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2012
MANAGERIAL ECONOMICS ( MICRO )

Time Allotted : 3 Hours Full Marks : 70

The figures in the margin indicate full marks.

Candidates are required to give their answers in their own words

as far as practicable.

GROUP – A

( Multiple Choice Type Questions )

1. Choose the correct alternatives for the following :
10  1 = 10

i) A consumer consuming three goods, A, B and C, is in

equilibrium when MU(A) = MU(B) = MU(C) under which

of the following conditions ?

a) Prices of A, B and C remains constant

b) Prices of three goods are equal

c) Prices decrease with decrease in MU

d) None of these.

ii) Suppose price of a commodity falls and its demand

increases so much that elasticity is estimated to be

1.25. Suppose price increases back to its old level. The

price elasticity will be

a) the same b) less than 1.25

c) more than 1.25 d) none of these.
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iii) Suppose a monopoly facing a negative demand curve

has its price fixed at Rs. 100 where e = 1, which one is

correct ?

a) MR = Rs. 50 b) MR = Rs. 100

c) MR = Rs. 0 d) MR = Rs. 200.

iv) When price of a factor changes, factor proportion

changes due to

a) substitution effect b) output effect

c) profit effect d) all of these.

v) Expansion path is a straight line when production

function is

a) Homogeneous b) Non-homogeneous

c) Of any form d) None of these.

vi) If the price consumption curve is horizontal, the price

elasticity of demand for x [ the price of which has falls ]

would be

a) Zero b) One

c) Infinity d) Less than one.

vii) When the price elasticity of demand is unity, the

marginal revenue would be

a) less than zero b) equal to zero

c) equal to one d) greater than one.
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viii) A consumer consuming two commodities X and Y, is in

equilibrium when

a) MUx/MUy = Py/Px

b) MUx/MUy = Px/Py

c) MUy/MUx = Px/Py

d) none of these.

ix) If in a purely competitive market with downward

sloping demand and upward rising supply curves, a

specific excise tax per unit of output is imposed, then

a) price rises by the amount of the tax

b) the price rise is less than the amount of tax

c) the price rise is greater than the amount of tax

d) price remains the same.

x) Minimum marginal cost occurs at the output where

a) the total product is at a maximum

b) the marginal product of the variable factor is at

maximum

c) the factors are combined in their best possible

proportions

d) the average product of the variable factors is at a

maximum.

GROUP – B
( Short Answer Type Questions )
Answer any three of the following. 3  5 = 15

2. "Profit is a dynamic surplus". Discuss.

3. Illustrate graphically that price is determinate and stable in

Cournot's model.
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4. "Externalities result in overproduction as well as

underproduction". Explain.

5. Why supply curve is absent in monopoly market ? Explain.

6. State the law of Diminishing Marginal Utility. What are the

assumptions behind this law ?

GROUP – C
( Long Answer Type Questions )
Answer any three of the following. 3  15 = 45

7. a) Adverse selection is the direct result of asymmetric

information. True of false ? Explain.

b) How can be the problem of adverse selection is

overcome ? 9 + 6

8. What do you mean by cardinal approach and ordinal

approach in consumer behaviour ? Describe the difference

in these two approaches. 6 + 9

9. Write the difference between return to variable factor and

return to scale. Show why average cost curve is U shaped in

the short run. 10 + 5

10. Define demand forecasting. Discuss briefly the various

techniques adopted by firms to forecast demand for their

product. 5 + 10

11. What are selling cost ? How are these affect equilibrium of a

firm operating under imperfect competitive market. Explain

the concept of excess capacity in this market. 5 + 5 + 5
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