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Introduction 

A one day workshop on revised syllabi of Business Economics Semester I and II of First year 

B.Com of Mumbai University introduced w.e.f. 2016-17 has been conducted at Mulund College of 

Commerce on 23rd July 2016. In total 161 faculty from various colleges affiliated to University of 

Mumbai attended the day long workshop. The draft question bank on objective type of questions 

has been prepared by the Chairperson Board of Studies Principal. Parvathi Venkatesh and taken up 

for detailed discussion. Following an exhaustive analysis on paper pattern and syllabi of both the 

semesters, it was decided to upload the objective questions discussed in the workshop on the 

college website for the use of faculty and students of First year B.Com of all colleges.  

 

Date: 25th July 2016       Dr. Parvathi Venkatesh 

Place: Mumbai        Principal, 
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University of Mumbai 

Choice Based Credit System  

Revised syllabus of First Year B.Com. 

Business Economics Paper I  

Objective type Questions 

____________________________________________________________ 

 Unit I Unit II  

Scope and importance of Business Economics & Demand Function  

I Multiple Choice Questions: 

1. In Business Economics the central problem is: 

a. Allocation.   
b. Consumption.    
c. Scarcity.   
d. Money.   

 

2. Business economics is not concerned with the behavior of:  
a. Aggregate demand.   
b. Consumers.   
c. Industries.   
d. Firms.  

 

3. If marginal benefit is greater than marginal cost, a rational choice involves:  
a. More of the activity.   
b. Less of the activity.   
c. No more of the activity.   
d. More or less, depending on the benefits of other activities.  

  

4. The opportunity cost of a particular activity  

a. is the same for everyone pursuing this activity 

b. may include both monetary costs and forgone income 

c. always decreases as more of that activity is pursued 

d. usually is known with certainty 
 

5. When the decrease in the price of one good causes the demand for another good to decrease, the 
goods are:  

a. Normal   
b. Inferior   
c. Substitutes   
d. Complements  

 
6. Suppose the demand for good Z goes up when the price of good Y goes down. We can say that 
goods Z and Y are:  

a. Substitutes.   
b. Complements.   
c. Unrelated goods.   
d. Perfect substitutes.  

 

7. If the demand for coffee decreases as income decreases, coffee is:  



a. An inferior good.   
b. A normal good.   
c. A complementary good.   
d. A substitute good.  

 
8.  The demand curve will shift to the left for most consumer goods when  

a. Incomes decrease.   
b. The prices of substitutes fall.   
c. The prices of complements increase   
d. All of the above.  

 
9. If the price of a complement increases, all else equal, 

a. Quantity demanded will increase.   
b. Quantity supplied will increase.   
c. Demand will increase.   
d. Demand will decrease.  

 

10. If input prices increase, all else equal, 

a. Quantity supplied will decrease.   
b. Supply will increase.   
c. Supply will decrease.  

d. Demand will decrease.  

11. The concept of changing one variable at a time is associated with  

a. Problem of Choice    
b. Other things being equal    
c. Opportunity cost  

d. None of the above   

 

12. Which of the following will cause a change in quantity supplied?  
a. Technological change.   
b. A change in input prices.   
c. A change in the market price of the good.   
d. A change in the number of firms in the market.  

 
13.  Two explanations for the law of demand are 

a. Price and quantity effects.   
b. Substitution and income effects.   
c. Opportunity cost and substitution effects.   
d. Substitutes and inferior goods.  

 
 

14. If the price elasticity of demand for a good is .75, the demand for the good can be described as:  
a. normal   
b. elastic   
c. inferior   
d. Inelastic.   

 

 
15. When the price of a product is increased 10 percent, the quantity demanded decreases by 15 

percent. In this range of prices, demand for this product is:   
a. elastic   
b. inelastic   
c. Cross-elastic.   
d. Unitary elastic.  

 
16. If the price elasticity of demand for a product is equal to 0.5, then a 10 percent decrease in 
price will:   

a. Increase quantity demanded by 5 percent.   
b. Increase quantity demanded by 0.5 percent.   



c. Decrease quantity demanded by 5 percent.   
d. Decrease quantity demanded by 0.5 percent.  

 

 17. The price elasticity of demand will increase with the length of the period to which the demand 

curve pertains because:  
a. Consumers' incomes will increase.   
b. the demand curve will shift outward.   
c. all prices will increase over time.   
d. Consumers will be better able to find substitutes.      

  
18. Three factors that affect the numerical value of the price elasticity of demand are the 

a. availability of substitutes   
b. time period of analysis   
c. proportion of budget   
d. All of these  

 

19. Cross elasticity of demand is:  
a. negative for complementary goods  
b. Unitary for inferior goods.   
c. negative for substitute goods   
d. Positive for inferior goods.  

 

20. A positive cross elasticity of demand coefficient indicates that:   
a. a product is an inferior good.   
b. a product is a normal good.   
c. Two products are substitute goods.   
d. Two products are complementary goods.  

 
 21. If it is observed that, in a particular market, price has risen and quantity  

       exchanged has increased, it is likely that:  
a. Supply has increased.   
b. Supply has decreased.   
c. Demand has increased.   
d. Demand has decreased.  

 
22. A long-run demand curve, as compared to a short-run demand curve  
     for the same commodity, is generally:  

a. more elastic   
b. less elastic   
c. of the same elasticity   
d. none of the above.  

  
23.  If demand is price elastic, then:  

a. a rise in price will raise total revenue.   
b. a fall in price will raise total revenue.   
c. a fall in price will lower the quantity demanded.   
d. a rise in price won't have any effect on total revenues.  

 

24. The price elasticity of demand generally tends to be:  
a. Smaller in the long run than in the short run.   
b. Smaller in the short run than in the long run.   
c. Larger in the short run than in the long run.   
d. Unrelated to the length of time.  

 

25.  The demand for a commodity is said to be elastic, if the total amount spent on it is 

a. Less when price is low than when price is high 

b. More when price is low than when price is high. 



c. The same whether the price is high or low. 

 

 
26.  The estimation of consumer demand by monitoring actual purchasing and consumption 
behavior by a sample of consumers is called the 

a. consumer survey approach.   
b. observational research approach.  
c. consumer clinic approach.  
d. market experiment approach..  

 

27. The estimation of consumer demand by questioning a sample of consumers is referred to as the 

a. consumer survey approach.  

b. observational research approach.  

c. consumer clinic approach.  

d. market experiment approach..   

  
28. Delphi method is used for 

a. Judgmental forecast 
b. Time series forecast 
c. Associative model 
d. All of the above 

 
29. Which of the following methods makes use of Historical data and Demand determination to 

forecast demand?  

a. Market experiments 

b. Consumer survey 

c. End use 

d. Statistical  

  

30. Demand forecasting is always ------ 

a. Unreliable  

b. Accurate  

c. Conditional   

d. None of the above   

 

 31. The coefficient of determination 

a. Is maximized by ordinary least squares.  

b. has a value between zero and one.  

c. Will generally increase if additional independent variables are added to a regression 

analysis. 

d. All of the above are correct.  

a. Increase in price by one unit.  

b. Decrease in A by two unit. 

c. Increase in Y by Rs. 1000. 

d. None of the above. 

 

33. At what price the firm ‘prices itself out of the market’, given the demand function is  

Q = 2000 – 100   

a. P = 100 

b. P= 0 

 

  

 32. Demand function of a firm is Q=1000-1P+2A+0.001Y  

(Where Q is quantity, P is price, A is advertising Expenditure and Y is income) 

 The firm management knows from this function that quantity demanded increases by one unit if the  

 only change is 



c. P= 200 

d. P= 400  

e. None of the above  
 

34.  By increase in demand we mean 

a. Demand curve Shifts to the right  

b. Movement downward on a demand curve. 

c. Movement upward of a demand curve. 

d. Demand curve Shifts to the left 

 

35. Demand is less elastic if  

a. Many close substitutes are available. 

b. Consumer has got enough time to adjust fully to change in price. 

c. The product is having a number of alternative uses. 

d. None of the above. 

 

36. An example for derived demand is demand for   

a. Pen and ink. 

b. Wool and mutton. 

c. Petrol and car. 

d. None of these. 

 

37. The demand for a commodity is said to be elastic if the total amount spent on it is   

a. Less when the price low than the price is high. 

b. More when the price low than the price is high. 

c. The same whether the price is high or low. 

 

38. Point A and B are marked on a linear Demand Curve – their quantity price coordinates being 

(1000,0) and (0, 50) the equilibrium of demand curve is  

a. 2000 – 10 p. 

b. 1000 – 20 p. 

c. 500 – 40 p. 

d. None of the above 

 

 

II Validate the following statements:  

1. If price elasticity of demand assumes the value of minus 2.06, it can be said that demand is 

inelastic. 

2. If demand of the product is price elastic, increase in price will not be as gainful as 

maintaining the price.  

3. The better the available substitutes for a commodity, the lesser its price elasticity of 

demand is likely to be less. 

4. Change in demand means an increase or a decrease in demand. 

5. Demand curve is always negatively sloping.  

6. A decrease in price of complementary product shall increase the demand for the given 

product.  

7. Substitutes have negative cross elasticity of demand.  

8. Contraction of demand takes place due to unfavorable changes in “Ceteris Paribus” 

condition. 



9. If the demand of a product is price elastic, increase in price will not be as gainful as 

maintaining the price.  

10. Income elasticity of demand can be positive or negative. 

11. For new products past data is variable for forecast demand  

12. Surveys and opinion polls are qualitative techniques. 

13. A time series that displays regular seasonal variation is said to exhibit cyclical fluctuation. 

14. The Delphi method generates forecasts by surveying consumers to determine their 

opinions.  

15. Time-series analysis is particularly useful for forecasting turning points in time-series data. 

16. The use of an estimated demand equation to forecast demand is an example of econometric 

forecasting  

 

III) Conceptual Questions 

1. Business Economics 

2. Total, Average, Marginal concepts 

3. Equilibrium 

4. Extension and contraction & increase and decrease in the demand curve 

5. Demand Function 

6. Price Elasticity, Income Elasticity, Cross Elasticity, Promotional Elasticity 

7. Revenue curves relation 

8. Demand Forecasting 

 

 

9. The demand for public travel is always linked to the prices of petrol and diesel. 

Whenever there is a rise in the prices of petroleum related products, not only the prices 

of public transportation systems increase but also their demand since many people shift 

from private travel to public travel. Which concept in economics describes the effect of 

a change in the price of one good on the price and demand for related goods? Explain it. 

 

 

 

 

 

 

 

 

 

 

 



UNIT III & IV 

 Supply & Production Decision & Cost of Production 

I Multiple Choice Questions:  

1. Economies of scale 

i) Exist in both short run and in the long run. 

ii) Explain why AVC and ATC decline in the short run. 

iii) Explain why AC declines for a given rate of output in the long run. 

iv) Explain why AC increases for a given rate of output in the long run. 

 

2. External economies of scale arise when  

i) Expansion of output of one firm raises the efficiencies of others.  

ii) Prices are discounted for bulk buying of raw materials.  

iii) A large firm acquires monopoly advantage. 

iv) Differentiation leads to increased demand for the firm’s product. 

v) The staff of the firm makes a discovery which is patentable. 

 

 

3. Opportunity cost is a term which describes:  

i) Cost related to an optimum level of production. 

ii) Variable cost. 

iii) Short run cost. 

iv) Alternative cost. 

 

4. Opportunity cost is a term which describes 

i) A bargain price for a factor of production. 

ii) Cost related to an optimum level of production. 

iii) Average variable cost. 

iv) None of these 

 

5. If an intermediate market exists, the general rule is that the optimal transfer price should 

be the: 

i. Outlay cost for producing the goods. 

ii. Opportunity cost of not selling to the outside market. 

iii. Market price. 

iv. Variable costs associated with producing the product. 

 

6. If opportunity cost per barrel is $45 per unit incremental cost per barrel is $65 then 

minimum transfer price is.. 

i. $45 

ii. $110 

iii. $20 

iv. $65  

 

7. Per unit opportunity cost to selling subunit of company is added into per unit incremental 

cost incurred at point of transfer to calculate 

i. minimum operating cost 

ii. maximum operating costs 

iii. maximum transfer price 

iv. minimum transfer price 

 



8. Total Cost is 

i) Determined by adding Marginal Cost and Average Cost. 

ii) Equal to Marginal Cost times the quantity of output.  

iii) Overall cost associated with a given level of output. 

iv) Addition of TFC and TVC. 

v) v) i & ii     vi) ii & iv vii) iii & iv 

 

9. Marginal cost curve cuts the AC 

i. At the left of its lowest point. 

ii. At its highest point. 

iii. At its lowest point. 

iv. At the right of its highest point. 

 

10. The U shape of LAC curve reflects 

i) Law of variable proportions. 

ii) Technical changes. 

iii) Law of returns to scale. 

iv) None of these. 

 

11. A cost that does not depend upon the quantity produced is  

i. AC 

ii. MC 

iii. TC 

iv. TFC 

v. TVC 

12. LAC curve is falling when  

i. LMC is equal to LAC 

ii. LMC is less than LAC 

iii. LMC is greater than LAC 

 

13. Multi product firms produce many goods that may be  

i. Substitutes 

ii. Complimentary  

iii. Joint Products 

iv. All the Above  

 

 

Validate the statements: 

1. Incremental Cost and marginal cost mean one and the same.  

2. Opportunity cost is an average cost.  

3. Normal profit is a component of implicit cost.  

4. AFC is a constant for each level of output since fixed cost never changes. 

5. MRTSxy is the slope of the ISO cost line. 

6. Reruns to scale are uniform across all possible levels of output. 

7. When TP falls MP is > 0. 

8. At producers requirement MRTSLK = PL/PK 

9. If a firm is deciding about hiring an additional worker he will be concerned about APL. 

10. If labour and capital are perfect complements, isoquants are right angled. 

11. In economics  

12. Expresses inputs and outputs in value terms per unit of time. 

13. Internal economies of scope a firm save costs by using the inputs to produce variety of 

products in the same plant. 



14. Returns to scale cannot be explained in terms of isoquants since they depict only 2 

inputs. 

15. Increasing returns to scale cause the long term average cost to increase. 

16. Returns to scale are applicable when some inputs are fixed and others are variable. 

17. Isoquants and isocost lines enable economists to derive the cost minimizing level of 

production, but they cannot reveal whether economies of scale exist.   

18. 'Diseconomies of scale are a consequence of diminishing returns.  

19. Average Costs are minimized when Marginal Cost are at their lowest point. 

20. AFC is a constant for each level of output since Fixed Cost never changes.  

21. Average Cost is rising whenever Marginal Cost is rising.  

22. At break-even point both total revenue and total cost are equal. 

23. The break-even point in Rupees of revenues is equal to the total of the fixed expenses 

divided by the contribution margin per unit. 

24. Break-even point is the point where revenues equal the total of all expenses including 

the cost of goods sold. 

25. Break-even analysis is useful for companies that sell products, but it is not useful for 

companies that provide services.  

Fill in the blanks:  

1. A multi-product firm experiences economies of __________(scale/scope) 

2. Average Costs are minimized when Marginal Cost are at their ________ point 

3. AFC is a constant for each level of output since Fixed Cost never changes. 

When MC is zero, TC is maximum. 

4. ___________________ Costs are the earnings of those resources which belong 

to the owner himself. (Historical / implicit) 

5. ____________________ Curve shows a decline in AC with rising cumulative 

total output overtime. 

6. In the ice-cream industry, in the short run ______________ cost includes the 

cost of cream & sugar but not the cost of factory. 

7. Breakeven point refers to that level of output where ______= ________  

8. A monopolist _______ (can / cannot) determine both the price and output.  

9. Normal profit is a component of _________ cost (explicit / implicit).   

10. _________________ Cost is the return from the second best use of a resource. 

(Opportunity / replacement) 

11. Additions to total cost (∆TC) when there is an addition to existing output is 

called as ________________ cost (marginal /incremental)  

12. The output at which marginal cost is minimum is ______________ than (less / 

more) output by which AVC is minimum 

13. Output at which AVC is minimum _______________ (precedes/ succeeds) the               

one at which AC is minimum. 

14. The true cost of taking some action is its ____________________ cost. 

 

 

 

 



 I ) A management institution which runs all its program in daytime considers to start an evening 

program on commercial basis. Identify which of the following are sunk cost and which are 

incremental cost: 

 i) Use of faculty time.  

 ii) Use of administrators time  

 iii) Clerk cum peons’ services   

 iv) Electricity bill  

 v) Use of classroom and black board.  

 vi) Use of audio-visual instruments  

   

II) Suppose that your college charges you for tuition fees and room & board fees separately  

 i) What is the cost of attending college that is not an opportunity cost? 

________________ 

 ii) What is an explicit cost of attending college? ______________ 

 iii) What is an implicit opportunity cost of attending college? ________ 

   

III) Students watch more TV the week after the exam than the week before exam. 

  Analyse the quotation (in two to three sentences) using concept of opportunity cost.  

   

IV) Classify the following into fixed cost and the variable cost : 

 i) Expenditure on depreciation   

 ii) Wages and salaries of the temporary employees.   

 iii) Rent of land and building  

 iv) Property tax  

 v) Interest on borrowed capital  

 vi) Sales commission  

 

Conceptual Questions: 
1. Production Function 

2. Isoquant. 

3. Iso cost line 

4. Economic region. 

5. Ridge Line 

6. Expansion path 

7. Returns to scale 

8. Least Cost Factor Combination / producer’s equilibrium 

9. TFC, TVC, TC, AC, MC, AFC, AVC, MC 

10. LAC/ planning curve / envelope curve 

11. Learning Curve 

12. Normal profit 

13. Break Even Analysis 

 

 Distinguish between: 

 Economies of scale and Economies of scope. 

 Prime cost and Supplementary cost / fixed cost and variable cost 

 Marginal cost and Incremental cost 

 Money cost and Real cost 

 Historical and Replacement cost  

 

 



 I.  Match the following: 

 

1) AFC Net addition to total cost.  

2) MC Opportunity cost 

3) Tangent Curve Accounting cost  

4) Transfer cost LAC  

5) Explicit cost Downward slope. 

II. Match the following :  
 

 

Concept Shape of curve 

i) Average revenue   U- shaped. 

ii) Average Cost Downward sloping. 

iii) Iso-quant Rectangular hyperbola. 

iv) Average fixed cost Convex to the origin. 

 

Draw self-explanatory diagram for the following : 

 3 stages of short run production function.  

 Tangent curve. 

 Economic region. 

 Expansion path on an isoquant map. 

 Change in Least cost factor combination following a decrease in factor price. 

 Short run cost curves. 

 Distinction between economies of scale and economies of scope. 

Complete the following table. 

TFC TVC TC MC AC 

100     

 50    

 95    

 135    

  270   

  300   

  340   

   60  

   80  

   120  

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


