ASSIGNMENT I
PGDM (supported by e-learning) (Module I)

eGM04 – Managerial Economics

Time : 2 hours




                                                       Maximum Marks : 100

Attempt all questions.  All questions are compulsory and each question carries 2 marks.  No negative marking is there.

1.
Opportunity cost is a term which describes:-


a)
A bargain price for a factor of production


b)
cost related to an optimum level of production


c)
Average variable cost


d)
cost of one product in terms of production of others for gone

2.
On a linear demand curve two points A (Q = 2500 and P = 10) and B (Q = 1500 and P = 20) have been identified.  The demand function is:-


a)
Q = 3500 – 100 P


b)
Q = 3000 – 50 P


c)
Q = 2500 – 150 P


d)
None of these

3.
In a typical demand schedule, quantity demanded – 


a)
Varies directly with price


b)
Varies indirectly with price


c)
Varies inversely with price


d)
Is independent of price

4.
the demand function is given by P = 15 – 0.0025Q.  at P = 12, the demand is

a) Unitary elastic

b) Indeterminate

c) Elastic

d) Inelastic

5.
A production function is used by management to know – 


a)
the amount  of input to buy


b)
the amount of input to use


c)
the amount of output per unit of each input


d)
the amount of output using all inputs efficiently.

6.
An isoquant is – 


a)
the least-cost combination of inputs


b)
A locus of input combinations that gives rise to the same level of output

c)
A locus of input combinations of factor inputs that the firm can buy with a given outlay and factor can buy with a given outlay and factor prices.


d)
None of these.

7.
Which of the following would indicate that price is temporarily above its market equilibrium-


a)
there are a number of producers who are left with unwanted inventories

b)
there are number of customers who must be placed on waiting list for the product


c)
firms decide to leave the market 


d)
all of the above

8.
Compared to last year, more LCD sets are being bought which the selling price has fallen.  This could have caused by


a)
An exception to the law by demand 


b)
An increase in supply


c)
An increase in demand


d)
A decrease in supply

9.
An increase in supply -

a) will cause the supply curve to shift to left

b) could be caused by a decrease in the price of necessary factors of production

c) means seller will produce less at any price

d) will cause quantity demanded to fall

10.
Annual demand and supply for computer company is given by -


Qd
5000 + .5I + .2A – 100P


Qs
- 5000 + 100P


Q is the quantity per year


P is price


I is income and A is advertising expenditure


Given than A = $ 10,000    I = $25,000.  what is the equilibrium price and quantity?


a)
Q = 7,250

P = $122.50


b)
Q = 19500

P = $100


c)
Q = 5000

P = $135


d)
impossible to find

11.
If an increase in the price of a commodity does not change the total revenue from the sales of that commodity, we infer that the price elasticity for the commodity is – 


a)
Highly elastic


b)
Highly inelastic


c)
unitary elastic


d)
not determinable

12.
In long run, a profit-maximizing firm will choose to exit a market when -

a) average fixed cost is rising

b) revenue from production is less than average variable cost

c) marginal cost exceeds marginal revenue at current level of production.

d) None of the above

13
Which of the following represent cobb– Douglas production function


a)
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14.
Marginal cost cure cuts the average cost curve

a) at the left of its lowest point

b) at its lowest point

c) at the right of its lowest point

d) none of the above

15.
Which of the following is an implicit cost:

a) wages paid to its employees

b) rent paid for hired equipment

c) depreciation charged on company-owned equipment

d) taxes on property owned by the company

16.
Given the cost function 
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, the marginal cost for X = 10 is:

a) Rs 5

b) Rs 10

c) Rs 15

d) Rs 20

17.
The U-shapedness of the long-run average cost curve reflects

a) the law of variable proportions

b) the technological changes

c) the law of returns of scale

d) none of these

18.
To economists, the main difference between the short-run and the long-run is that:


a)
in the short-run all inputs are fixed, while in the long-run all inputs are 


variable.


b)
in the short-run the firm varies all of its inputs to find the least cost 


combination of inputs.


c)
in the short-run, at least one of the firm’s input levels is fixed.


d)
in the long-run, the firm is making a constrained decision about how to use 

existing plant and equipment efficiently.

19.
Which of the following is the best definition of the “production function”?


a)
The relationship between market price and quantity supplied.


b)
The relationship between the firm’s total revenue and the cost of 



production.

c)
The relationship between the quantity of inputs needed to produce a level of output.


d)
The relationship between the quantity of inputs and the firm’s marginal 


cost of production.

20.
The price elasticity of demand is defined as the responsiveness of:


a)
price to a change in quantity demanded.


b)
quantity demanded to a change in price.


c)
price to a change in income.


d)
quantity demanded to a change in income.

21
Suppose the price of movies seen at a theater rises from $12 per couple to $20 per 
couple.  The theater manager observes that the rise in price causes attendance at a 
given movie to fall from 300 persons to 200 persons.  What is the price elasticity 
of demand for movies?


a)
.5




c)
1.0


b)
.8




d)
1.2

22.
Which of the following is true of the relationship between the marginal cost 
function and the average cost functions?


a)
If MC is greater than ATC, then ATC is falling.


b)
The ATC curve intersects the MC curve at minimum MC.


c)
The MC curve intersects the ATC curve at minimum ATC.


d)
If MC is less than ATC, then ATC is increasing.

23.



What the above diagram shows:


a)
Increasing return to scale


b)
Decreasing return to scale


c)
Constant return to scale


d)
None 

24.
The “law of diminishing returns” applies to:


a)
the short-run, but not the long-run.



b)
the long-run, but not the short-run.


c)
both the short-run and the long run.


d)
neither the short-run nor the long-run.

25.
Which of the following statements is correct concerning the relationships among the firm’s total cost functions?


a)
TC = TFC – TVC


c)
TFC = TC – TVC


b)
TVC = TFC – TC


d)
TC = TVC – TFC

26.
A firm’s “shut-down” point is reached when:-

a) Average revenue fails to cover average total cost.

b) Average revenue fails to cover average variable cost

c) Average revenue fails to cover marginal cost

d) Marginal revenue fails to cover marginal cost

27.
The term monopoly refers to market where there is only

a) one buyer

b) one seller

c) foreign monopolist

28.
Which is the most important factor that will determine whether advertising by manufacturer will lead to higher sales:

a) the product can be differentiated

b) demand is elastic

c) the product is branded

29.
The kinked demand curve in Sweezy’s model of oligopoly emerges because of the assumption that:

a) when one seller increases or decreases his price, others follow.

b) When one seller increases his price, others decrease their prices.

c) When one seller decreases his price, others follow him

d) Others follow when one seller decreases his price but others do not follow when he increases his price.

30.
A comparison of monopoly and cartel reveals that:


a)
Like monopoly, cartel also maximizes revenue of its members


b)
Monopoly and cartel differ in the manner they reach their pricing decisions


c)
Unlike monopoly, all members of cartel maximize their profits.


d)
None of the above.

31.
Which of the following is not the necessary condition for price discrimination to 
be possible?


a)
Different markets must be separable for a seller.


b)
Elasticity of demand must be different in different markets.


c)
There must be effective separation of sub-markets so that no reselling can 


take place from a lower price market to a higher price market.


d)
Demand curve for each market should up upward sloping curve.

32.
The belief of agents that the market price is given and their actions do not 

influence the market price is true for-


a)
Perfect Competition


b)
Monopoly Market


c)
Monopolistic Competition

d)
Oligopoly

33.
If a perfectly competitive firm currently produces where price is greater than marginal cost it

a) will increase its profits by producing more

b) will increase its profits by producing less

c) is making positive economic profits

d) is making negative economic profits

34.
When a perfectly competitive firm makes a decision to shut down, it is most likely that 

a) price is below the minimum of average variable cost

b) fixed costs exceed variable costs

c) average fixed costs are rising

d) marginal cost is above average variable cost

35.
When firms have an incentive to exit a competitive market, their exit will

a) drive down market prices

b) drive down profits of existing firms in the market

c) decrease the quantity of goods supplied in the market

d) all of the above are correct

36.
In a perfectly competitive market, the process of entry or exit ends when

a) firms are operating with excess capacity

b) firms are making zero economic profit

c) firms experience decreasing marginal revenue

d) price is equal to marginal cost.

37.
Equilibrium quantity in markets characterized by oligopoly are

a) lower than in monopoly markets and higher than in perfectly competitive markets

b) lower than in monopoly markets and lower than in perfectly competitive markets

c) higher than in monopoly markets and higher than in perfectly competitive markets

d) higher than in monopoly markets and lower than in perfectly competitive markets

38.
Suppose several firms in a purely competitive industry begin to experiment slightly with their product design which allows them to modestly increase their prices industry would now more closely resemble - 

a) pure monopoly

b) oligopoly

c) monopolistic competition 

d) competitive monopoly

39.
Use the following diagrams to answer the following question.
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Refer to the diagrams. Zero long-run economic profits are most likely to occur in markets illustrated by:

a) Figure B only

b) Figures B and C

c) Figures C and D

d) Figures B and D

40.
In which market structure(s) will price exceed marginal revenue?

a) differentiated oligopoly and monopoly only

b) standardized oligopoly and pure competition only

c) monopolistic competition and monopoly only

d) monopolistic competition, oligopoly, and monopoly

41.
Suppose only three airlines service a particular route.  One of the airlines typically signals its price intention through a daily posting on its internet site, which the other two quickly match.  This best describes:

a) cost-plus pricing

b) price leadership

c) cartel

d) game theory

42.
Cartels are more difficult to sustain:

a) the smaller the number of firms in the cartel

b) the more similar their cost structures

c) the more difficult for new firms to enter into the industry

d) during a recession

43.
Compared to a purely competitive firm with the same cost structure, a monopolistically competitive firm will typically:

a) achieve only allocative efficiency

b) achieve only productive efficiency

c) produce less and charge a higher price

d) produce more and charge a lower price

44.
Firms in purely competitive marks differ from those in monopolistically competitive markets in that only the latter:

a) achieve allocative efficiency

b) produce with excess capacity in long-run equilibrium

c) equate marginal revenue and marginal cost to maximize profits

d) can freely enter the industry

45.
In an oligopolistic industry:

a) firms behave strategically

b) output is produced at minimum average total cost 

c) firms make price and output decisions without regard to the responses of their rivals

d) high profits will attract many new entrants to the industry

46.
In Baumol’s theory of the firm, the firms are:-

a) solely motivated to increase sales revenue 

b) solely motivated to maximize market share

c) aiming at maximizing sales subject to minimum acceptable profit

d) none of these

47.
In Marris theory of the firm:-

a) managers aim at maximization of growth rate

b) managers are prepared to take risk to fulfil the owner’s objective

c) manager’s completely ignore current profits

d) none of these

48.
Which of the following may transform an industry from oligopoly to monopolistic competition?

a) entry

b) takeover

c) exit

d) acquisition

49.
Price discrimination -

a) occurs whenever a good or service is resold

b) is prohibited by law

c) occurs when a seller charges two or more prices for the same good or service

d) occurs when the seller charges different prices for different quality products

50.
Which of the following characteristics are inconsistent with monopolistic competition?

a) large number of buyers and sellers

b) free mobility of factors

c) homogeneous products

d) free entry & exit

e) differentiated product

2K





K





L





2L





3X





X





C


A


P


I


T


A


L





LABOUR








_1393148417.unknown

_1393148419.unknown

_1393148420.unknown

_1393148418.unknown

_1393148415.unknown

