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Instructionsfor Candidates:
1. Writeyour Entrance Test Roll Number in the space provided at the top of this page of Question Booklet and
fill up the necessary information in the spaces provided on the OMR Answer Sheet.

2. OMR Answer Sheet hasan Origind Copy and aCandidate’ s Copy glued benegthiit at the top. While making
entries in the Origind Copy, candidate should ensure that the two copies are digned properly so that the
entries made in the Origind Copy againg each item are exactly copied in the Candidate’ s Copy.

3. é’li | entriesinthe OMR Answer Shet, including answersto questions, areto berecorded in the Origina Copy
y.

4. Choose the correct / most appropriate response for each question among the options A, B, C and D and
darken the circle of the appropriate response completely. The incomplete darkened circle is not correctly
read by the OMR Scanner and no complaint to this effect shall be entertained.

5. Use only blue/lblack bal point pen to darken the circle of correct/most appropriate response. In no case
gel/ink pen or pencil should be used.

6. Do not darken more than one circle of options for any question. A question with more than one darkened
response shdl be considered wrong.

7. Therewill be‘Negative Marking' for wrong answers. Each wrong answer will lead to the deduction of
0.25 marks from the total score of the candidate.

8. Only those candidates who would obtain positive score in Entrance Test Examination shdl be digible for
admisson.

9. Do not make any stray mark on the OMR sheet.
10. Cdculators and mobiles shal not be permitted insde the examination hall.
11. Rough work, if any, should be done on the blank sheets provided with the question booklet.

12. OMR Answer Sheet must be handled carefully and it should not be folded or mutilated in which caseit will not
be evauated.

13. Ensure that your OMR Answer Sheet has been signed by the Invigilator and the candidate himsdf/hersdf.

14. At the end of the examination, hand over the OMR Answer Sheet to the invigilator who will firgt tear off the
origind OMR sheet in presence of the Candidate and hand over the Candidate' s Copy to the candidate.
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The dope of the production possibility frontier is 5.
usudly:

(A) Negative and decreasing

(B) Negative and incressing

(C) Postiveand increasing

(D) Postive and decreasing

Assume two commodities X and Y. If commodity X
accounts for 75% of the budget and has an income

elagticity equa to 0.6, then the income eadticity of
commodity Y will be

(A) 16

(B) 1.8

(C) 2.0

(D) 2.2

Suppose that a consumer spends 50% of hisincome
on good X, theincome eadticity of demand for good

X is 2, and the dadticity of substitution between X 6

and dl other goods is dso 2. The price eadticity of
demand for good X will be:

(A) 1.0

(B) 18

(C) 20

(D) 2.8

Demand for afirm's product has been estimated to
be: Q,= 600 — 100P. If the price of the product per
unit is Rs. 2, what would be the price dadticity of £
demand at this price?

(A) 20

(B) 25

(C) 10

(D) 05
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Which statement is true for a norma good? Choose

your answer from the codes given a the end of this

question.

I.  Theincomeand the subgtitution effectswork in
the same direction.

[1.  Income and the substitution effectswork in the
oppogite direction.

1. Negativerdationship between priceand quantity
demanded.

IV. Pogtivereationship between price and quantity
demanded.

CODES
A) 1&IV
B) 11&1
(C) &Il
D) 11& IV

The Water-Diamond paradox implies that the things
with the greatest:

(A) Vduein use frequently have little value or no
vauein exchange.

(B) Vdueinexchangefrequently havelittievaueor
no vauein use

(C) EitherAorB
(D) BothA andB

If the subdtitution effect outweighs the income effect,
the labour supply curve:

(A) Slopesdownwards

(B) Bends backward

(C) Slopesupwards

(D) Bends backward and then dopes downward
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8.  The equilibrium quantity in a market could remain 12.

unchanged if therewerealan _ in demand offset
byaan  inthesupply.

(A) Increase, decrease

(B) Increase, increase

(C) Decrease, decrease

(D) None of the above

9.  Which one of the following is true about the 13,

relationship between margina product (MP) and
average product (AP)?

(A) When, MP> AP, AP decreases

(B) When AP =MP, AP reachesits maximum

(C) APreachesits maximum point earlier than MP
reachesits own

(D) MP is at its maximum at the point of its
intersection with AP

14.

10. Which one of the following is true about the
relationship between short-run Margina Cost (MC)
and short-run Average Cost (AC)?

(A) When MCisabove AC, AC isdecreasing.
(B) WhenMCisbdow AC, ACisincreasng.
(C©) MCintersectsAC at theminimum point of AC.
(D) Afterthepoint of intersection AC exceedsMC.

11. Condder the short-run production function of the
form: Q =6L2 - 0.4L3where Qisoutput and L isthe 15
quantity of labour. What would bethe value of L that
maximizes Q?

(A) 10
(B) 12
(C) 15
(D) 20
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Congder the production function of the form: Q =
10XY - 2X2-Y2, where Q is output, X and Y the
inputs. This production function shows.

(A) Decreasing returnsto scae

(B) Congtant returnsto scale

(C) Increasing returnsto scae

(D) None of these

Consder the margind cost function of theform: MC
=200 - 18Q + 0.75Q?, where MC is the margina
cog, and Q is the output. What will be the leve of
output & which MC is minimum?

(A) 10

(B) 14

(C) 16

(D) 12

The bresk-even quantity of output (Q,) produced and
sold by aperfectly competitive firm is determined by
total fixed costs (TFC), price of output (P), and the
variable cost per unit of output (AVC). Choose the
correct equation that represents Q,

(A) Q,=TFC+(P-AVC)

(B) Q=AVC= (P-TFC)

(C) Q,=P+(TFC-AVC)

(D) Noneof these

The upward-doping long-run supply curve of an
indudtry is associated with:

(A) Decreasing cost industry

(B) Congant cost industry

(C) Increasing cost industry

(D) None of these

[Turn over
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16. For afirm in the long run when equilibrium price = 20.

17.

18.

19.

short-run margind cost = short-run average cost =
long-run average cogt, then:

(A) Profitsare zero

(B) Profitsare postive

(C) Profitsare negative (10ss)

(D) Frmisoperating a below most efficient scae
In the Kinked demand theory of oligopoly each

oligopolist believes that if he the
the prices, his competitors will the
prices.

(A) Lower, increase

(B) Lower, lower

(C) Incresse, increase

(D) None of the above

In Cournot’s duopoly model, there are two firms

operaing with:

(A) Homogenous product

(B) Zerocost

(C) Linear demand curve

(D) All of the dove

Which of the below-mentioned conditionsaretruein

the case of a monopolist?

I.  Demand curveisdownward doping

1.  Margind revenue curve lies below the average
revenue curve

[1l. Demand curveis perfectly eadtic

IV.  Margind revenue curve lies above the average
revenue curve

Choose the correct option given below:

A) 1&1

21.

22.

23.

The profit maximization condition(s) required for a

discriminating monopoligt in atwo sub-market system

is(are):

(A) Aggregae Margind Revenue = Margind Cost
of the totdl output

(B) Marginad Revenue in market A = Marginal
Revenue in market B = Margind Cost

(C) Both(A) & (B)

(D) Nether (A) nor (B)

The type of price leadership under which an old,

experienced, largest or most respected firm assumes

the role of a custodian who protects the interests of

dlisreferredto as

(A) Priceleadership by the dominant firm

(B) Barometric price leadership

(C) Exploitative price leadership

(D) Priceleadership by alow-cost firm

Choose the correct answer with regard to public
goods characteridtics:

(A) They are non-riva

(B) They are non-excludible

(C) Both(A) & (B)

(D) Nether (A) nor (B)

The proposition that “no system of aggregating
individual preferences into social decisions will

always yield consistent, nonarbitrary results’
relatesto:

(A) Impossihility theorem

(B) Coase Theorem

(B) &l (C) Tiebout Hypothesis
(©) 1&1V (D) Mord Hazard
(D) 1l &IV
SM-29585-A 4
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24. Choosethe INCORRECT statement from below:  28. Theinnovations theory of profit was introduced by:

(A) Mord hazard can occur when a buyer/sdler (A) Alfred Marshdl
entersinto an exchange with another party who (B) GJ Sigler
has more information (C) David Ricardo

(B) Freerider problemisintringc to public goods (D) Joseph Schumpeter
(C) Rent-seekingisaproblemintrinsctothepublic 29. InJM. Keynes srate of interest theory, the supply of

choice money function is
(D) For public goods, market demand is the (A) Peafectly indadtic
horizonta sum of individud demand curves (B) Perfectly dadtic

25. The fact that while the owners of the firm want to (C) Upward doping
maximize the totd profits of the firm, the managers (D) Downward doping

want to maximize their own persondl interests, refers 30 The account that measures a country’s trade in

to: currently produced goods and services adong with

(A) Problem of Mora Hazard unilatera transfers between countriesis caled:

(B) Problem of Adverse Selection (A) Capitd account

(C) Principa-Agent Problem (B) Current account

(D) None of these (C) Fnancid account

26. Which condition isNOT an underlying assumptionin (D) Trade account

a perfectly competitive labour market? 31. Thetheory of comparative advantage states that:

(A) The number of both buyers and sdllers is very (A) Specidization and free trade will benefit only
large the more efficient producers

(B) There are barriers to exit and entry for both (B) Moreefficient producerswill have an advantage
buyers and sdllers over others and will not seek to trade

(C) Both buyers and sellers possess perfect (C) Specidization and free trade will benefit al
information trading partners

(D) A producer must have an absolute advantagein

(D) The labour is homogenous and the buyers are )
order to have comparative advantage

identica (from the sdllers viewpoint)
27. The concept of Quas-Rent relates to:

(A) Capitd equipment

32. A country enjoys a comparative advantage in the
production of agood if it can produce that good at:

(A) Lower cogt intermsof other goods.

(B) Land (B) Higher cogt interms of other goods

(C) Labour (C) Lower cost but not in terms of other goods

(D) All of these (D) Thesame cost asin other countries
SM-20585-A 5 [Turn over
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33.

35.

36.

Which choice below is true? 37.

(A) A taiff isatax on exports

(B) A quota is usudly a limit on the quantity of
exports

(C) Dumping occurs when a firm or indudry sdls

products above the cost of production on the

world market

38.

(D) Protection is the practice of shielding a sector

of the economy from foreign competition
When the prices of a country’s imports increase,
then:

(A) The price of domestic goods may decrease in

response 39.

(B) The price of domestic goods may increase in
response

The price of domestic goods will not change
The countries aggregate supply curve will shift
to theright

Y ou are given the below information:

(©
(D)

GDP a market price = 20,000; Depreciation = 400; 40.

Net Indirect Taxes(i.e,, Indirect Taxesless Subsidies)
= 300; Net Factor Paymentsto the rest of the world
= 200. What would be the vaue of the Net Nationa
Product at factor cost or National Income?

(A) 19700

(B) 19500

(C) 19100

(D) None of these

Disposal persona income plus personal taxesequals:
(A)
(B)
(©)
(D)

41.

Nationd income
Persond income
GNP
GDP

SM -29585-A 6
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Which among the following is NOT a component of
GDP according to the income approach?

(A) Compensation to employees

(B) Interest

(C) Profits

(D) Net exports

Usudly, the largest component of GDP is:
(A) Persond consumption expenditure
(B) Government consumption expenditure
(C) Gross private domestic investment

(D) Gross government invesment

You are given the equation: S = —100 + 0.40Y;
| = 300. Choose the correct vaue of the equilibrium
level of nationa income from the vaues given below:

(A) 820
(B) 920
(C) 1020
(D) 1000

Using theinformation in Q.No.39 above, what would
be the levd of consumption?

(A) 700
(B) 600
(C) 500
(D) 400
The difference between the government expenditure

multiplier and thetrandfer paymentsmultiplier isaways
equd to:

(A) -1
(B) 1
€ 2
(D) -2
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42. Given the consumption function C = 100 + 0.75Y, 46.

the value of the government expenditure multiplier is:
(A) 4
(B) 3
(€ 2
D) 1
Given themargina propengty to import=0.5 and the

margina propensity to save = 0.5. What isthe value 47.

of the foreign trade multiplier?
A) ¥
(B) 0
© 1

(D) None of these 48.

Given the vadues of margind propengties to import
and save as stated in Q.No. 43, choose the correct
sequence reating to the strength of the government
expenditure multiplier (GEM), transfer payment
multiplier (TPM), tax multiplier (TAM), and foreign
trade multiplier (FTM).

(A) GEM >TPM >FTM >TAM

(B) GEM >TPM =FTM >TAM

(C) GEM <TPM >FTM < TAM

(D) None of the above

49.

According to Keynes's consumption theory, which
one of the below-given factors is believed to have
uncertain effects on consumption?

(A) Generd priceleve
(B) Fiscd policy

(C) Changein expectations
(D) Rateof interest

SM -29585-A 7

If themargind propendty toimport is0.2 and income
rises from Rs. 800 to Rs. 1000, then the change in
importsin Rs. is

(A) 40

(B) 35

(C) 30

(D) 20

The Classical school of economics consders.

(A) Money isnon-neutra

(B) Money acts as astore of vaue

(C) Money acts asamedium of exchange

(D) All of these

MI + Time Deposts with the Banks corresponds to
which measure of money supply?

(A) M2

(B) M3

(C) M4

(D) None of these

A common component between high-powered money
and money supply is

(A) Currency held by the public

(B) Demand deposits held by the public

(C) Cashreserves held by the banks with RBI

(D) Cashresarveshdd by the bankswith themsdves
The money supply will decressg, if:

(A) Supply of high-powered money increases

(B) Currency-deposit ratio of the public decreases
(C) Resarve-depodt ratio of the banksfals

(D) Noneof these

[Turn over
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51. Theshort-runratea which RBI lendsovernight funds 56. Which among the below-given conditionsis NOT a

to the banks againgt securities refersto: feature of the classical aggregate supply curve?
(A) Bankrate |.  Perfectly inelastic and positioned at full
(B) Reporate employment eqilibrium

(C) Reversereporae Il.  Money wagerateisperfectly flexible downward

(D)  Open market operations [1l. Based on the assumption that money wage is

52. If theinterest dadticity of invesment isreatively high, fixed
then:

(A) LM schedulewill be rdativey flat
(B) LM schedulewill be rdeively steep
(C) 1S schedulewill berdatively flat

IV. Upward doping and positioned a below full
employment equilibrium

Choose the correct option given below:

(D) 1S schedule will be rdlatively steep (A) 1&1
53. If thetax rate declines, then: (B) &IV
(A) ISschedulewill shift to the right (C) 1&l
(B) IS schedulewill shift to the left D) &IV
(C) 1S schedule will become flatter 57.  Inregardtothe expectation augmented Phillipscurve
(D) 1S schedule will become steeper the designated varigblesfollow as: (1 = actud inflation,

54. TheKeynesan|S_M modd inaliquidity trap Stuation e = expected inflation, u = actud unemployment
shows a configuration in which: rate, u- = naturd rate of unemployment. Given this

(A) Slopesof thelSand LM curvesapproachinfinity information, choosethe correct code given at theend

(B) Sopesof thelSand LM curvesapproach zero of the question.

(C) Slopeof thelScurveisquite steep and the LM I Ifu<uthend>0e

curveis quite flat . Ifu>uthend<Te
(D) Sopeof theLM curveisquite steepandthelS . Ifu<uthend<Je
curveis quite flat NV fu> u-thend> (e
55. InaKeynesan-type ISLM modd, which statement CODES
ISNOT true?
. o (A) 1&1l
(A) Pricelevd isvaiable
(B) Money supply is exogenous (B) &V
(C) Rateof interest is endogenous ©) 1&wv
(D) Leve of incomeis endogenous (D) Noneof these

SM -29585-A 8
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58. Which statement istrue regarding the Phillips curve? 60. A rapid and decisve reduction in growth of money

(A) Downward doping in the short-run supply aimed a reducing rete of inflationisknown as.
(B) Verticd sraght linein thelong-run (A) Seignorage
(C) Shows trade-off between inflation and (B) Secrificeratio
unemployment in the short-run (C) Cold turkey
(D) Al of the above (D) Taylor rule
59. Other things remaining congtant, the exchange rate
would depreciate due to:

(A) Increasesin domegtic income

(B) Increasein demand for domestic goods
(C) Increasein domestic red interest rate
(D) Decresseintheforeign red interest rate

SM -29585-A 9
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ROUGH WORK
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