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d) Paul A. Samuelson
8. Match list-1 with list-11

PRACTICE PAPER - 20

. . List-1 List-11
1. If thetotal cost curveisplotted, marginal
cost can beillustrated by— (?)C)CE;%ZCted e 1'riﬁ\(g regae Pl
a) A U-shaped curve cutting the total cost F(Jb) Neo e g Aoareate demand
curve at its lowest point DroG %desssaly p'ricgg 9
b) The slope of atangent to the curve at any (0) Interaction of 3. Margind propensity
given output X
c) A straight line from the origin to the mid- aggregate supply to cons;tmg and d
point of the curve ?ggr?g € ceman
d) iA straight line cutting the curve at its (d) Change in tod 4ur|§;ggtisve demand
est point '
owest pomn consumption dueto
2. In case of recessionary condition, money small changein
demanded for speculative purposetendsto income
a) F;_;\II Codes:- €) (b) (© (d)
b) Rise a 1 2 3 4
¢) Remain constant b) 2 1 4 3
d) Can't say with certainty ) 2 1 3 4
3. Total sum of money or proceeds, which is d) 1 2 4 3

expected from the sale of the output at a
particular level of employment isknown as-
a) Aggregate demand price

b) Aggregate supply price

c) /Effective demand rice

d) /' /None of these .

9.A loss bearing firm will continueto produce
in theshort run solong asthe price at least
covers

y O a) Average variable costs
) b) Average fixed costs
N €)' AVC+AFC
d) Margina costs

4. ‘Thepricewhich isnecessary toretain a given
unit of afactor in a certain industry may be

called itstransfer earningsor transfer price.’ 10. LM curveis soped

Defined by a) Negative
a) Prof. Lipsey b) Positive
b) Alfred Marshall c) Horizontal
C) Robertson d) Vertica

d) Joan Robinson

5. 1S-LM theoryis 11. Which of thefollowing isnot correct?

@ Opposed to.Keynes and classical theory a) APC = %
b) Synthesisito Keynes and classical theory _AC
b) MPC =&
c) Closerte Keynestheory A
d) Closerto classical theory C) APC = -
6. Aggregate supply pricerefersto- d) APC+APS=1

)\ proceeds necessary from the sale of output
b) "expected proceeds from the sale of output
c) thelevel of employment

d) thelevel of full employment

12. Marginal cost curve
a) Hasthe shape of arectangular hyperbola
b) Hasthe shape of the alphabet U
c) Hasthe shape of theinverted U
7. “Theopportunity cost of using any factor is d) All of these
what iscurrently forgone by usingit,” This
definition of opportunity cost isgiven by—
a) Joan Robinson
b) Prof. Lipsey

¢) Marshal

13.In caseof IScurve,
a Md=Ms
b) Saving = Investment
¢) National Income = Consumption
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d) None of the above
14. The slope of the consumption function is

21. A concept which hasimportancein the
equilibrium analysis and thus economic

known as- analysisis

a) The aggregate consumption a) AFC

b) The average propensity to consume b) TFC

¢) Themarginal propensity to consume c) Opportunity Cost
d) Noneof these d MC

15. “ Steps downwards at first and then
upwards" it isthe movement of,
a) AVCcurve
b) TFC curve
¢) TVCcurve
d) TCcurve

22. Locus of those pairs of interest rate and
income level at which saving is egual toin-
terestiscalled
a) Savingcurve
b) Investment curve
c) IScurve
d) LM curve

16.In caseof LM curve,

a Md=Ms 23. In the consumption function, C=C, + cY, C

b) Saving = Investment represents-
¢) Nationa Income = Consumption a APC
d) None of the above b) MPC

C)..'Consumption at income zero

17. Wh|Ch Of thef0”0W|ng |S correct fOI’ a g'Ven d) Consumption at previous peak income

consumption function
C=Ca+cY?

24. To maximise profitsduring short run, a
Cq
a) ape = - + C.and mpc = ¢

\y firm should produce the output that will
)/ /o 2\ W E tl\be =| N a) M_inimize_marginal cost
@y b)" Yield maximum total revenue
c) Maximize marginal revenue
d) Equate margina revenue with margina
cost

C) apczcandmpczcy—“+c

d) apc=Cy—“+candmpc=Ca+c

25. Investment curve showstherelation
between
a) Income and investment
b) 1 ncome and consumption
c) Interest and Investment
d) Interest and Saving

18. The optimum output isthe one which is
produced
a) By the optimum firm
b) At die maximum average cost
c) At the minimum average cost
d) At zero margina cost

19. Locus of those pairsof interest rate and
incomelevel at which demand for money
equals the supply of money iscalled

26. Following information’sare given :
C=20+3/4Y,and Y =80 What isthe
value of APC?

a)..Investment curve a 0
b) \'Saving curve b) 1
c) IScurve ¢ 05
d) LM curve d) 0.075

20. In the consumption function, C = C, + cY,

27. Theprime cost may be considered as
Ca represents-

a) Variable cost

g A b) Direct cost

b) MPC S

¢) Consumption at income zero ©) . nk cost
d) Fixed cost

d) Consumption at previous peak income
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28. Difference between planning investment
and actual investment is called
a) Redlised Investment
b) Inventory
c) Export
d) Import

29. On the basis of the above example (Q. No.
26) the value of mpc will be
a 0
b) 1
c) 05
d) 0.75

30. An Iso-cost linerepresents—

a) Combinations of two inputs which yield
the same amount of output

b) Combinations of two inputs which cost the
same amount to afirm

¢) Combinations of two inputs which yields
varying amounts of output

d) Combinations of two inputs which cost
different amounts of outlay to afirm

31. Saving curve shows the relation between
a) /Income and consumption
b)/ /Income and saving >
c) Interest and Investment N
d) Interest and saving

32. Which of thefollowing isnot correct?

a) When income increases, the mpc and ape
both fall

b) When income falls, the mpc and ape both
increase

¢) When income increases, the mpc falls and
ape increases

d) When income increases, the mpc falls but
more than the ape

33. A firm may be considered to be of optimum
size when—
a)vItsfixed and average costs are equal
b) ‘lts average cost is at a minimum
C) Itstota cost and total revenue curve
coincide
d) Itisfaced with a horizontal demand curve

34.1S-LM curveisrepresented in the x-axis by
a) Interest rate
b) Income
¢) Consumption
d) Investment

— . — . — . — . — . — W S— O S— e S— e S— e E— S— —
Jp’
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35. Which of thefollowing isnot correct?

a)
b)
c)
d)

0<mpc<1
mpc+mps=0
apctaps=1
mpc+mps=1

36. Which of thefollowing market situations
explains marginal cost equal to pricefor
attaining equilibrium—

a)
b)
c)
d)

Perfect competition

Monopoly and imperfect competition
Oligopoly

Monopoly only

37.1S-LM curveisrepresented in the y-axis by

a)
b)
c)
d)

Interest rate
Income
Consumption
Investment

38. If APC > MPC at all levels of income, it
follows that-

a)
b)
c)
d)

MPS > APS at dl levels of income
MPS = APS at al levels of income
MPS < APS at dl levels of income
APC + APS>1

39. Minimum marginal cost occursat the
output where—

a)
b)

c)

d)

Thetotal product isat a maximum

The marginal product of the variable
factorsisat amaximum

The factors are combined in their best
possible proportion

The average product of the variable factors
isat amaximum

40. Investment curveisdownward sloping be-
cause of decreasein

a)
b)
c)
d)

Marginal efficiency of capital
Marginal productivity of capital
High capital output ratio

None of the above

41.1f C=20+0.90Y, then-

a)
b)
c)
d)

Average propensity to consumeis 20
Margina propensity to consumeis 20
Average propensity to save is 80
Autonomous consumption is 20
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42. TheM P of afactor— 49. The book ‘M oney, interest and Price' was

a) Isawayspositive written by

b) Isawayseither positive or zero a) J.R. Hicks

¢) Can be positive, negative or zero b) D. Pantinkin

d) Isaways negative c) W. Mitchell

d) M. Muller

43. A guideto Keyneswaswritten by

a) E. Shapiro 50. Match list-1 with list-11
b) A.H.Hansen List- List-11
¢) JR.Hicks (a) Absolute Income | 1. Duesenberry
d) Kalecki Hypothesis
(b) Relative Income | 2. Friedman
44. Equilibrium condition for a two sector Hypothesis
economy requires- (c) Permanent Income, 3. Keynes
a C=S Hypothesis
b) S=1I (d) Lifecycle 4. Ando and
) Y=S+1 hypothesis Modigliani
d C+S=S+1 Codes:- @< (b) (© (d
) 1 2 3 4
45. The LAC curveistangent to the lowest b) 2 1 3 4
point on the SAC curveswhen theLAC e) 3 1 2 4
curveis o) 3 1 4 2
a) Falling
b) Risng 51. Short-run cost curve areinfluenced by
¢) Atitsminimum W @) Principle of returnsto scale
SN ¢) " Externa and internal economies and

46. Mr. Keynes and Classicals was writtendy diseconomies

a) J.R. Hicks d) None of these

b) M. Friedman

c) D.Dillard 52. Unsold .stock isa part of
d) R. Stone a) Planned investment

b) Actual investment
c) Both(a) & (b)
d) Ncne of the above

47. In two sector economy, aggr egate spending
function shiftsupward or downward dueto
shift of-

a) Consumption function
b) Investment function
¢) Both (A) and (B)

d) Noneof these

53. According to absolute income hypothesis
consumption function is-
a) Non-linear
b) Linear but non-proportional
c) Proportional

48. The lowest point of the TC curveis d) Linear and proportional

a) Y Theleft of the lowest point of the AVC

curve _ 54.1f ATC curveisarising straight lines, then
b) Theright of the lowest point of the AVC as output expands, M C curve will

curve _ a) Liebelowthe ATC
c) The same asthelowest point of AVC b) Both will be the same

curve

c) Lieabovethe ATC curve

d) Any of the above

|
|
|
|
|
|
|
|
|
|
|
|
d) / None of the above '| ] b) Law of variable proportions

|
|
|
|
|
|
|
|
|
|
d) None of these |
|
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55. A risein absolute income, ceteris paribus,

will led to a-

a) Decreasein the fraction of that income
devoted to consumption

b) Increase in the fraction of that income
devoted to consumption

¢) Decreasein fraction of that income
devoted to saving

d) Increased proportion of both consumption

and saving

56. The supply curvefor the short-run
competitivefirm isthe same as
a) Marginal cost curve
b) Average variable cost curve

c) That part of the MC curve which equals or

Is greater than AVC
d) Averagetota cost curve

57. Which of the following are the motives for
holding money according to Liquidity

preference

a) Transaction motive
b) Speculative motive
¢) Both(a) & (b)

d) / None of the above

a) The changein absolute income

b) The changein permanent income

¢) Thechangein factors other than income
d) Thechangein relative income

59. Holding money for contingency situationsis

called

a) Transaction motive
b) Precautionary<motive
C) Speculative'motive
d) None of the-above

60. Thelong-run consumption function is-
a) Proportiona
b)=Non-proportional
c¢) yNot related to income
d) Determined by the factors other than
income

61. When the law of diminishing returns begins

to operatethe TVC curve beginsto-
a) Fall at anincreasing rate

b) Riseat adecreasing rate

c) Fall at adecreasing rate

d) Riseat anincreasing rate

58. Shift in the consumption function is causédlby

MACRO ECO]hOMICS PGTRB COACHING

62. Which of thefollowing isa part of specula-
tive demand
a) Investment in shares
b) Bank deposit
¢) Hoarding
d) None of the above

I

I

I

! 63. Therelativeincome hypothesis of con-

i sumption function is propounded by-
a) Keynes

. ) Key

: b) Duesenberry

! c) Friedman

i d) Ando and Modigliani

I

I

I

I

I

64. The advertisement cost isincluded in-
a) Fixed cost
b) Sometimesin fixed cost sometimesin
variable, cost
c) Alwaysin variable cost
d) Never included in variable cost

65T he" Life Cycle Hypothesis', of Albert
Ando and Franco modi Gilani explainsthe
differences
y O a) - Cyclical and long run Investment function
| b) Current income and current saving
c) Cyclical and long run consumption
d) Current income and current investment
function

66. The permanent income hypothesis of con-
sumption function is propounded by-
a) Keynes
b) Dusenberry
c) Friedman
d) Ando and Modigliani

67. Wheretheleading firmsin an industry
combine to pursue a common policy in their
interests, but retain their separate
identities, such a combination is generally
known as—

a) Trust

b) Cartel

¢) Joint-stock company
d) Holding company

68. Transaction in financial assets cause
a) Anincreasein national income
b) A decreasein nationa income
c) Keep national income constant
d) None of the above
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69. Thelife cycle hypothesis of consumption
function is propounded by-
a) Keynes
b) Duesenberry
¢) Friedman
d) Ando and Modigliani

70. MC isgiven by—
a) Theslope of the TFC curve

b) The slope of the TV C curve but not by the

slope of the TC curve

¢) Thesdlope of the TC curve but not by the
slope of TVC curve

d) Either the slope of the TV C curve or the
slope of the TC curve

71. Which isthemost liquid asset?
a) Shares
b) Bonds
¢) Saving accound deposit
d) Fixed deposit

72. Keynes absolute income hypothesis was
developed by-
a) 'Duesenberry
b) / Tobin and Smithies
¢) / Friedman
d) Harrod

73. All of the following curves are U-shaped
except—
a) TheAVC curve
b) The AFC curve
¢) TheAC curve
d) TheMC curve

74. Relation betweensincome and transaction
demand for maney is
a) Propartional
b) Reverse
c) Dis-proportional
d)=None of the above

75, Monetarist economicsisrevival of
a) Classical economics
b) Keyneseconomics
¢) Institutional economics
d) None of the above

MACRO ECONOMICS
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76. Match list-l1 and list-11

List-I List-l1

(a) Employment multiplier | 1. Keynes

(b) Ratchet Effect 2. Kahn

(c) Real Balance effect 3. Patinkin

consumption

Codes:- @ (b) (© (d)
a) 1 2 3 4
b) 2 3 4 1
C) 3 4 1 2
d) 2 4 3 1

(d) Psychological Law of 4.Duesenberry

77.In all formsof imperfect competition the

aver age revenue curve, facing the individual
firm slopes—

a) Upward

b) Downward

c) Horizontally

d) Verticaly

78. Keynestheory isbasically formulated for

a) Depression

b) Recession

c). Boom

d) Noneof the above

79. The concept of “previous peak level of

consumption and income” is given by-
a) Keynes

b) Duesenberry

¢) Friendman

d) Ando and Modigliani

80. If marginal cost isabove average variable

cost at atimewhen output isrising, then—
a) Averagetota costisfalling

b) Averagevariable cost isrising

c) Averagevariable cost isfalling

d) Averagetotal revenueisrising

81. According to Duesenberry’srelativeincome

hypothesis, asthe level of incomerisestoits
previous peak and pushes on to higher
ground consumption will follow-

a) The short-run consumption curve

b) The long-run consumption curve

c) Either (A) or (B)

d) Both (A) and (B)
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82. Normal profitsare considered as
a) Explicit costs
b) Implicit costs
c) Socia costs
d) Private costs

83. Monetarist economics was dominated by
a) Keynes
b) Milton Friedman
¢) R. Solow
d) Hansen

I
I
I
I
I
84. Consider thefollowing equation: I
C=Y (b-c) + cy Where, Y isthe peak |
level of incomeand y isthecurrent level of :
income. If incomeissteadily attaining new |
peaks during prosperity, then the above '
consumption will become- |
a) Proportional .
b) Non-proportional |
c) Non-linear .
d) Any of these |
I

I

]

I

I

I

I

I

I

85. Opportunity costs are also known as—
a) Spill-over costs
b) Money costs
¢) / Alternative costs '
d) ' Externa costs

86. Thegreatcontribution of Monetarist
economists to economics was their
consider ation of
a) Income
b) Saving
¢) Wedth
d) All the above

87."“ A family with any given level of income will
typically spend more on consumption if it
livesin a community in which that incomeis
relatively low than if it livesin a community
in which that incomeisrelatively high.” This |
phenomenon isdescribed by Duesenberry as
a)\ Weadlth effect
b) "Demonstration effect
¢) Ratchet effect
d) Income effect

88. At the point where a straight line from the
origin istangent tothe TC curve, AC
a) isminimum
b) EquasMC
¢) EquasAVCplusAFC
d) all of the above

PGTRB COACHING

89. In taking money demand, Keynes defined

Money demand as

a) Cash + Timfe deposit

b) Cash + Demand deposit

c¢) Cash + high powered money
d) Cash + saving with post office

90. “ Asincome falls, consumption declines but

proportionately lessthan the decreasein
income because the consumer dissaveto
sustain previous standard of living”. Thisis
called-

a) Wedlth effect

b) Demonstration effect

c) Ratched effect

d) Income effect

91. Theslopeof the TVC or total cost curve

indicatesthe

a) Margina revenue
b). ‘Average cost

€) /Margina cost

d) Variable cost

92, Real national income will increaseif

a) Money demand increase
b) Money supply increase
c) Investment increase

d) Savingincrease

93. Per manent income, according to Friedman,

includes-

a Human wealth

b) Non-human wealth
¢) Both (A) and (B)
d) Either (A) or (B)

94. The general average curveisalso known as

a) Tota unit cost curve

b) Averagetotal unit cost curve

c) Tota marginal unit cost curve
d) Total variable unit cost curve

95. In Islamic economics, interest payment is

a) Encouraged
b) Ignored

¢) Discouraged
d) Prohibited
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96. Per manent consumption is a function of-

1. Therate of interest.

2. Theratio of property and non-property
income to total wealth.

3. The consumer’ s propensity to consume.

a) only2

b) onlyland2

c) only2and3

d 1,2and3

97. Even if costsincrease,’ the MC remains

unaffected, the cost is
a) Variable cost

b) Fixed cost

c) Total fixed cost

d) Average cost

98. Which of thefollowing ismost realistic

99.

100.

a) Classica

b) Keynes

c) ISLM

d) None of the above

Which of thefollowing is/are not correct

regarding Friedman’s permanent income

hypothesis?

1. There s no correlation between transitory ™

and permanent incomes.

2. Thereis no correlation between permanent

and transitory consumption.

3. Thereis no correlation between transitory

consumption and transitory income.

4. Only differences in permanent income affect

consumption systematically.
a) land2only
b) 3and4only
c) 2only
d) Noneof these

The framewor k of macro-economic theory
is so developed asto provide solution to the:

a)wproblemsrelating to the allocation of
fesources between the production of
consumer’ s goods on the hand, and the
production of capital goods on the other.

b) problemsrelating to the growth of
productive capacity.

c) problems concerning the relation between

international trade and the levels of
employment, prices, and growth in the
economy.

d) al of the above.
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