SATISH CHANDRA MEMORIAL SCHOOL
PRACTICE TEST 24-25
ECONOMICS

1. [bookmark: OLE_LINK3][bookmark: OLE_LINK1]Read the following statements: Assertion(A) and Reason(R). Choose one of the correct alternatives given below:								1
Assertion(A). In the long run, production is done only by using the variable factors.
Reason(R). All factors are variable in the long term.
Alternatives:
(A) [bookmark: OLE_LINK2]Both Assertion(A) and Reason(R) are true and Reason(R) is the correct explanation of Assertion(A).
(B) Both Assertion(A) and Reason(R) are true and Reason(R) is not the correct explanation of Assertion(A).
(C) Assertion(A) is true but Reason(R) is false.
(D) Assertion(A) is false but Reason(R) is true.

2. [bookmark: OLE_LINK4]Read the following statements: Assertion(A) and Reason(R). Choose one of the correct alternatives given below:								1
Assertion(A). In short run with increase in employment of one input, other factors held constant, when MP becomes negative, TP begins to fall. This is the phase of negative returns to a factor in the law of variable proportions.
Reason(R). As quantity of fixed factors cannot change in short run, there is excessive of fixed factor and it cannot absorb the increasing quantity of variable factor since it is indivisible. There is defective factor ratio due to fixity of fixed factor and overcrowding of the variable factor.
Alternatives:
(A) [bookmark: OLE_LINK5]Both Assertion(A) and Reason(R) are true and Reason(R) is the correct explanation of Assertion(A).
(B) Both Assertion(A) and Reason(R) are true and Reason(R) is not the correct explanation of Assertion(A).
(C) Assertion(A) is true but Reason(R) is false.
(D) Assertion(A) is false but Reason(R) is true.

3. [bookmark: OLE_LINK6]Read the following statements: Assertion(A) and Reason(R). Choose one of the correct alternatives given below:								1
Assertion(A). A rational producer always seeks to operate in Phase II of law of variable proportions.
Reason(R). In Phase II of law of variable proportions, marginal product is negative.
Alternatives:
1. [bookmark: OLE_LINK7]Both Assertion(A) and Reason(R) are true and Reason(R) is the correct explanation of Assertion(A).
1. Both Assertion(A) and Reason(R) are true and Reason(R) is not the correct explanation of Assertion(A).
1. Assertion(A) is true but Reason(R) is false.
1. Assertion(A) is false but Reason(R) is true.
4. [bookmark: OLE_LINK8]Read the following statements: Assertion(A) and Reason(R). Choose one of the correct alternatives given below:								1
Assertion(A). In case of horizontal straight line demand curve, price elasticity is infinity.
Reason(R). In case of long period as compared to short period, demand is more elastic.
Alternatives:
(A) [bookmark: OLE_LINK9]Both Assertion(A) and Reason(R) are true and Reason(R) is the correct explanation of Assertion(A).
(B) Both Assertion(A) and Reason(R) are true and Reason(R) is not the correct explanation of Assertion(A).
(C) Assertion(A) is true but Reason(R) is false.
(D) Assertion(A) is false but Reason(R) is true.

5. [bookmark: OLE_LINK18][bookmark: OLE_LINK10]Identify the correct sequence of alternatives given in Column-II matching them with the respective terms in Column-I							1
	Column-I
	Column-II

	(A) Greater Elastic
	(i) With a fall or rise in price, no change in demand.

	(B) Unitary Elastic
	(ii) With a greater change in price but a small change in demand.

	(C) Less Elastic
	(iii) With a small change in price but a greater change in demand.

	(D) Inelastic
	(iv) Equal proportional change in price and demand.


Options
(A) [bookmark: OLE_LINK11](ii) – (iii) – (iv) – (i)
(B) (iii) – (iv) – (ii) – (i)
(C) (i) – (ii) – (iii) – (iv)
(D) (iv) – (iii) – (ii) – (i)

6. [bookmark: OLE_LINK12][bookmark: OLE_LINK16][bookmark: OLE_LINK21]Statement I. Government tax authorities put more taxes on those products which have more elastic demand behavior.
Statement II.Factors of production which have more elastic demand have to accept smaller demand.
Alternatives:
(A) [bookmark: OLE_LINK14]Both the statements are true.
(B) Both the statements are false.
(C) [bookmark: OLE_LINK15]Statement I is true but Statement II is false.
(D) Statement II is true but Statement I is false.

7. Statement I. If the use of commodity postponed for sometimes, the demand for such a commodity will be more elastic.
Statement II. People with low income have more elastic demand behavior. 
Alternatives:
(A) Both the statements are true.
(B) Both the statements are false.
(C) Statement I is true but Statement II is false.
(D) Statement II is true but Statement I is false

8. [bookmark: OLE_LINK17]Read the following statements: Assertion(A) and Reason(R). Choose one of the correct alternatives given below:								1
Assertion(A). Luxury goods often have high price elasticity of demand.
Reason(R). When price of luxury goods increase, then their demand falls considerably as they are put to urgent uses only.
[bookmark: OLE_LINK13]Alternatives:
1. Both Assertion(A) and Reason(R) are true and Reason(R) is the correct explanation of Assertion(A).
1. Both Assertion(A) and Reason(R) are true and Reason(R) is not the correct explanation of Assertion(A).
1. Assertion(A) is true but Reason(R) is false.
1. Assertion(A) is false but Reason(R) is true.

9. Read the following statements: Assertion(A) and Reason(R). Choose one of the correct alternatives given below:								1
Assertion(A). If close substitutes of the commodity are available in the market, its demand is going to be highly elastic because a very small increase in price would make its consumers shift to other products.
Reason(R). If there is absence of close substitutes, demand of the commodity is likely to be inelastic. These goods will have less elastic demand.
Alternatives:
(A) Both Assertion(A) and Reason(R) are true and Reason(R) is the correct explanation of Assertion(A).
(B) Both Assertion(A) and Reason(R) are true and Reason(R) is not the correct explanation of Assertion(A).
(C) Assertion(A) is true but Reason(R) is false.
(D) Assertion(A) is false but Reason(R) is true.

10. [bookmark: OLE_LINK26]Identify the correct sequence of alternatives given in Column-II matching them with the respective terms in Column-I
	[bookmark: OLE_LINK19]Column - I
	Column - II

	(A) Habits and Fashion
	(i) [bookmark: OLE_LINK20]More elastic demand

	(B) Substitute goods
	(ii) Less elastic demand

	(C) Necessaries
	(iii) Inelastic demand



Options
(A) (ii) – (iii) – (i)
(B) (i) – (iii) – (ii)
(C) (iii) – (i) – (ii)
(D) (i) – (ii) – (iii)

11. Read the following statements: Assertion(A) and Reason(R). Choose one of the correct alternatives given below:								1
Assertion(A). TC and TVC curves are parallel to each other.
Reason(R). The vertical distance between TC and TVC curves is TC, which remains constant at all levels of output.
Alternatives:
(A) Both Assertion(A) and Reason(R) are true and Reason(R) is the correct explanation of Assertion(A).
(B) Both Assertion(A) and Reason(R) are true and Reason(R) is not the correct explanation of Assertion(A).
(C) Assertion(A) is true but Reason(R) is false.
(D) Assertion(A) is false but Reason(R) is true.

12. [bookmark: OLE_LINK22][bookmark: OLE_LINK24]Read the following statements: Assertion(A) and Reason(R). Choose one of the correct alternatives given below:								1
Assertion(A). TFC curve is vertical straight line parallel to the Y-axis.
Reason(R). TFC remains same at all levels of output, even if the output is zero.
Alternatives:
(A) Both Assertion(A) and Reason(R) are true and Reason(R) is the correct explanation of Assertion(A).
(B) Both Assertion(A) and Reason(R) are true and Reason(R) is not the correct explanation of Assertion(A).
(C) Assertion(A) is true but Reason(R) is false.
(D) Assertion(A) is false but Reason(R) is true.

13. [bookmark: OLE_LINK23]Statement I. The difference between total cost and total variable cost falls with increase in input.
Statement II. Average cost can rise even when marginal cost is falling.
Alternatives:
(A) Both the statements are true.
(B) Both the statements are false.
(C) Statement I is true but Statement II is false.
(D) Statement II is true but Statement I is false.

14. Read the following statements: Assertion(A) and Reason(R). Choose one of the correct alternatives given below:								1
Assertion(A). Total revenue is at its maximum point when marginal revenue is zero.
Reason(R). When every additional unit is sold at the same price, Marginal Revenue = Average Revenue.
Alternatives:
(A) Both Assertion(A) and Reason(R) are true and Reason(R) is the correct explanation of Assertion(A).
(B) Both Assertion(A) and Reason(R) are true and Reason(R) is not the correct explanation of Assertion(A).
(C) Assertion(A) is true but Reason(R) is false.
(D) Assertion(A) is false but Reason(R) is true.

15. Statement I. When total revenue is maximum, marginal revenue is also maximum.
Statement II. TR starts declining when MR is less than zero.
Alternatives:
(A) Both the statements are true.
(B) Both the statements are false.
(C) Statement I is true but Statement II is false.
(D) Statement II is true but Statement I is false.

16. Statement I. A firm is in equilibrium when marginal cost curve cuts average revenue curve from below.
Statement II. At producer’s equilibrium level, MC falls and equal MR.
Alternatives:
(A) Both the statements are true.
(B) Both the statements are false.
(C) Statement I is true but Statement II is false.
(D) Statement II is true but Statement I is false.

17. Read the following statements: Assertion(A) and Reason(R). Choose one of the correct alternatives given below:								1
Assertion(A). The state of producer’s equilibrium either reflects maximum profits or minimum losses.
Reason(R). When MC > MR after equilibrium, it means producing more will lead to rise in profits.
Alternatives:
(A) Both Assertion(A) and Reason(R) are true and Reason(R) is the correct explanation of Assertion(A).
(B) Both Assertion(A) and Reason(R) are true and Reason(R) is not the correct explanation of Assertion(A).
(C) Assertion(A) is true but Reason(R) is false.
(D) Assertion(A) is false but Reason(R) is true.



18. Identify the correct sequence of alternatives given in Column-II matching them with the respective terms in Column-I
	Column – I
	Column - II

	(A) Explicit cost
	(i) Cost of good expressed in as next best alternative good.

	(B) Implicit cost
	(ii) Cost of good expressed in pain, effort, sacrifice etc.

	(C) Opportunity cost
	(iii) Cost of the factors employed from own resources.

	(D) Real cost
	(iv) Cost of the factors hired from the market.


Options
(A) [bookmark: OLE_LINK27](iv)- (ii) – (iii) – (i)
(B) (iv)- (iii) – (i) – (ii)
(C) (ii)- (iii) – (iv) – (i)
(D) (iii)- (iv) – (ii) – (i)

19. [bookmark: OLE_LINK25]Statement I. At the state of producer’s equilibrium, marginal cost of the firm should be rising.
Statement II. To maximize the profit of a firm, the only condition needed is equality between MC and MR.
Alternatives:
(A) Both the statements are true.
(B) Both the statements are false.
(C) Statement I is true but Statement II is false.
(D) Statement II is true but Statement I is false.

20. Which of the following has vertical demand curve parallel to Y-axis ?
(A) [bookmark: OLE_LINK28]Perfectly Elastic demand
(B) Unitary Elastic demand
(C) More Elastic demand
(D) Perfectly inlastic demand
