

B) Labour Costs 

C) Out of pocket expenses 

D) Business payments 

 

166) At zero level of output , total cost of a firm is : 

A) Equal to zero  

B) Equal to variable costs 

C) Equal to total contractual  

D) Equal to marginal cost 

 

167) when average cost is maximum : 

A) Marginal cost is minimum 



B) Marginal cost is equal to average cost 

C) Marginal cost is also maximum 

D) Total cost is minimum 

 

168) The short run AVC curve moves upward owing to : 

A) Increasing returns to scale 

B) Rising overhead costs 

C) Diseconomies  

D) Diminishing returns 

 

169) Increasing long run average cost is attributed to : 

A) The firm’s experience of increasing returns 

B) The firm’s experience of economies of scale 

C) Decreasing returns to the scale 

D) increasing average variable cost curve  

 

170) When LAC curve intersect the LMC curve it implies : 

A) The point of increasing returns 

B) The optimum plant size 

C) The end of economies of scale 

D) The firm’s experience of increasing returns 

 

171) Division of labour result into : 

A) Rising costs 

B) Diminishing returns 

C) Labour Economy  

D) Economics of scale  

 

172) In long- run : 

A) All costs are variable 

B) Costs are divided into fixed variable costs 

C) Costs tends to constant 

D) Shape of LAC is always L  

 

173) ………………. Is the cost that has already been incurred and which cannot be 

recovered . 

A) Fixed cost 

B) Sunk cost 

C) Private cost 

D) Social Cost 



 

174) Break-even analysis compares total revenue with : 

A) Total profit 

B) Total cost 

C) Average cost  

D) Price 

 

175) Break-even analysis is used to determine how much quantity of its product it 

must sale to : 

A) Make profit 

B) Break-even 

C) Maximize profit 

D) Minimize profit  

 

176) Break-even point of a chart indicates : 

A) Zero point 

B) Heavy loss 

C) Large profit 

D) Small profit  

 

177) Assuming QB=Break-even quantity, TFC=total cost, P=price and AVC= 

average variable cost, algebraically . break-even formula is given as: 

A) QB=TFC ( P + AVC ) 

B) QB = TFC/cp – AVC ) 

C) QB= TFC/P 

D) QB=p/(TFC-AVC)  

 

178) Break-even analysis is also referred to as: 

A) Cost volume profit analysis 

B) Managerial decision technique 

C) Profit maximizing device 

D) Zero point 

 

179) ………………….. is known as no profit no loss point . 

A) Point of origin 

B) Marginal point 

C) Break-even point 

D) Zero point 

 

180) Safety Margin is the difference between ………………… 



A) TR and TC 

B) TR and TFC 

C) AC and MC 

D) Sales and BEP 

 

181) The difference between the actual sales and BEP is term as 

………………….. 

A) Safety margin 

B) profit margin 

C) Loss margin  

D) Total margin 

 

182) What total revenue is less total cost ( TR < TC ) the firm incur 

…………………… 

A) Profit 

B) Loss 

C) No profit No Loss 

D) Total Loss 

 

 

183) The Break-even point is influenced by ……………….. 

A) Price  

B) Average variable cost 

C) Fixed cost 

D) Total Loss 

 

184)  Marginal cost is also referred as …………………… 

A) Incremental cost  

B) Total Cost 

C) Average variable cost 

D) Fixed cost 

 

185) Fixed costs are ……………….. cost. 

A) Supplementary 

B) Prime 

C) Even 

D) External 

 

186)  Private cost is include in …………………… 

A) Others 



B) Even  

C) Odd 

D) Prime 

 

187) …………….. is total cost per unit of output. 

A) Average cost 

B) Average Variable cost 

C) Total cost 

D) Total variable cost 

 

188) Marginal cost is an ……………. Cost. 

A) Common  

B) Additional 

C) Fixed 

D) Internal 

 

189) ……………… is the summation of TFC and TVC. 

A) Average cost 

B) Average Variable cost 

C) Total cost 

D) Total variable cost 

 

190) A short run average cost curve is known as …………….. 

A) Plane Curve 

B) Surface Curve  

C) LMC  

D) SMC 

 

191)  In long run all costs are ………………… 

A) Variable 

B) Invariable 

C) Average Variable 

D) Total Cost 

 

192) ……………….. economies cause LAC curve to fall. 

A) External 

B) Internal 

C) Plane 

D) Variable 

 



193) Learning curve was developed by …………………. 

A) S.S. Albert’s 

B) Fences 

C) Adam Smith 

D) K.J. Arrow 

 

194)  Net ……………. Cause LAC curve to rise. 

A) Diseconomies 

B) Economies 

C) Micro  

D) Macro 

 

195) In long run all costs are………………… 

A) Variable 

B) Invariable 

C) Average Variable 

D) Total Cost 

 

196) BEA at break-even point indicate ………….. point. 

A) 0 

B) 1  

C) 5 

D) 2  

 

197) Break-even point a chart indicates …………………. 

A) Zero profit 

B) Total Profit 

C) Total Loss 

D) Zero Loss 

 

198) ………………. Economies causing downward shift of the LAC curve. 

 A) Diseconomies 

B) Economies 

C) Micro  

D) Macro 

 

199) ……………. Curve is regarded  as the long-run planning device. 

A) SAC 

B)SMC 

C) LMC 



D) LAC 

 

200) …………… remain fixed at any level of output in the short run. 

A) Fixed cost 

B) Total cost 

C) Average Cost 

D) Total variable cost 

 
 


