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UNIT-1  ORGANIZATION BEHAVIOUR 
 
 
 
 

1. “------------ are social inventions for accomplishing goals through group efforts” 
a. Management 
b. Organization 
c. Leadership 
d. Behavior 
2. Which of the following is/are the key features of organization 
a. Social invention 
b. Accomplishing goals 
c. Group efforts 
d. All of these 
3. A study of human behavior in organizational settings is 
a. Individual behavior 
b. Group behavior 
c. Organizational behavior 
d. None of these 
4. Scientific Management approach is developed by 
a. Elton Mayo 
b. Henry Fayol 
c. F.W. Taylor 
d. A. Maslow 
5. Who proposed “ bureaucratic structure” is suitable for all organization 
a. Elton Mayo 
b. Henry Fayol 
c. F.W. Taylor 
d. Max Weber 
6. “Hawthrone experiment” which was a real beginning of applied research in OB 
was conducted by 
a. Elton Mayo 
b. Henry Fayol 
c. F.W. Taylor 
d. Max Weber 
7. Process or administrative theory of organization is being given by 
a. Elton Mayo 
b. Henry Fayol 
c. F.W. Taylor 
d. Max Weber 
8. Whose concept states that interpersonal and human relations may lead to 
productivity 
a. Elton Mayo 
b. Henry Fayol 
c. F.W. Taylor 



 

d. Max Weber 
9. Today’s organization are 
a. Open system 
b. Closed system 
c. Open as well as closed 
d. None of these 
10. Which organization theory can be understood by IF and THEN relationship 
a. System approach 
b. Contingency approach 
c. Process approach 
d. Scientific approach  
11. Organization Behavior is 
a. An interdisciplinary approach 
b. A humanistic approach 
c. Total system approach 
d. All of these 
12. Organization Behavior is not a /an 
a. A separate field of study 
b. Applied science 
c. Normative science 
d. Pessimistic approach 
13. “Cognitive theory” of learning was given by 
a. Skinner 
b. Pavlov 
c. Tolman 
d. Piajet 
14. Extension of behavior modification into organization is called 
a. Enrichment 
b. Enlargement 
c. OB Mod 
d. OB Ext 
15. --------------is a relatively permanent change in behavior that occurs as a result of 
experience 
a. Behavior modification 
b. Learning 
c. Motivation 
d. Skills 
16. which of the following is / are included as structure of human mind 
a. Id 
b. Ego 
c. Super ego 
d. All the above 
17. ----------- is largely childish, irrational, never satisfied, demanding and destructive 
of others 
a. Ego 



 

b. Super ego 
c. Negative ego 
d. Id 
18. ------------represent noblest thoughts, ideals etc. 
a. Ego 
b. Super ego 
c. Negative ego 
d. Id 
19. ----------- is reality and practical oriented part of thinking 
a. Ego 
b. Super ego 
c. Negative ego 
d. Id 
20. Thematic Apperception Test (TAT) is designed to understand 
a. Perception of individual 
b. Personality of individual 
c. Learning of individual 
d. None of these 
21. ---------------- is “the reactions of individuals to new or threatening factors in their 
work environments” 
a.Attitude 
b.Stress 
c.Dissonance 
d.Disappointment 
22. Which of the following is/are not job related source of stress 
a.Role ambiguity  
b.Role overload 
c.Ethical dilemmas 
d.Career concerns 
23. Which of the following is/are not organizational factors causing stress 
a.Task demand 
b.Role demand 
c.Role conflict 
d.Satisfaction  
24. Which of the following is / are method of managing stress 
a. Job relocation 
b. Career counseling 
c. Recreational facility 
d. All the above 
25. Which of the following is / are not a method of managing stress 
a. Time management 
b. Supervisor training 
c. Role Analysis techniques (RAT) 
d. Rorschach test 
26. -------------- refers to the negotiation or an agreement between two groups 



 

a. Contracting 
b. Co-opting 
c. Pressure tactics 
d. None of these 
27. Which of the following methods is/are used to solve intergroup conflicts 
indirectly 
a. Avoidance 
b. Encouragement 
c. Bargaining 
d. All of these 
28. Which of the following is / are not direct method to solve intergroup conflicts 
a. Problem solving 
b. Domination by the management 
c. Removing key figures in conflict 
d. Persuasion 
29. A technique to bring changes in the entire organization, rather man focusing 
attention on individuals to bring changes easily. 
a. Organizational development 
b. Organizational change 
c. Organizational culture 
d. Organizational conflicts 
30. Which of the following is/are OD intervention techniques 
a. Sensitivity training 
b. MBO 
c. Quality of work life 
d. All the above 
31. Which of the following is NOT an important issue relating to goal-setting 
theory? 
a. Goal specificity 
b. Equity among workers 
c. Feedback 
d. Defining the goal 
32. Behaviour, power, and conflict are central areas of study for _____________. 
a. sociologist  
b. Anthropologists  
c. Social psychologists  
d. Operations analysts 
33. When a bank robber points a gun at a bank employee, his base of power is: 
a. Coercive  
b. Punitive 
c. Positional  
d. Authoritative 
34. The managers of a multinational company are located in France, India, Brazil, 
and the United States. Which decision-making technique seems most reasonable for 
this organization? 



 

a. A postal service interaction  
b. A brainstorming session 
c. A nominal discussion  
d. An electronic meeting 
35. What do we call it when we judge someone on the basis of our perception? 
a. Stereotyping  
b. Categorizing 
c. Halo effect  
d. Prototyping 
36. Sobha is an honest and straightforward person. She believes her employees are 
all similarly honest and straightforward, ignoring signs that they may be 
manipulating her. What perceptual shortcut is Sobha most likely using? 
a. Contrast effect  
b. Halo effect 
c. Stereotyping  
d. Projection 
37. Sathish has a low absenteeism rate. He takes responsibility for his health and 
has good health habits. He is likely to have a(an): 
a. Internal locus of control  
b. External locus of control 
c. Core locus of control  
d. High emotional stability level 
38. Raju believes that men perform better in oral presentations than women. What 
shortcut has been used in this case? 
a. The halo effect 
b. The contrast effect 
c. Projection 
d. Stereotyping 
39. Mr. Manoj, Manager ABC Company found that skills of workers and machinery 
used by them as compared to the competitors in the market are obsolete within a 
year, which type of challenge ABC Company is facing? 
a. High Quality and Low Quality  
b. Globalization and Culture 
c. Rapid Pace of Change  
d. Multiple Stakeholders 
40. According to Robert Katz, when managers have the mental ability to analyze 
and diagnose complex situations, they possess _____________ skills. 
a. Technical  
b. Leadership 
c. Problem-solving  
d. Conceptual 
41. What sort of goals does Management By Objectives (MBO) emphasize? 
a. Tangible, verifiable and measurable 
b. Achievable, controllable and profitable 
c. Challenging, emotional and constructive 



 

d. Hierarchical, attainable and effective 
42. Today’s managers understand that the success of any effort at improving quality 
and productivity must include _____. 
a. Quality management programs 
b. Customer service improvements 
c. Employee's participation 
d. Manufacturing simplification 
43. Which of the following would be least likely to pose a barrier to cross-cultural 
communications? 
a. Tone difference 
b. Word connotations 
c. Political correctness 
d. Differences among perceptions 
44. Which of the following theory is proposed by Clayton Alderfer? 
a. Theory X and Theory Y  
b. Hierarchy of Needs 
c. ERG Theory  
d. XYZ Theory 
45. Concept of MBO was introduced by: 
a. Peter. F.Drucker 
b. Mary Parker 
c. Henry Fayol 
d. Philip Kotler 
46. Mr. Sunil’s one-day salary was deducted because of his uninformed leave, as he 
was already warned about this behaviour. It is an example of which method of 
shaping behaviours? 
a.Reinforcement 
b. Positive Reinforcement 
c. punishment 
d. Negative Reinforcement 
47. While managing political behaviours in organization, the manager requires 
discouraging: 
a. Negotiation  
b. Relationships 
c. Self interest  
d. Dialogue 
48. People with which type of personality trait commonly make poor decisions 
because they make them too fast? 
a. Type As 
b. Type Bs 
c. Self-monitors 
d. Extroverts 
49. Which of the following is an environmental force that shapes personality? 
a. Gender  
b. Height 



 

c. Experience 
d. Brain size 
50. Factors other than satisfaction that impact one’s decision to leave a current job 
include all of the following EXCEPT: 
a. Labour market conditions 
b. Length of tenure with the organization 
c. Organizational citizenship behavior 
d. Expectations about alternative job opportunities 
51. Praveen is dissatisfied with his job but believes that his supervisor is a good man 
who will do the right thing. Praveen has decided that if he just waits, conditions will 
improve. Praveen’s approach to this problem is termed as: 
a. Exit 
b. Voice 
c. Loyalty 
d. Neglect 
52. Which of the following leadership behaviours are identified by the path-goal 
theory? 
a. Supportive, employee-oriented, laissez-faire and participative 
b. Achievement-oriented, supportive, humanistic, and directive 
c. Participative, achievement-oriented, directive, and supportive 
d. Directive, participative, supportive, and laissez-faire 
53. Which of the following is not a trait dimension in Big 5 personality trait? 
a. Extroversion 
b. Agreeableness 
c. Ego 
d. Culture 
54. In which stage of the conflict process does conflict become visible? 
a. Illumination 
b. Intentions 
c. Behaviour 
d. Cognition 
55. Which dimension of Big 5 personality traits represents artistically sensitive, 
refined etc. 
a. Culture 
b. Emotional stability 
c. Conscientiousness 
d. Extroversion 
56. ____________ refers to the network of personal and social relations that is 
developed spontaneously between people associated with each other. 
a. Formal organization 
b. Informal organization 
c. Business organization 
d. Government organization 
57. The cognitive process through which an individual selects, organizes but 
misinterprets environmental stimuli is known as_________ 



 

a. Perception 
b. Projection 
c. Selective Perception 
d. Mis-Perception 
58. The more consistent behaviour, the more the observer is inclined to ___. 
a. Attribute it to interpretation 
b. Attribute it to internal causes 
c. Attribute it to consensus 
d. Attribute it to external causes 
59. Which of the following is one of the relationships proposed in expectancy 
theory? 
a. Reward-satisfaction relationship 
b. Satisfaction-performance relationship 
c. Rewards-personal goals relationship 
d. Effort-satisfaction relationship 
60. In Maslow’s hierarchy needs which of the following pair of needs is ranked as” 
lower order needs”? 
a. Physiological and safety needs 
b. Physiological and social need 
c. Self actualization and safety needs 
d. Social and esteem needs 
61. Maslow grouped the five needs into two categories 
a. Higher-order needs and Lower-order needs. 
b. Supreme needs and local needs 
c. Self needs and others needs 
d. Luxurious needs and comfort needs 
62. If everyone who is faced with a similar situation responds in the same way, 
attribution theory states that the behaviour shows _____. 
a. Consensus 
b. Similarity 
c. Reliability 
d. Consistency 
63. Your boss never gives you the benefit of the doubt. When you were late back 
from lunch, he assumed that you had simply taken too much time. He never 
considered that the elevators were out and you had to walk up 10 flights of stairs. 
Your boss is guilty of _____. 
a. Self-serving bias 
b. Selective perception 
c. Fundamental attribution error 
d. Inconsistency 
64. Mr.Sajeev rated Mr. Rajiv high in his job evaluation because both belong to 
same area and graduated from the same University. It is an example of: 
a. Central Tendency 
b. Halo effect 
c. Similar-to-me effect 



 

d. Misperception 
65. All the following are dimensions of Intellectual ability EXCEPT: 
a. Inductive reasoning  
b. Dynamic strength 
c. Deductive reasoning 
d. Number aptitude 
66. What sort of actions is most likely to be attributed to external causes? 
a. Actions that have high distinctiveness, high consensus and high consistency 
b. Actions that have high distinctiveness, high consensus and low consistency 
c. Actions that have high distinctiveness, low consensus and low consistency 
d. Actions that have low distinctiveness, low consistency and high consensus 
67. A threatened strike action by a labour union to force the management to accept 
their demands is an example of which of the following power? 
a. Referent power 
b. legitimate power 
c. Reward power 
d. Coercive power 
68. Which of the following departmentalization can be considered necessary in an 
organization where the company’s products fall into several categories with very 
different production methods for each category? 
a. Customer 
b. Production 
c. Process 
d. Matrix 
69. Mr.Dirash has a job which pays an excellent salary. He has a good relationship 
with his peers and his supervisors. He also likes the fact that the company policy fits 
well with what he personally believes, and that he has received considerable 
recognition for his achievements at the company. Which of these factors is 'MOST 
likely' responsible for the fact that Dirash loves his job? 
a. High compensation 
b. Good nature of peer relationships 
c. Good nature of supervisor relationships 
d. Recognition for his achievements 
70. Job appraisal is the part of_____________  
a. Sociology 
b. Anthropology 
c. Psychology 
d. Political science 
71. Over the past two decades, business schools have added required courses on 
people skills to many of their curricula. Why have they done this? 
a. Managers no longer need technical skills in subjects such as economics and 
accounting to succeed. 
b. There is an increased emphasis in controlling employee behavior in the workplace. 
c. Managers need to understand human behavior if they are to be effective. 
d. These skills enable managers to effectively lead human resources departments. 



 

72. Which of the following is most likely to be a belief held by a successful 
manager? 
a. Technical knowledge is all that is needed for success. 
b. It is not essential to have sound interpersonal skills. 
c. Technical skills are necessary, but insufficient alone for success. 
d. Effectiveness is not impacted by human behavior. 
73. What term is used for the extent to which an individual displays different 
behaviours in different situations? 
a. continuity 
b. integrity 
c. flexibility 
d. distinctiveness 
74. What does consensus refer to in attribution theory? 
a. There is general agreement about a perception.  
b. Different people respond the same way in the same situation. 
c. There is general agreement about how people desire to respond to the same 
situation. 
d. Different people perceive a situation similarly. 
75. If everyone who is faced with a similar situation responds in the same way, 
attribution theory states that the behaviour shows. 
a. consensus 
b. similarity 
c. reliability 
d. consistency 
76. Which of the following is not one of the four primary management functions? 
a. Controlling 
b. Planning 
c. Staffing 
d. organizing 
77. Determining how tasks are to be grouped is part of which management 
function? 
a. Planning 
b. Leading 
c. Controlling 
d. organizing 
78. Mintzberg concluded that managers perform 10 different, highly interrelated 
roles. Which of the following is one of the broad categories into which these roles 
could be grouped? 
a. Intrapersonal 
b. Institutional 
c. Decisional 
d. affective 
79. As a manager, one of James’s duties is to present awards to outstanding 
employees within his department. Which Mintzberg managerial role is James acting 
in when he does this? 



 

a. leadership role 
b. liaison role 
c. monitor role 
d. figurehead role 
80. According to Mintzberg, one of management’s interpersonal roles is . 
a. spokesperson 
b. leader 
c. Negotiator 
d. monitor 
81. Robert Katz identified three essential skills that managers need to have in order 
to reach their goals. What are these skills? 
a. technical, decisional and interpersonal 
b. technical, human, and conceptual 
c. interpersonal, informational and decisional 
d. conceptual, communication and networking 
82. A manager is valued by her colleagues for her ability to perform effective break-
even analysis on upcoming ventures. In this case, her colleagues value her for 
competencies that fall within which of Katz’s essential management skills 
categories? 
a. Technical 
b. Communication 
c. Human 
d. conceptual 
83. According to Katz, technical skills encompass the ability to. 
a. analyze and diagnose complex situations 
b. exchange information and control complex situations 
c. apply specialized knowledge or expertise 
d. initiate and oversee complex projects 
84. Which one of the following would not be considered a human skill in Katz’s 
structure? 
a. Decision making. 
b. Communicating 
c. resolving conflicts 
d. working as part of a team 
85. According to Katz, when managers have the mental ability to analyze and 
diagnose complex situations, they possess skills. 
a. Technical 
b. Leadership 
c. problem-solving 
d. conceptual 
86. According to Fred Luthans and his associates, which of the following is 
considered a part of traditional management? 
a. Disciplining 
b. decision making 
c. exchanging routine information 



 

d. acquiring resources 
87. Which of Luthans’ managerial activities involves socializing, politicking, and 
interacting with outsiders? 
a. traditional management 
b. communicating 
c. human resource management 
d. networking 
88. While the Functions, Roles, Skills, and Activities approaches to management all 
differ, they all recognize that effective and successful managers must develop which 
of the following? 
a. People skills 
b. technical skills 
c. Efficiency 
d. entrepreneurialism 
89. An OB study would be least likely to be used to focus on which of the following 
problems? 
a. an increase in absenteeism at a certain company 
b. a fall in productivity in one shift of a manufacturing plant 
c. a decrease in sales due to growing foreign competition 
d. an increase in theft by employees at a retail store 
90. If a person responds the same way over time, attribution theory states that the 
behaviour shows. 
a. Distinctiveness 
b. Consensus 
c. Consistency 
d. continuity 
91. Mr.Balu is late for work each day by about ten minutes. How would attribution 
theory describe this behaviour? 
a. It shows consensus. 
b. It shows similarity. 
c. It shows reliability. 
d. It shows consistency 
92. Which of the following is a reason that the study of organizational behaviour is 
useful? 
a. Human behavior does not vary a great deal between individuals and situations. 
b. Human behavior is not random. 
c. Human behavior is not consistent. 
d. Human behavior is rarely predictable. 
93. Psychology’s major contributions to the field of organizational behavior have 
been primarily at what level of analysis? 
a. the level of the group 
b. the level of the individual 
c. the level of the organization 
d. the level of the culture 



 

94. Which behavioural science discipline is most focused on understanding 
individual behaviour? 
a. Sociology 
b. social psychology 
c. Psychology 
d. anthropology 
95. The science that seeks to measure, explain, and sometimes change the 
behaviour of humans and other animals is known as . 
a. Psychiatry 
b. Psychology 
c. Sociology 
d. organizational behavior 
96. blends concepts from psychology and sociology. 
a. Corporate strategy 
b. Anthropology 
c. Political science. 
d. Social psychology 
97. The science that focuses on the influence people have on one another is. 
a. Psychology 
b. Anthropology 
c. political science 
d. social psychology 
98. Which of the following fields has most helped us understand differences in 
fundamental values, attitudes, and behaviour among people in different countries? 
a. Anthropology 
b. Psychology 
c. political science 
d. operations research 
99. The subject of organizational culture has been most influenced by which 
behavioural science discipline? 
a. Anthropology 
b. Psychology 
c. social psychology 
d. political science 
100. Which of the following OB topics is not central to managing employees’ fears 
about terrorism? 
a. Emotion 
b. Motivation 
c. Communication 
d. work design 
101. According to management guru Tom Peters, almost all quality improvement 
comes from of design, manufacturing, layout, processes, and procedures. 
a. Modification 
b. Stratification 
c. Integration 



 

d. simplification 
102. Today’s managers understand that the success of any effort at improving 
quality and productivity must include. 
a. process reengineering 
b. quality management programs 
c. customer service improvements 
d. employees 
103. Most valuable asset in an organization is 
a. Land and building 
b. Cash and bank balances 
c. Human being 
d. technology 
104. What term is used to describe voluntary and involuntary permanent 
withdrawal from an organization? 
a. Absenteeism 
b. Turnover 
c. Downsizing 
d. truancy 
105. ______ is discretionary behaviour that is not part of an employee’s formal job 
requirement, but that promotes the effective functioning of the organization. 
a. Productivity 
b. Motivation 
c. Organizational citizenship 
d. Organizational behavior 
106. Individual-level independent variables include all of the following except. 
a. Leadership 
b. Learning 
c. Perception 
d. motivation 
107. Which of the following statements is true about the term “ability”, as it is used 
in the field of organizational behaviour? 
a. It refers to an individual’s willingness to perform various tasks. 
b. It is a current assessment of what an individual can do. 
c. It refers exclusively to intellectual skills. 
d. It refers exclusively to physical skills 
108. Which of the following is not a biographical characteristic? 
a. political affiliation 
b. age 
c. Sex 
d. tenure 
109. Experiments performed by Ivan Pavlov led to what theory? 
a. classical conditioning 
b. operant conditioning 
c. social learning 
d. behavior shaping  



 

110. What role did the meat play in Pavlov’s experiment with dogs? 
a. an unconditioned response 
b. a conditioned stimulus 
c. a conditioned response 
d. an unconditioned stimulus 
111. In Pavlov’s experiment, the bell was a/an . 
a. unconditioned stimulus 
b. unconditioned response 
c. conditioned stimulus 
d. conditioned response 
112. Which of the following is not true of classical conditioning? 
a. Classical conditioning is passive.  
b. Classical conditioning can explain simple reflexive behaviors. 
c. Learning a conditioned response involves building an association between a 
conditioned stimulus and an unconditioned stimulus. 
d. A neutral stimulus takes on the properties of a conditioned stimulus. 
113. Operant conditioning argues that . 
a. behavior is reflexive 
b. behavior is unlearned 
c. behavior is a function of its consequences 
d. the tendency to repeat a behavior is very strong 
114. Which of the following researchers thought that reinforcement was the central 
factor involved in behavioural change? 
a. Pavlov 
b. Fayol 
c. Skinner 
d. Deming 
115. According to operant conditioning, when behaviour is not reinforced, what 
happens to the probability of that behaviour occurring again? 
a. It increases. 
b. It declines. 
c. It remains unchanged. 
d. It becomes zero. 
116. What do we call the view that we can learn both through observation and 
direct experience? 
a. situational learning theory 
b. classical learning 
c. social learning theory 
d. the Pavlov principle 
117. Four processes have been found to determine the influence that a model will 
have on an individual. Which of the following is not one of those processes? 
a. attention processes 
b. retention processes 
c. motor reproduction processes 
d. consequential processes 



 

118. Which of the following processes deals with how well an individual remembers 
a model’s action after it is no longer readily available? 
a. Attitudinal 
b. Retention 
c. motor reproduction 
d. reinforcement 
119. What do we call the practice of reinforcing closer and closer approximations of 
a desired behaviour? 
a. Modeling 
b. Shaping 
c. classical conditioning 
d. social learning 
120. Suspending an employee for dishonest behaviour is an example of which 
method of shaping behaviour? 
a. Extinction 
b. negative reinforcement 
c. punishment 
d. reaction 
121. The application of reinforcement concepts to individuals in the work setting is 
referred to as 
a. classical conditioning 
b. self-management 
c. Reengineering 
d. OB Mod 
122. Who said “Give me a child at birth and I can make him into anything you 
want”? 
a. B.F. Skinner 
b. Ivan Pavlov 
c. Sigmund Freud 
d. James Emery 
123. Syam is always late coming to work and the manager cut his increment. This is 
an example of. 
a. positive reinforcement 
b. negative reinforcement 
c. Punishment 
d. extinction 
124. What is the process by which individuals organize and interpret their sensory 
impressions in order to give meaning to their environment? 
a. Interpretation 
b. environmental analysis 
c. Outlook 
d. perception 
125. Two people see the same thing at the same time yet interpret it differently. 
Where do the factors that operate to shape their dissimilar perceptions reside? 
a. the perceivers 



 

b. the target 
c. the timing 
d. the context 
126. What is the most relevant application of perception concepts to OB? 
a. the perceptions people form about each other 
b. the perceptions people form about their employer 
c. the perceptions people form about their culture 
d. the perceptions people form about society 
127. What is the name of the theory that deals with how we explain behaviour 
differently depending on the meaning we assign to the actor? 
a. behavioral theory 
b. judgment theory 
c. selective perception theory 
d. attribution theory 
128. In attribution theory, what is distinctiveness? 
a. whether an individual displays consistent behaviors in different situations 
b. whether an individual displays different behaviors in different situations 
c. whether an individual displays consistent behaviors in similar situations 
d. whether an individual displays different behaviors in similar situations 
129. ………………..is once view of reality 
a. Attitude 
b. Perception 
c. Outlook 
d. Personality 
130. …………is the dynamic organization within the individual that determine his 
unique adjustment to the environment 
a. Perception 
b. Attitude 
c. Behavior 
d. personality 
131. Which is also known as a non- reinforcement 
a. Punishment  
b. Negative reinforcement 
c. Extinction 
d. all the above 
132. Most of the learning that takes place in the Class room is 
a. Classical conditioning 
b. Operant conditioning 
c. Cognitive learning 
d. Social learning 
133. …………..are those factors that exists in the environment as perceived by the 
individual 
a. Physiological drive 
b. Psychological drive 
c. Cue stimuli 



 

d. Reinforcement 
134. …………..is the process of screening out information that we are uncomfortable 
with or that contradict to our beliefs 
a. Perceptual context 
b. Selective perception 
c. Halo effect 
d. Stereotyping 
135. The extent to which individuals consistently regard themselves as capable, 
worthy, successful etc. is 
a. Self esteem 
b. Authoritarianism 
c. Tolerance for ambiguity 
d. Workhollism 
136. A learned pre-disposition to respond in a consistently favourable or 
unfavourable manner with respect to a given object 
a. Perception 
b. Attitude 
c. Behavior 
d. personality 
137. “I don’t like that company”- is ………components of attitude. 
a. Affective component 
b. Cognitive component 
c. Intentional component 
d. None of these 
138. “They are the worst firm I have ever dealt with” is ………components of 
attitude. 
a. Affective component  
b. Cognitive component 
c. Intentional component 
d. None of these 
139. “I will never do business with them again” is ………components of attitude. 
a. Affective component 
b. Cognitive component 
c. Intentional component 
d. None of these 
140. Which of the following is a method of measuring attitude? 
a. Opinion survey 
b. Interview 
c. Scaling techniques 
d. All the above 
141. Basis of “Autocratic Model of OB is 
a. Economic resources 
b. Power 
c. Leadership 
d. Partnership 



 

142. Basis of “Custodial Model of OB is 
a. Economic resources 
b. Power 
c. Leadership 
d. Partnership 
143. Basis of “Supportive Model of OB is 
a. Economic resources 
b. Power 
c. Leadership 
d. Partnership 
144. Basis of “Collegial Model of OB is 
a. Economic resources 
b. Power 
c. Leadership 
d. Partnership  
145. Managerial orientation of “Autocratic Model” of OB is 
a. Authority 
b. Money 
c. Support 
d. Teamwork 
146. Managerial orientation of “Supportive Model” of OB is 
a. Authority  
b. Money 
c. Support 
d. Teamwork 
147. Managerial orientation of “Custodial model” of OB is 
a. Authority 
b. Money 
c. Support 
d. Teamwork 
148. Managerial orientation of “Collegial Model” of OB is 
a. Authority 
b. Money 
c. Support 
d. Teamwork 
149. Employees needs met by Autocratic Model is 
a. Subsistence 
b. Security 
c. Status and Recognition 
d. Self-actualization 
150. Employees needs met by Custodial Model is 
a. Subsistence 
b. Security 
c. Status and Recognition 
d. Self-actualization 



 

151. Employees needs met by Supportive Model is 
a. Subsistence 
b. Security 
c. Status and Recognition 
d. Self-actualization 
152. Employees needs met by Collegial Model is 
a. Subsistence 
b. Security 
c. Status and Recognition 
d. Self-actualization 
153.” Person-Job fit” means 
a. Persons physical fitness match with the job 
b. Persons skills match with the job 
c. Persons contributions match with the incentives offered by the organization 
d. Persons education match with the job 
154. Which of the following is not an attribute of psychological individual 
difference? 
a. Motivation 
b. Learning 
c. Personality 
d. Complexion 
155. Which of the following is not an attribute of physiological individual 
difference? 
a. Appearance 
b. Complexion 
c. Attitude 
d. Body shape 
156. …………is a person’s belief about his chances of successfully accomplishing a 
specific task 
a. Self esteem 
b. Job satisfaction 
c. Self efficacy 
d. Self appraisal 
157. Select the correct hierarchical order of qualities of an individual 
a. Ability-Skills- Aptitude- Competency 
b. Aptitude-Ability- Skills- Competency 
c. Skills- Aptitude- Competency- Ability 
d. Competency-Ability-Skills- Aptitude 
158. As per Stimulus-Response Model, input for behaviour process is 
a. Drive 
b. Organism 
c. Stimuli 
d. Response 
159. S-O- B-A Model combines the S-R Model and 
a. Stimuli 



 

b. Response 
c. Human being 
d. drive 
160. An enduring attribute of a person that appears constantly in a variety of 
situation is 
a. behavior 
b. trait 
c. attitude 
d. culture 
161. Sociable, talkative, assertive etc. are features of 
a. introversion 
b. agreeableness 
c. extroversion 
d. conscientiousness 
162. Good natured, cooperative and trusting are the features of 
a. introversion 
b. agreeableness 
c. extroversion 
d. conscientiousness 
163. Responsible, dependable, persistent and achievement oriented are features of 
a. introversion  
b. agreeableness 
c. extroversion 
d. conscientiousness 
164. Imaginative, artistically sensitive etc. are features of 
a. Openness 
b. agreeableness 
c. extroversion 
d. conscientiousness 
165. Tensed, insecurity and nervousness are features of 
a. emotional instability 
b. agreeableness 
c. extroversion 
d. conscientiousness 
166. Some people strongly believe that each person have control of his own life. 
This is 
a. extroversion 
b. conscientiousness 
c. internal locus of control 
d. external locus of control 
167. Some people think that what happens to them is a result of fate, chance, luck 
etc. this is 
a. extroversion 
b. conscientiousness 
c. internal locus of control 



 

d. external locus of control 
168. ……..is the tendency of individual, which directs them to be inward and process 
ideas and thought within themselves 
a. extroversion 
b. Introversion 
c. internal locus of control 
d. external locus of control 
169. ………..persons are likely to be most successful in the field of advertisement, 
sales department, public relation etc 
a. extroversion 
b. conscientiousness 
c. internal locus of control 
d. external locus of control 
170. ………..persons are likely to be most successful in the field of research and work 
based on abstract idea. 
a. extroversion 
b. introversion 
c. internal locus of control 
d. external locus of control 
171. -----------indicates the level of uncertainty that people can tolerate to work 
efficiently without experiencing undue stress 
a. Risk propensity 
b. Authoritarianism 
c. Tolerance for ambiguity 
d. Workahollism 
172. The extent to which individual believes in importance of power, status 
difference in organization 
a. Self esteem 
b. Authoritarianism 
c. Tolerance for ambiguity 
d. Workahollism 
173. ---------------is the extent of rigidity of a person’s belief 
a. Authoritarianism 
b. Dogmatism 
c. Risk propensity 
d. Tolerance for ambiguity 
174. ------------is the degree to which an individual is willing to take chances and risky 
decisions 
a. Authoritarianism 
b. Dogmatism 
c. Risk propensity 
d. Tolerance for ambiguity 
175. -------------is manipulating and influencing others as a primary way of achieving 
one’s goal 
a. Authoritarianism 



 

b. Dogmatism 
c. Risk propensity 
d. Machiavellianism 
176. ------------persons feel chronic sense of time urgency 
a. Authoritarianism  
b. Dogmatism 
c. Type A 
d. Type B 
177. --------------persons are easy going people and do not feel time urgency 
a. Authoritarianism 
b. Dogmatism 
c. Type A 
d. Type B 
178. ----------is an attitude reflects the extent to which an individual is gratified or 
fulfilled by his work 
a. Motivation 
b. Job satisfaction 
c. Contribution 
d. Cognitive dissonance 
179. Maslow’s “basic needs” are also known as 
a. Social needs 
b. Esteem needs 
c. Safety needs 
d. Physiological needs 
180. In Maslow’s Need hierarchy which needs are shown between Esteem needs 
and Safety needs 
a. Social needs 
b. Esteem needs 
c. Security needs 
d. Basic need 
181. ERG theory of motivation was proposed by 
a. Maslow 
b. F. Herzberg 
c. Alderfer 
d. Mc Gregor 
182. Under ERG theory, “R” stands for---------  
a. Rationality 
b. Responsibility 
c. Remuneration 
d. Relatedness 
183. Dual structure approach of motivation is developed by: 
a. Maslow 
b. F. Herzberg 
c. Alderfer 
d. Mc Gregor 



 

184. Under Herzberg’s theory, factors causing dissatisfaction is called 
a. Demotivators 
b. Negative stimuli 
c. Hygiene factors 
d. Defectors 
185. Hygiene factors are: 
a. Satisfiers 
b. Maintenance factors 
c. Defectors 
d. All of these 
186. In Two Factor theory, “Salary” coming under -------------  
a. Satisfiers 
b. Maintenance factors  
c. Both of these 
d. None of above a and b 
187. Who propounded X and Y theory of motivation 
a. Maslow 
b. F. Herzberg 
c. Alderfer 
d. Mc Gregor 
188. --------------- theory believes that employees dislike work 
a. X theory 
b. Y theory 
c. Z theory 
d. None of these 
189. According to ----------employees love work as play or rest 
a. X theory 
b. Y theory 
c. Z theory 
d. None of these 
190. Z theory is a Japanese approach of motivation developed by 
a. Mc Clelland 
b. William Ouchi 
c. Alderfer 
d. Mc Gregor 
191. According to ---------- the managers and workers should work together as 
partners and of equal importance for the organizations success 
a. X theory 
b. Y theory 
c. Z theory 
d. 2 Factor theory 
192. Which one of the following need is not coming under Mc Clelland theory of 
motivation? 
a. Need for power 
b. Need for achievement 



 

c. Need for affiliation 
d. Need for actualization 
192. Which one is not a Need Based Theory of motivation? 
a. Maslow’s Theory 
b. F. Herzberg’s theory 
c. Alderfer’s theory 
d. Vroom’s theory 
193. Which one is not a Process Based Theory of motivation? 
a. Porter Lawler theory  
b. Mc Clelland’s theory 
c. Stacy Adams theory 
d. Vroom’s theory 
194. Who developed Equity theory of motivation? 
a. Porter Lawler 
b. Mc Clelland 
c. Stacy Adams 
d. Vroom 
195. Porter Lawler Model is an extension of 
a. Maslow’s theory 
b. Mc Clelland’s theory 
c. Stacy Adams theory 
d. Vroom’s theory 
196. Cognitive Evaluation Theory of motivation is introduced by 
a. Stacy Adams 
b. Charms 
c. Ouchy 
d. F W Taylor 
197. Goal setting theory is pioneered by 
a. Stacy Adams 
b. Charms 
c. Edwin Locke 
d. F W Taylor 
198. The group formed by an organization to accomplish narrow range of purposes 
within a specified time 
a. Formal Group 
b. Task Group 
c. Interest Group 
d. Functional Group 
199. ----------is the attractiveness of the members towards the group or resistance to 
leave it 
a. Group norms 
b. Group behavior 
c. Group cohesiveness 
d. Group structure 



 

200. Believes, attitudes, traditions and expectations which are shared by group 
members is called 
a. Group norms 
b. Group communication 
c. Group cohesiveness 
d. Group structure 
201.---------------is the ability of influencing people to strive willingly for mutual 
objectives 
a. Motivation 
b. Control 
c. Leadership 
d. Supervision 
202. In --------------leadership, there is a complete centralization of authority in the 
leader 
a. Democratic 
b. Autocratic 
c. Free rein 
d. Bureaucratic 
203. In---------- in fact “No leadership at all” 
a. Democratic  
b. Autocratic 
c. Free rein 
d. Bureaucratic 
204. Free rein leadership is also known as 
a. Democratic 
b. Autocratic 
c. Laissez-faire 
d. Bureaucratic 
205. -----------leadership emphasize on rules and regulation in an organization 
a. Democratic 
b. Autocratic 
c. Laissez-faire 
d. Bureaucratic 
206. ----------leader is self confident and can attract followers by his great influence 
a. Charismatic 
b. Autocratic 
c. Laissez-faire 
d. Bureaucratic 
207. under sensitivity training, the preferable T- group members is 
a. 25 to 50 
b. 10 to 20 
c. 50 to 100 
d. 5 to 10 
208. Grid Organisation Development was developed by 
a. Blake and Mounton 



 

b. Elton Mayo 
c. F W Taylor 
d. Max weber 
209. ------------ refers to the basic changes in the content and responsibilities of job 
so as to satisfy higher motivational needs 
a. Job enrichment 
b. Job enlargement 
c. Work relocation 
d. Process consultation 
210. ------------is a set of values that states what an organisation stands for 
a. Organization behavior 
b. Organizational culture 
c. Organizational spirit 
d. Organizational effectiveness 
211. An extent to which an organisation achieves its predetermined objectives 
within given resources and without undue strain to its members 
a. Organization behavior 
b. Organizational culture 
c. Organizational spirit 
d. Organizational effectiveness 
212. Which one of the following is/are leadership theories? 
a. Trait theory 
b. Behavior theory 
c. Contingency theory 
d. All of these 
213. Least Preferred Co-worker ( LPC) model of leadership was developed by 
a. Martin Evans 
b. Robert House 
c. Fred Fielder 
d. Whetton 
214. Path-goal model of Leadership was introduced by 
a. Martin Evans & Robert House 
b. Fred Fielder 
c. Whetton 
d. Cameron 
215. Which of the following is not a contingency theory of leadership 
a. LPC theory 
b. Path Goal theory 
c. Vroom-Yetton-Jago theory 
d. Job centered Leadership 
216. --------is an attempt through a formal program to integrate employees’ needs 
and wellbeing with the intention of improved productivity, better involvement and 
satisfaction 
a. Quality of Work life 
b. Quality Circle 



 

c. Alternative Work schedule 
d. Job Redesign 
217. ------------- is small groups of workers who meet regularly with their supervisor 
to solve work related problem 
a. Quality of Work life 
b. Quality Circle 
c. Alternative Work schedule 
d. Job Redesign 
218. The concept of Work- Week is related with 
a. Quality of Work life 
b. Quality Circle 
c. Alternative Work schedule 
d. Job Redesign 
219. When a group gives some of its leadership positions to the members of other 
group, it is 
a. Contracting 
b. Co-opting 
c. Co-alition 
d. Competition 
220. --------------refers to the combination of two or more individuals, groups or 
organisation for a common goal with a minimum common programme 
a. Contracting 
b. Co-opting 
c. Co-alition 
d. Competition 
 

OTHER IMPORTANT MCQ’S of ORGANISATION BEHAVIOUR 
 
1. _________________ is known as the “father of scientific management”.  
a) Fredrick W. Taylor,  
b) Henry Fayol,  
c) Robert Owen,  
d) None of these.  
Ans : a  
2. Forces affecting organizational behaviour are – 
 

a) People,  
b) Environment,  
c) Technology, 
d) All of the above.  
Ans : d  
3. Hawthorne Studies is related to which stage of the organizational behaviour 
evolution  
a) Industrial revolution,  
b) Scientific management,  
c) Human relations movement,  



 

d) Organizational behaviour.  
Ans : c  
4. In present context, challenges for OB are – 
 
a) Employee expectation,  
b) Workforce diversity,  
c) Globalization,  
d) All of the above.  
Ans : d  
5. “Leadership motivates the people to work and not the power of money”, 
this concept is related to – 
 
a) Autocratic model,  
b) Custodial model,  
c) Supportive model,  
d) Collegial model.  
Ans : b  
6. Organizational behaviour is – 
 
a) science,  
b) an art,  
c) a science as well as an art,  
d) none of the above.  
Ans : c  
7. The study of organization behaviour has certain basic assumptions.  
They are –  
a) An industrial enterprise is an organization of people,  
b) These people must be motivated to work effectively,  
c) The goals of the employee and the employer may not necessarily coincide.  
d) All of the above. 
 
Ans: D 
 
8. The approach which was instilled in the principles of mass production, 
organization of work, simple work skills and supervisory managerial skills is termed 
as –  
a) The scientific management approach,  
b) Craft system,  
c) Human relations,  
d) Organizational behavior. 
 
Ans : a 
9. The famous study undertaken by US social scientist Elton Mayo and Fritz 
Roethlisberger at the Western Electric’s plant in Chicago is known as –  
a) The scientific study,  
b) The behavioral studies, 
c) The Hawthorne Studies,  
d) The Organizational studies.  
Ans : c  



 

10.Theory X and Theory Y is proposed by – 
 

a) Maslow,  
b) McGregor, 
 c) Vroom,  
d) Jucius.  
Ans : b 
  
11. Need Hierarchy Theory s propounded by – 
 
a) Herzberg,  
b) Alderfer,  
c) Lewin,  
d) Maslow.  
Ans : d  
12. Motivation implied that the employees in an organization – 
 
a) Exert more effort to accomplish the desired goals of the organization,  
b) Exert more effort to accomplish the individual goals,  
c) Exert more effort to accomplish the common goals of employees,  
d) Exert more effort to accomplish the desired goals of the employer, employees and 
the government.  
Ans : a 
13. Which of the following is not considered as a leadership style?  
 a) Task oriented leadership style,  
 b) Society oriented leadership style, 
c) Employee oriented leadership style,  
d) Autocratic leadership style.  
Ans : b  
14. The organizational behaviour consists of –  
 a) organizational theory,  
 b) organizational development, 
c) personnel resources,  
d) all of the above. 
Ans : d  
15. The fundamental of organizational behaviour is /are – 
 
a) Individual differences,  
b) a whole person,  
c) Caused behaviour,  
d) all of these.  
Ans : d 
16. Which is the element of bureaucracy? 
 
a) Rules and regulations,  
b) Hierarchy of authority,  
c) Departmentalization,  
d) all of these.  
Ans : d 



 

  
17. Components of organization theory are –  
a) Goals,  
b) Work,  
c) Adaptation,  
d) all of these. 
 

Ans : d 
 

18. Which of the following is not the modern theory of organization behaviour?  
a) Fusion process theory,  
b) Biological theory, 
c) Behaviour approach theory,  
d) Comparative theory.  
Ans : c 
19. Scope of organization behaviour includes –  

a) interpersonal communication,  
b) attitude development and perception, 
c) Work stress,  
d) all of these.  
Ans : d 
 
20. The ‘Theories of Organization’ book is written by –  
a) Karl Pearson,  
b) David Lev,  
c) John Miner,  
d) Henry Fayol  
Ans : c 
21. Which of the following is not the classical theorist? 
 
a) Winslow Taylor;  
b) Fayol, Crulik and Urwick;  
c) Elton Mayo,  
d) Max Weber.  
Ans : c  
22. The author of ‘The Functions of Executive’ is 
 
a) John Robinson,  
b) Max Weber,  
c) Chester Bernard,  
d) Urwick. 
 Ans : c  
23. Which one is the part of organization?  
a) Formal organization,  
b) Individual, 
c) Physical environment of the work situation,  
d) all of the above.  
Ans : d 
 
24. In order to delegate authority to the junior, a senior must do which of the 
following activities?  



 

a) Development of subordinates,  
b) Commensurate authority, 
c) Clear responsibility,  
d) All of the above.  
Ans : d 
 

25. Model of organizational behaviour consists of –  
a) Management oriented,  
b) Employee oriented, 
c) Employee psychological results,  
d) all of the above.  
Ans : d  
26. As per Robbins, the scope of organization behaviour covers – 
 
a) Motivation, 
b) Leadership,  
c) Group dynamics,  
d) all of these.  
Ans : d  
27. The organizational behaviour plays a very vital role in –  
 a) making effective organization structure,  
b) effective communication, 
c) organizational change,  
d) all of the above.  
Ans : d 
28) Which one of the following is not the contribution of Taylor in Classical Theory?  
a) Delegation authority,  
b) Productivity,  
c) Organizational function, 
d) Motivation.  
Ans : a  
29) Which statement(s) is / are true? 
a) Personality is defined as the unique aspect of an individual’s behaviour,  
b) Man is affected by and affects the environment,  
c) Perception is the mean by which stimuli affected an organism,  
d) all of the above. 
 Ans: d 
30) One can achieve motivation by way of –  
a) Job enrichment,  
b) Job rotation, 
c) Job enlargement,  
d) all of these.  
Ans : d  
31) In the implications of the Hawthorne studies, which of the following reasons are 
given by the workers? 
a) Small group,  



 

b) Type of supervision,  
c) Incentives,  
d) all of the above.  
Ans : d  
32) As per Fred Luthans, the scope of organization behaviour covers – 
a) Communication,  
b) Interactive behaviour and conflict,  
c) Job stress,  
d) all of these.  
Ans : d 
33. Which of the following disciplines is not contributing to the study of 
organizational behaviour? 
a) Psychology, 
b) Anthropology,  
c) Ecology,  
d) Sociology.  
Ans : c 
 

34. ‘Leadership is the activity of influencing people to strive for group objectives’ – 
is the statement given by –  
a) George R. Terry,  
b) Chester Bernard,  
c) Stephen Robbins,  
d) Cumming.  
Ans : a  
35. Which are the managerial styles according to Managerial Grid?  
a) The perfect supervisor,  
b) Employee welfare approach, 
c) Efficiency of manager approach,  
d) all of the above.  
Ans : d  
36. Human motives are developed by – 
 
a) Abrahm Maslow,  
b) Mc Gregor,  
c) Taylor,  
d) V Gerald.  
Ans : a  
37. Theory X states that the average human being prefers to be directed: 
a) Otherwise he will avoid responsibility,  
b) Human beings are lethargic,  
c) This theory represents tradition view of direction and control,  
d) all of the above.  

Ans : d 
38. Theory Y includes:  

a) For man work is as natural as rest and play,  
b) Man exercises self control in attaining objectives  



 

c) Man has skills and capacities of doing work  
d) all of the above.  

Ans : d 
39. Hertzberg’s hygiene factors include – 
 

a) Possibility of growth,  
b) Status,  
c) Advancement and recognition,  
d) all of the above.  
Ans : d 
40. Which is not the need as proposed by Abrahm Maslow? 
 
a) Esteem, 
b) Control,  
c) Self-actualization,  
d) Social.  
Ans : b  
41. The characteristics of a group includes –  
 a) activities or tasks,  
b) Common objectives,  
c) Membership or association with group, 
 
d) all of the above.  
Ans : d  
42. A person fulfills which of these needs by becoming member of a group? 
 
a) Need for recognition,  
b) Social need,  
c) Self-esteem,  
d) all of the above.  
Ans : d  
43. The functions of informal group consists –  
a) Development of co-operation spirit,  
b) Determination of norms, 
c) Creation of congenial work environment,  
d) all of the above.  
Ans : d  
44. The book ‘Organizations, Culture and Ideology’ is authored by – 
a) Cummins,  
b) Edgar H Schein,  
c) Alvesson,  
d) Stephen Robbins.  
Ans : c  
45. Which one is not the style of leadership? 
a) Attitudinal style,  
b) Motivation style,  
c) Power style,  
d) Supervisory style.  



 

Ans : a  
46. Which of the following is / are need of motivation by Maslow? 
a) Security needs,  
b) Affection needs,  
c) Physiological needs,  
d) all of the above.  
Ans : d 
47. Who developed the ‘Two factor theory’ of motivation?  
a)  A H Maslow,  
b) Lawless, David J,  
c) Herzberg,  
d) Hackman.  
Ans : c  
48. Theory X is a theory of – 
 

a) Controlling,  
b) Financial planning,  
c) Motivation,  
d) Learning.  
Ans : c  
49. Expectancy theory can be expressed as –  
a) Motivation = Expectancy x Valency x Instrumentality 
b) Motivation = Expectancy + Valency 
c) Motivation = (Expectancy + Valency) x Instrumentality  
d) None of the above. 
Ans: a  
50. Which of the following is /are the factors of learning? 
 
a) Motivation and perception,  
b) Goal-oriented,  
c) Stimulus and reaction,  
d) all of the above.  
Ans : d  
52. Which one is not the type of learning? 
 
a) Attitudinal learning,  
b) Associative learning,  
c) Vocational learning,  
d) Appreciation learning  
Ans : c  
53. Which one is not the theory of learning?  
a) Theory of conditioning,  
b) Conceptual theory of perception, 
c) Operational conditioning theory,  
d) Stimulus response theory.  
Ans : b  
54. B. F. Skinner introduced which theory of learning?  
a) Operant condition theory,  



 

b) Stimulus response theory,  
c) Theory of conditioning, 
 
d) Theory of associates.  
Ans : a 
55. Which one is the extrinsic motivation? 
 
a) Pension,  
b) Life insurance,  
c) Marginal profit,  
d) all of these.  
Ans : d  
56. Equity theory of motivation is the product of – 
 
a) J S Adams,  
b) R De Charms,  
c) Edwin Locks,  
d) Skinner.  
Ans : a 
57. Goal setting theory was proposed by – 
 

a) Mc Gregor,  
b) Edwin Locks,  
c) Victor Vroom,  
d) Clayton Adderfer.  
Ans : b  
58. Which level of Maslow’s hierarchy of needs deal with satisfying one’s hunger, 
thirst and need for sex?  
a) Psychological,  
b) Physiological,  
c) Security,  
d) Social.  
Ans : b  
59. The first comprehensive contingency model for leadership was developed by – 
 
a) Hersey and Blanchard, 
 b) Blake and Mouton, 
 c) Fred Fiedler,  
d) John Kotter.  
Ans : c  
60. R S connection is indicated in – 
 
a) Classical conditioning,  
b) Cognitive processes,  
c) Operant conditioning,  
d) Social behavior.  
Ans : c 
 
 
 



 

UNIT-2  Human Resource Management 
 

1. Which of the following demographic issues represents a challenge for 
human resource managers? 
(A) Increasingly diverse workforce 
(B) Aging workforce 
(C) Increasing use of contingent workers 
(D) both a and b e. all of the above  
 
2. The proportion of women in the workforce is projected to _____. 
(A) Increase significantly over the coming decade 
(B) Decrease as more women decide to stay home with children 
(C) Stop growing 
(D) Increase at a decreasing rate 
 
3. What tactic will employers likely have to take to fill openings left by 
retiring employees? 
 
(A) Instituting flexible work hours 
(B) Providing elder care 
(C) Hiring more women 
(D) Rehiring retirees 
 
4. A _____ is a company’s plan for how it will balance its internal strengths 
and weaknesses with external opportunities and threats in order to 
maintain a competitive advantage. 
 
(A) SWOT analysis 
(B) Mission statement 
(C) Strategy 
(D) Tactic   
 
5. The performance of human resource departments is evaluated based 
on _____. 
 
(A) Measurable evidence of efficiency 
(B) Measurable evidence of effectiveness 
(C) Anecdotal evidence 
(D) Both a and b 
 



 

6. The term _____ means contributing in a measurable way to achieving the 
company’s strategic goals.  
 
(A) Competitive advantage 
(B) Achievement success 
(C) Value creation 
(D) Success metric 
 
7. Managers use a(n) _____ to measure the HR function’s effectiveness and 
efficiency in producing employee behaviors the company needs to achieve 
its strategic goals. 
 
(A) metric 
(B) HR Scorecard 
(C). benchmark 
(D) high performance work system 
 
8. What term refers to the knowledge, education, training, skills, and 
expertise of a firm’s workers? 
 
(A) Human resources 
(B) Human capital 
(C) Intangible assets 
(D) Knowledge assets 
 
9. What metric evaluates retention efforts by an organization? 
 
(A) Turnover costs 
(B) Turnover rate 
(C) Cost per hire 
(D) Both a and b  
 
10. Firms can use the _____ as a benchmark for the cost per hire metric. 
 
(A) Government employment report 
(B) Cost Per Hire Staffing Metrics Survey 
(C) Employer Costs for Employee Compensation Report 
(D) Government Job Turnover Report 
 
11. Which of these activities are not included in the scope of human 
resource management? 
 



 

(A) Job analysis and design 
(B) Motivation and communication 
(C) Safety and health 
(D) Organizational structure and design 
 
12.  Which of these is a HR Model? 
 
(A) The Guest Model 
(B) Open - System Theory 
(C) Mc Gregor's theory X and theory Y 
(D) None of the above 
 
13. Which of the following tasks related to recruiting and hiring is not 
typically handled by HR staff? 
 
(A) Specify necessary job qualifications 
(B) Develop pool of qualified applicants 
(C) Conduct initial screening interviews 
(D) Administer tests e. explain benefits packages 
 
14. The expertise of human resource departments became indispensable 
with the _____. 
 
(A) introduction of employment laws 
(B) passing of equal employment laws 
(C) increase of women in the workforce 
(D) both (A) and (B) 
 
15. _____ refers to the tendency of firms to extend their sales, ownership, 
and/or manufacturing to new markets abroad.  
 
(A) Expansion 
(B) Market development 
(C) Globalization 
(D) Export growth 
 
16. Most people who are classified as nontraditional workers are _____. 
 
(A) Contingent workers 
(B) Independent contractors 
(C) Job sharing 
(D) Working multiple jobs 



 

 
17. Which of the following is a type of nontraditional worker?  
 
a. contingent workers 
b. part-time workers 
c. people working in alternative work arrangements 
d. people with multiple jobs 
 
Select the answer from the codes given below 
 
(A) a, b & c 
(B) a, b & d 
(C) b, c & d 
(D) a, b, c & d 
 
18. What is the role of a Human Capital Manager? 
 
A. Unlearn old skills and acquire new skills 
B. He or she seeks to fine-tune HR policies and practices to fir the culture 
C. It is the responsibility of a centralised or a decentralised department. 
 
(A) Both A & C 
(B) A, B and C 
(C) Both A & B 
(D) B & C 
 
19. Which of these is the purpose of recruitment? 
 
(A) Make sure that there is match between cost and benefit 
(B) Help increase the success rate of the selection process by reducing the 
number of visibly under qualified or over qualified job applicants. 
(C) Help the firm create more culturally diverse work - force 
(D) None of the above 
 
20. The poor quality of selection will mean extra cost on _______ and 
supervision. 
 
(A) Training  
(B) Recruitment 
(C) Work quality  
(D) None of the above 
 



 

EXPECTED MCQ’s FOR EXAM 
1-The following is (are) the key components of a business process Re-
engineering programme? 
a) Product development 
b) Service delivery 
c) Customer satisfaction 
d) All of the above 
(Ans:d) 
 
2-The actual achievements compared with the objectives of the job is 
 
a) Job performance 
b) Job evaluation 
c) Job description 
d) None of the above 
(Ans:a) 
 
3-The following is (are) concerned with developing a pool of candidates in 
line with the human resources plan 
 
a) Development 
b) Training 
c) Recruitment 
d) All of the above 
(Ans:c) 
 
4-Majority of the disputes in industries is (are) related to the problem of 
 
a) Wages 
b) Salaries 
c) Benefits 
d) All of the above 
(Ans:d) 
 
5-In an organisation initiating career planning, the career path model 
would essentially form the basis for 
 
a) Placement 
b) Transfer 
c) Rotation 
d) All of the above 
(Ans:d) 



 

 
6-Section ________ of the Industrial Disputes Act 1947, states that an 
employer should only retrench employees who have been most recently 
hired 
 
a) 24-F 
b) 24-G 
c) 25-F 
d) 25-G 
(Ans:d) 
 
7-Performance development plan is set for the employee by his 
immediate boss. 
 
a) Employer 
b) Department Head 
c) Immediate boss 
d) Any of the above 
(Ans:c) 
 
8-The following type of recruitment process is said to be a costly affair. 
 
a) Outdoor recruitment 
b) Internal recruitment 
c) External recruitment 
d) Cost remains same for both types 
(Ans: b) 
 
9-The following is (are) the objective(s) of inspection. 
  
a) Quality product 
b) Defect free products 
c) Customer satisfaction 
d) All of the above 
(Ans: d) 
 
10-Large recruitment ____ problematic and vice-versa 
 
a) Less 
b) Large  
c) More 
d) Any of the above 



 

(Ans: a) 
 
11-The ________ programme once installed must be continued on a 
permanent basis. 
 
a) Job evaluation 
b) Training & Development 
c) Recruitment 
d) All of the above 
(Ans: a) 
 
12-The following person has suggested the new concept which takes into 
account various key factors that will tell the overall performance of a job. 
 
a) Elliot Jecques 
b) Fred Luthas 
c) Juran 
d) None of the above 
(Ans: a) 
 
13-For closure, every worker is to be compensated with ________ average 
pay for every year of service completed. 
 
a) 15 days 
b) 20 days 
c) 25 days 
d) 30 days 
(Ans: a) 
 
14-The three important components in aligning business strategy with HR 
practice: 
 
a) Business Strategy, Human Resource Practices, Organisational Capabilities 
b) Marketing Strategy, Human Resource Practices, Organisational Capabilities 
c) Business Strategy, Human Resource Practices, Organisational structure 
d) Marketing Strategy, Human Resource Practices, Organisational structure 
(Ans: a) 
 
15-The basic managerial skill(s) is(are) 
  
a) To supervise 
b) To stimulate 



 

c) To motivate 
d) All of the above 
(Ans:d) 
 
16-The whole process of conducting a 360 – Degree Feedback process in 
any Organisation could last about ________. 
 
a) 1.5 to 3 months 
b) 3 to 6 months 
c) 6 to 9 months 
d) 9 to 12 months 
(Ans: a) 
 
17-In a re-engineering programme, when a process changes so does the 
________ of the concerned employee. 
 
a) Designation 
b) Job profile 
c) Qualification 
d) Job experience 
(Ans: b) 
 
18-The process which is continuous and stops only when the organisation 
ceases to exist 
 
a) Training 
b) Job evaluation 
c) Hiring 
d) All of the above 
(Ans:c) 
 
19-Union leaders at different levels & at federations are elected on ________ 
 
a) Democratic principle 
b) Political considerations 
c) Employer’s recommendation 
d) Seniority basis 
(Ans:a) 
 
20-The following factor would be relatively low if supply of labour is 
higher than demand. 
 



 

a) Production 
b) labour cost 
c) Wage 
d) all of the above 
(Ans:c) 
 
21-The nation wide consumer councils formed by the Government 
comprise of representatives of 
 
Cost account and consumer 
Various ministries 
Manufactures of commerce 
All of the above 
(Ans:d) 
 
22-The following is (are) the option(s) while planning for surplus 
 
Reassign the jobs 
Redesign the jobs 
Reduce work hours 
All of the above 
(Ans:d) 
 
23-The following system is simple, less expensive and less time 
consuming. 
  
Paired comparison 
Confidential report system 
Ranking 
Checklist method 
(Ans:c) 
 
24-The following are the factors which come under ‘ Work planning’ that 
is component systems of HRD 
 
Contextual analysis 
Role analysis 
Performance appraisal 
All of the above 
(Ans:d) 
 



 

25-______ is the simple act of comparison & learning for organisational 
improvement 
 
Benchmarking 
Feedback 
Ranking 
Job evaluation 
(Ans:a) 
 
26-_______ can be defined as a written record of the duties, responsibilities 
and conditions of job. 
 
Job description 
Job specification 
Job profile 
None of the above 
(Ans:a) 
 
27-The three types of forecasts are 
  
Economic, employee market, company’s sales expansion 
Long, Short, Medium 
Production, economic, company’s sales expansion 
Production, labor, economic 
(Ans:a) 
 
28-Under point method, factor(s) generally considered are: 
 
Skill, effort, Accountability 
Skill, job enrichment, accountability 
Wage, job enrichment, accountability 
Wage effort, accountability 
(Ans:a) 
 
29-HRD process variable include: 
 
Role clarity 
Work planning 
Better communication 
All of the above 
(Ans:d) 
 



 

30-The following is (are) included in salary survey. 
Average salary 
Inflation indicators 
Salary budget averages 
All of the above 
(Ans:d) 
31-The following is (are) the key components of a business process Re-
engineering programme? 
 
Product development 
Service delivery 
Customer satisfaction 
All of the above 
(Ans:d) 
 
32-The actual achievements compared with the objectives of the job is 
 
Job performance 
Job evaluation 
Job description 
None of the above 
(Ans:a)  
 
33-The following is (are) concerned with developing a pool of candidates 
in line with the human resources plan 
 
Development 
Training 
Recruitment 
All of the above 
(Ans:c) 

 
34-Majority of the disputes in industries is (are) related to the problem of 
 
Wages 
Salaries 
Benefits 
All of the above 
(Ans:d) 
  
35-In an organisation initiating career planning, the career path model 
would essentially form the basis for 



 

 
Placement 
Transfer 
Rotation 
All of the above 
(Ans:d) 
 
36-Section ________ of the Industrial Disputes Act 1947, states that an 
employer should only retrench employees who have been most recently 
hired 
 
24-F 
24-G 
25-F 
25-G 
(Ans:d) 
 
37-Performance development plan is set for the employee by his 
immediate boss. 
 
Employer 
Department Head 
Immediate boss 
Any of the above 
(Ans:c) 
 
38-The following type of recruitment process is said to be a costly affair. 
  
Internal recruitment 
External recruitment 
Cost remains same for both types 
(Ans:b) 
 
39-The following is (are) the objective(s) of inspection. 
 
Quality product 
Defect free products 
Customer satisfaction 
All of the above 
(Ans:d) 
 
40-Large recruitment ____ problematic and vice-versa 



 

 
Less 
More 
Any of the above 
(Ans:a) 
 
41-The ________ programme once installed must be continued on a 
permanent basis. 
 
Job evaluation 
Training & Development 
Recruitment 
All of the above 
(Ans:a) 
 
42-The following person has suggested the new concept which takes into 
account various key factors that will tell the overall performance of a job. 
 
Elliot Jecques 
Fred Luthas 
Juran 
None of the above 
(Ans:a) 
 
43-For closure, every worker is to be compensated with ________ average 
pay for every year of service completed 
 
15 days 
20 days 
25 days 
30 days 
(Ans:a) 

 
44-The three important components in aligning business strategy with HR 
practice: 
 
Business Strategy, Human Resource Practices, Organisational Capabilities 
Marketing Strategy, Human Resource Practices, Organisational Capabilities 
Business Strategy, Human Resource Practices, Organisational structure 
Marketing Strategy, Human Resource Practices, Organisational structure 
(Ans:a) 
 



 

45-The basic managerial skill(s) is(are) 
To supervise 
To stimulate 
To motivate 
All of the above 
(Ans:d) 
 
46-The whole process of conducting a 360 – Degree Feedback process in 
any Organisation could last about ________. 
 
1.5 to 3 months 
3 to 6 months 
6 to 9 months 
9 to 12 months 
(Ans:a) 
 
47-In a re-engineering programme, when a process changes so does the 
________ of the concerned employee. 
 
Designation 
Job profile 
Qualification 
Job experience 
(Ans:b) 
 
48-The process which is continuous and stops only when the organisation 
ceases to exist 
 
Training 
Job evaluation 
Hiring 
All of the above 
(Ans:c) 
 
49-Union leaders at different levels & at federations are elected on ________ 
 
democratic principle 
political considerations 
employer’s recommendation 
seniority basis 
(Ans:a) 



 

50-The following factor would be relatively low if supply of labour is 
higher than demand. 
 
production 
labour cost 
wage 
all of the above 
(Ans: c) 
 
51-The nation wide consumer councils formed by the Government 
comprise of representatives of 
 
Cost account and consumer 
Various ministries 
Manufactures of commerce 
All of the above 
(Ans: d) 
 
52-The following is (are) the option(s) while planning for surplus: 
 
Reassign the jobs 
Redesign the jobs 
Reduce work hours 
All of the above 
(Ans: d) 
 
53-The following system is simple, less expensive and less time 
consuming. 
 
Paired comparison 
Confidential report system 
Ranking 
Checklist method 
(Ans: c) 
 
54-The following are the factors which come under ‘ Work planning’ that 
is component systems of HRD 
 
Contextual analysis 
Role analysis 
Performance appraisal 
All of the above 



 

(Ans: d) 
 
  
 
55-______ is the simple act of comparison & learning for organisational 
improvement 
 
Benchmarking 
Feedback 
Ranking 
Job evaluation 
(Ans: a) 
 
56-_______ can be defined as a written record of the duties, responsibilities 
and conditions of job. 
 
Job description 
Job specification 
Job profile 
None of the above 
(Ans: a) 
 
57-The three types of forecasts are 
 
Economic, employee market, company’s sales expansion 
Long, Short, Medium 
Production, economic, company’s sales expansion 
Production, labor, economic 
(Ans: a) 
 
58-Under point method, factor(s) generally considered are 
 
Skill, effort, Accountability 
Skill, job enrichment, accountability 
Wage, job enrichment, accountability 
Wage effort, accountability 
(Ans: a) 
 
60-HRD process variable include 
 
Role clarity 
Work planning 



 

Better communication 
All of the above 
(Ans:d) 
 
61-The following is (are) included in salary survey. 
 
Average salary 
Inflation indicators 
Salary budget averages 
All of the above 
(Ans:d) 
 
62-Under training and development plan, the form is to be prepared in 
________ form. 
 
Duplicate 
Structured 
Detailed 
None of the above 
(Ans: a) 
 
63-The process of analyzing jobs from which job descriptions are 
developed are called________. 
 
Job analysis 
Job evaluation 
Job enrichment 
Job enlargement 
(Ans: a) 
 
64-Match the following 
 
Question Correct option 
A. The monitoring stage = 1. The firm identifies and confirms the overall 
business direction. 
B. The clarification stage= 2. Investment on the human capital and the value 
placed by employees on this investment. 
C. The assessment stage=  3. The firm checks the new system against 
strategy. 
D. The design stage= 4. The firm plans the proposed changes into practice. 
The correct order is 
 



 

A-3, B-1, C-2, D-4 
A-3, B-1, C-4, D-2 
A-1, B-3, C-2, D-4 
A-3, B-2, C-1, D-4 
(Ans: a) 
 
65-When effort to earn additional income through a second job does not 
bear fruit, such type of efforts & the consequent results may be called as 
 
Red moon lighting 
Blue moon lighting 
Yellow moon lighting 
Silver moon lighting 
(Ans: b) 
 
66-Which pay is one of the most crucial pay given to the employee & also 
shown in the pay structure? 
 
Performance 
Strategic 
Bonus 
Commission 
(Ans: a) 
 
67-Which of the following is (are) the HRD score card? 
 
a) HRD systems maturity score 
b) Competency score 
c) HRD competencies systems maturity score 
d) All of the above 
(Ans: d)  
 
68-360 -Degree Feedback enhances the quality of ________ decisions. 
 
a) HR 
b) Management 
c) HRD 
d) All of the above 
(Ans: d) 
 
69-In the Grid Seminars, stress is laid on _______. 
 



 

a) Teaching 
b) Professionalism 
c) Training & Development 
d) All of the above 
(Ans: a) 
 
70-The three performance counseling phases are 
 
a) Rapport building, Exploration, Action planning 
b) Support building, Exploration, Action planning 
c) Rapport building, Explanation, Action planning 
d) Rapport building, Exploration, Accurate planning 
(Ans: a)  
 
71-What is that describes the duties of the job, authority relationship, 
skills requirement, conditions of work etc. 
 
a) Job analysis 
b) Job enlargement 
c) Job enrichment 
d) Job evaluation 
(Ans: a) 
 

72. The meaning of the acronym HRM is ______________? 

A. Human Relations Management 

B. Humanistic Resource Management 

C. Human Resource Management 
D. Human Resourceful Management 

73. The term used before the language of modern HRM was ___________? 

A. Labour Relations 

B. Personnel Management 

C. Industrial Management 

D. All of the above 

74. Which of the following is not a function normally performed by HR 
department? 

A. Accounting 
B. Recruitment and Selection 
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C. Pay and Reward 

D. Employee Relations 

75. Which of the following statements is false? 

A. Organizations are now less hierarchical in nature 

B. Organizations are now generally focusing upon domestic rather than 

international matters 

C. Organizations have adopted more flexible norms 

D. Organizations have been subject to a raft of organizational change programs 

76. Human Resource Management is______________? 

A. Employee oriented 
B. Employer oriented 

C. Legally oriented 

D. None of the above 

77. Scope of the HRM includes ______________? 

A. Retirement and separation of employees 

B. HR training and development 

C. Industrial relations 

D. All of the above 

78. Human Resource Management (HRM) is_________? 

A. A Staff function 
B. A line function 

C. A staff function, line function and accounting function 

D. All of the above 

79. The objectives of HRM are categorized as _____________? 

A. Personal objectives 

B. Functional objectives 

C. Organisational and social objectives 

D. All of the above 

80. The scope of HRM does not include ____________? 

A. Retirement of employees 

B. Manpower planning 
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C. Training of employees 

D. Maintenance of accounts 

81. The meaning of the acronym ‘SHRM’ is ____________? 

A. Short-term Human Resource Management 

B. Strategic Human Resource Management 
C. Strategestic Human Resource Management 

D. Strategic Humane Resource Management 

82. Recruitment is widely viewed as a ______________? 

A. positive process 
B. negative process 

C. positive as well as negative process 

D. none of the above processes 

83. Recruitment policy usually highlights need for establishing ____________? 

A. job specification 
B. job analysis 

C. job description 

D. none of the above 

84. The process of developing the applicant’s pool for job openings in an 
organization is called___________? 

A. Hiring 

B. Recruitment 
C. Selection 

D. Retention 

85. A brief write-up of what the job is all about is ____________? 

A. job finding 

B. job summary 
C. job analysis 

D. job specification 

86. A job specification is one of the areas of ___________? 

A. job analysis 
B. job design 
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C. job description 

D. job summary 

87. The division of the total task to be performed into a manageable and efficient 
unit is____________? 

A. a job design 
B. a job specification 

C. a job analysis 

D. a job description 

88. Which of the following is the area from which applicants can be recruited? 

A. Employment Lines 

B.Employees’ Association 

C. Labour Market 
D. Labour Schemes 

89. For forecasting the demand for manpower, the important techniques used 
are_____________? 

A. Delphi Techniques 

B. Statistical Techniques 

C. Work Study Techniques 

D. All of the above 

90. Selection of the candidates is done out of______________? 

A. Target population 
B. internal sources 

C. external sources 

D. internal as well as external sources 

91. HRM is considered as____________? 

A. a reactive function 

B. a proactive function 
C. an auxiliary function 

D. an auxo-reactive function 

92. A job design is ___________? 

A. the design involving maximum acceptable job design qualities to perform a job 

B. the division of total task to be performed into manageable and efficient units 
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C. a systematic way of designing and determination of the worth of a job 

D. none of the above 

93. According to Edwin Flippo, the first and immediate product of job analysis 
is__________? 

A. the job description 
B. the job design 

C. the job production 

D. the job specification 

94. One of the important organizational factors affecting ‘Job Design’ is 
___________? 

A. Workflow 
B. Autonomy 

C. Feedback 

D. Diversity 

95. Behavioral factors affecting job design are _____________? 

A. Autonomy 

B. Diversity 

C. Feedback 

D. All of the above 

96. Factors affecting job design are ____________? 

A. behavioral factors 

B. environmental factors 

C. organizational factors 

D. all of the above 

97. Organisational factors affecting job design are ______________? 

A. workforce and cultural factors 
B. employee availability and abilities 

C. ergonomics and cultural factors 

D. feedback and diversity factors 

98. The procedure for determining the duties and skill requirements of a job and 
the kind of person who should be hired for it is ______________? 
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A. job analysis 
B. job design 

C. job recruitment 

D. job description 

99. A list of the duties, responsibilities, reporting relationship, working conditions 
and supervisory responsibilities of a job as a product of a job analysis is 
_____________? 

A. job enlargement 

B. job design 

C. job description 
D. job enlistment 

99. Job Characteristics Model is proposed by ____________? 

A. Hockman and Coldham 

B. Hockman and Oldcham 

C. Hackman and Oldham 
D. Horkman and Olatham 

100. The Integrated System Model of Strategic Human Resource Manaqement 
acknowledges the existence within the organisation of _______________? 

A. multiple cultural and strategic environment 

B. multiple stakeholders 
C. multiple recruitment integrated system 

D. multiple structural organizations 

101. One of the dimensions included in the Harvard Model is ______________? 

A. HR outcomes interest 

B. Behavioral interest 

C. Stakeholders interest 
D. Performance interest 

102. Manpower inventory involves ________________? 

A. the classification of the inventory of workers in an organisation in addition to the 

qualities. 

B. the classification of characteristics of personnel in an organisation, in 

addition to counting their number. 
C. the classification of characteristics of managers’ qualities in addition to their 
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number. 

D. the classification of characteristic features of functions for inventory in addition 

to the total number of functions. 

103. One of the external sources of recruitment is ____________? 

A. retired managers and employees 

B. dependents of deceased employees 

C. gate hiring 
D. none of the above 

(more…) 

104. Selection is_________? 

A. Subjective 
B. Objective 

C. Normative 

D. Positive 

105. Recruitment__________________ 

A. follows selection 

B. precedes selection 
C. matches selection 

D. none of the above 

106. Manpower inventory is ____________? 

A. to find out how manpower is to be utilized 

B. to prepare inventory for scheduling manpower 

C. the data collected about the present employees of an organization 
D. the data as calculated by demand forecast and compared with inventory in respect 

of manpower 

107. E-recruiting methods include____________? 

A. internet job boards 

B. career websites 

C. employer websites 

D. all of the above 

108. The Job Characteristics Model is one of the most influential attempts 
to____________? 
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A. design jobs with increased motivational properties 
B. assign jobs with proper motivational properties 

C. analyse jobs with increase and proper motivation 

D. describe jobs with increase motivation for proper jobs 

109. High job satisfaction is the outcome of which of the following core 
dimensions described by the Job Characteristics Model? 

A. Task identity 

B. Task significance 

C. Feedback 

D. Autonomy 

110. Low absenteeism and turnover is the outcome of which of the following core 
dimensions described by the Job Characteristics Model 

A. Autonomy 

B. Feedback 
C. Task Identity 

D. Task Significance 

111. Which of the following factors is one of the environmental factors affecting 
job description: 

A. Workflow and culture 

B. Autonomy and feedback 

C. Employee availability and abilities 
D. Culture and diversity 

112. A broad, general and written statement of a specific job based on the 
findings of an analysis is called as __________? 

A. Specific Job Design 

B. Job Identification 

C. Specific Particular Analysis 

D. Job Description 

113. The Michigan Model emphasis the following functions and their interrelates. 

A. selection, recruitment, induction and promotions 

B. appraisal, rewards, promotions and retention 

C. selection, recruitment, rewards and promotion 

D. selection, appraisal, rewards and human resource development 
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114. The Integrated system model is also known as ___________? 

A. Harvard Model 
B. Michigan Model 

C. Integrated Model 

D. Warwick System Model 

115. A general statement or understanding which provides guidelines for 
decision-making to H.R. managers in respect of various H.R. functions and 
activities is known as ____________? 

A. H.R. Vision statement 

B. H.R. Philosophy 

C. H.R. Mission statement 

D. H.R. Policy 

116. When an interviewer prepares a list of questions in advance and asks those 
question to the candidate to obtain the information from him; it is called 
___________? 

A. a structured interview 
B. a well-organized interview 

C. a systematic type interview 

D. none of the above 

117. When an interviewer asks the questions to the candidate according to the 
response received from him and the questions asked are not pre-determined in 
such an interview, it is called ___________? 

A. unprepared type of interview 

B. unstructured interview 
C. unconditional interview 

D. none of the above 

118. Job identification is one of the components of _____________? 

A. job specification 

B. job design 

C. job description 

D. job evaluation 

119. systematic and orderly process of determining the worth of a job in relation 
to other jobs is ____________? 
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A. worth job specification 

B. job description 

C. job evaluation 
D. job identification 

120. A broad statement of the purpose, scope, duties and responsibilities of a 
particular job is___________? 

A. job specification 

B. job description 
C. job analysis 

D. job design 

121. Job descriptions are also called as____________? 

A. Task oriented 
B. Task analysis 
C. performance oriented 
D. Credit analysis 

100% EXPECTED MCQ’S FOR EXAM 

122. The Dewey Decimal Classification divides human knowledge into 

(A) 10 basic categories. 
 
(B) 100 basic categories. 
 
(C) 1000 basic categories. 
 
(D) 10000 basic categories. 
 
Answer: (A) 
 
 123. Call Number of a Book Means 
 
(A) Book Number 
 
(B) Class Number 
 
(C) Both (A) and (B) are true 
 
(D) None of the above 
 
Answer: (C) 
 
  
124. Accession Number means 
 
(A) Call Number of a book 
 
(B) Unique Number for a book inside a particular library. 
 
(C) Book Number 
 
(D) Class number 
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Answer: (B) 
 
  
 
125. How many digits have in the ISSN 
 
(A) 10 
 
(B) 8 
 
(C) 13 
 
(D) 15 
 
Answer: (B) 
 
 126. Main use of Shelf list is 
 
(A) Cataloging 
 
(B) Circulation 
 
(C) Stock Verification 
 
(D) Book Selection 
 
Answer: (C) 
  
 
127. Posting the right person at the right place is called ________ 
 
(A) Recruitment 
 
(B) Coaching 
 
(C) Deployment 
 
(D) Induction 
 
Answer: (A) 
 
  
128. TQM is a system of continuous improvement employing participative 
management and centered on needs of the ________ 
 
(A) Customers 
 
(B) Staff 
 
(C) Organization 
 
(D) Government 
 
Answer: (C) 
   
 
129. Financial support given to libraries are of two types - Recurring and 
 
(A) Ad-hoc 
 
(B) Endowments 
 
(C) Annual 
 
(D) Non-recurring 
 
Answer: (B) 
 



 

 
130. Principle of maximum aggregate benefit is concerned with__ 
 
(A) Growth of library 
 
(B) Library use 
 
(C) Library service 
 
(D) Library fee 
 
Answer: (C) 
  
 
131.  …….. takes items of expenditure for libraries as the working data for allocation of 
funds. 
 
(A) Method of details 
 
(B) Per capita method 
 
(C) Principle of economy 
 
(D) Library budget 
 
Answer: (D) 
 
  
132. A budget which mainly covers items of current revenue and expenditure is called 
__. 
 
(A) Programme budget 
 
(B) Welfare economics 
 
(C) Current budgeting 
 
(D) Capital budgeting 
 
Answer: (D) 
 
133. The library budget of a university is passed by the ? 
 
(A) Senate 
 
(B) Executive Council 
 
(C) Academic Council 
 
(D) Research Council 
 
 
Answer: (B) 
 
134. In fund accounting, _______ fund can not be used for other purposes. 
 
(A) Recurring 
 
(B) Non-recurring 
 
(C) Restricted 
 
(D) Encumbering 
 
Answer: (A) 
 
 
135. Scrutiny of financial transactions is called 
 



 

(A) Budgeting 
 
(B) Programming 
 
(C) Accounting 
 
(D) Auditing 
 
Answer: (D) 
 
 
136. What are the two parts of the annual report of the library 
 
(A) Primary and Secondary 
 
(B) Analytical and Systematic 
 
(C) Upper and Lower 
 
(D) Descriptive and Statistical 
 
Answer: (D) 
 
 
137. How many columns are there in the accession register? 
 
(A) 10 
 
(B) 12 
 
(C) 14 
 
(D) 16 
 
Answer: (C) 
 
 
138. PPBS relates to 
 
(A) Book selection 
 
(B) Journal selection 
 
(C) Budgeting 
 
(D) Library records 
 
Answer: (C) 
 
 
139. Zero based budget is concerned with 
 
(A) Present 
 
(B) Past 
 
(C) Future 
 
(D) Remote future 
 
Answer: (C) 
 
140. Another term of PERT is 
 
(A) CPM 
 
(B) POSDCORB 
 
(C) MBO 



 

 
(D) HRM 
 
Answer: (A) 
141. POSDCORB is related to 
 
(A) Library cataloguing 
 
(B) Library reference service 
 
(C) Library administration 
 
(D) Library automation 
 
Answer: (C) 
 
  
142. What are the standard size of the Accession Register is 
 
(A) 16” * 12” 
 
(B) 16” * 13” 
 
(C) 16” * 11” 
 
(D) 16” * 18” 
 
Answer: (B) 
 
143. A good library building is an outcome of librarian and. 
 
(A) Registrar 
 
(B) Building Corporation 
 
(C) Finance Officer 
 
(D) Architect 
 
Answer: (D) 
 
 
144. ________ are the storage areas for the various types of documents kept in a library. 
 
(A) Tasks . 
 
(B). Racks 
 
(C) Stacks 
 
(D) Desks 
 
Answer: (C) 
 
 
145. Study carrels are exclusive areas meant for 
 
(A) Students 
 
(B) Public 
 
(C) Women 
 
(D) Researchers 
 
Answer: (D) 
 
146. Library catalogue cards are filed in specially designed drawers called 
 



 

(A) Charging tray 
 
(B) Catalogue cabinet 
 
(C) Display rack . 
 
(D) Filling equipment 
 
Answer: (B) 
 
 
147. Information Gatekeepers come under ________ sources. 
 
(A) Documentary 
 
(B) Human 
 
(C) Institutional 
 
(D) Neo-conventional 
 
Answer: (A) 
 
 
148. ________ is a legal document and can be used as a source of industrial information. 
 
(A) Report 
 
(B) Law Review 
 
(C) Patent 
 
(D) Specification 
 
Answer: (D) 
 
  
149. In Encyclopaedia Britianica, ___________ acts as an index to macropaedia. 
 
(A) Bibliography 
 
(B) Introduction Part 
 
(C) Propaedia 
 
(D) Micropaedia 
 
Answer: (D) 
 
150. One of the book selection principles states that “the best reading for the largest 
number at the ……………Cost.” 
 
(A) Maximum 
 
(B) Medium 
 
(C) Least 
 
(D) Zero 
 
Answer: (C)  
 
151. Payments for the books purchased can be made only after 
 
(A) Accessioning 
 
(B) Classification 
 
(C)Cataloguing 



 

 
(D) Arrangement in the shelve 
 
Answer: (A) 
 
 
152. The standard size of an accession register is ? 
 
(A) 15” x 13” 
 
(B) 16 x 13” 
 
(C)12” x 5” 
 
(D) 5” x 3” 
 
Answer: (B) 
 
 
153. Technical section performs mainly two functions namely classification and 
 
(A) Accessioning 
 
(B) Bills payment 
 
(C) Cataloguing 
 
(D) Shelving 
 
Answer: (C) 
 
 
154. Getting books back from the users and releasing the borrower’s ticket is known 
as 
 
(A) Charging 
 
(B) Holding 
 
(C) Reserving 
 
(D) Discharging 
 
Answer: (D) 
 
 
155. While entering the library, the personal belongings of a reader is kept in ________ 
 
(A) Cloak Room 
 
(B) Property Counter 
 
(C) Gate counter 
 
(D) Store room 
 
Answer: (B) 
 
 
 
156. Books misplaced on the shelves by readers are restored. This work is referred to 
as. 
 
(A) Shelving 
 
(B) Stock verification 
 
(C) Shelf rectification 
 



 

(D) Shifting 
 
Answer: (C) 
 
  
 
157. Outdated and seldom used books are withdrawn from the library is known as 
___________. 
 
(A) Shelving 
 
(B) Weeding 
 
(C) Circulating 
 
(D) Guiding 
 
Answer: (B) 
 
  
 
158. The objective of library binding is ________of the library materials. 
 
(A) Proper organisation 
 
(B) Accessibility. 
 
(C) Durability 
 
(D) Humidity control 
 
Answer: (C) 
 
  
 
159. All part and pages of a volume are correctly sequenced in the first stage of 
binding process known as? 
 
(A) Sewing 
 
(B) Guard 
 
(C) Pulling 
 
(D) Collation 
 
Answer: (D) 
 
  
 
160. Sheets before and after the text of a book are called _________. . 
 
(A) End papers 
 
(B) Attach cover 
 
(C) Head bands 
 
(D) Gilding 
 
Answer: (A) 
 
  
 
161. Leather being used as one of the binding materials i.e., _________ is the strongest 
leather. 
 
(A) Roan 
 



 

(B) Imitation 
 
(C) Pig skin 
 
(D) Sheep skin 
 
Answer: (D) 
  
162.  ________ has prescribed certain standards for library binding. 
 
(A) ILA 
 
(B) ALA 
 
(C) BLA 
 
(D) NBT 
 
Answer: (B) 
  
 
163. A skillful method of providing means mechanism and structural elements to. 
streamline organizational work is known as _______ 
 
(A) Strategic planning 
 
(B) Role analysis 
 
(C) Work culture 
 
(D) Autonomous planning 
 
Answer: (A) 
 
  
164. Calcutta Public Library was established during 
 
(A) 15th Century 
 
(B) 16th Century 
 
(C) 19th Century 
 
(D) 20th Century. 
 
Answer: (C) 
 
165. ______ budgeting does not take into account what happened in the past but 
emphasizes on current activities. 
 
(A) Formula 
 
(B) Performance 
 
(C) Programme 
 
(D) Zero-base 
 
Answer: (B) 
 
166. The library budget of a university is passed by the? 
 
(A) Senate 
 
(B) Executive Council 
 
(C) Academic Council 
 
(D) Research Council 



 

 
 
Answer: (B) 
 
 167. In fund accounting, _______ fund cannot be used for other purposes. 
 
(A) Recurring 
 
(B) Non-recurring 
 
(C) Restricted 
 
(D) Encumbering 
 
Answer: (A) 
 
168. Scrutiny of financial transactions is called 
 
(A) Budgeting 
 
(B) Programming 
 
(C) Accounting 
 
(D) Auditing 
 
Answer: (D) 
 
 
169.  ________ is one of the records of circulation section. 
 
(A) Accession Register 
 
(B) Day book 
 
(C) Catalogue Card 
 
(D) AACR-2 (R) 
 
Answer: (A) 
 
170. The marketing concepts in Library Service include 
 
(A) analysis, planning, implementation and control 
 
(B) advertising, planning, analysis and control 
 
(C) distribution, control, analysis, implementation 
 
(D) indexing, planning, control and implementation. 
 
Answer: (B) 
 
 
171. There are a few basic factors which may be applied in winning the hearts of the 
readers. They are 
 
(A) Psychological factor, environmental factor, social factor 
 
(B) Self factor, psychological factor, service factor 
 
(C) Service factor, philosophical factor, self factor 
 
(Dl Technological factor, service factor, self factor. 
 
Answer: (D) 
 
 

 



 

OTHER IMPORTANT QUESTIONS OF HRM 
1. What is the meaning of the acronym HRM?  

a) Human Relations Management,  

b) Humane Resource Management, 
c) Human Resource Management,  
d) Humanistic Resource Management.  
 Ans : c  
2. What is the meant by the acronym CIPD?  
a) Chartered Institute of Personnel and Development,  
b) Chartered Institute of People and Development,  
c)  Chartered Institute of Personnel Directors,  
d) Chartered Institute of Performance Development.  

Ans : a  

3. What is meant by the acronym SHRM? 
 

a) Superior Human Resource Management, 
b) Sophisticated Human Resource Management, 
c) Strategic Human Resource Management,  
d) Soft Human Resource Management.  
Ans : c  
4. What is meant by the acronym HCM?  
a) High Capability Management,  
b) High Class Management, 
c) High Calibre Management,  
d) High Commitment Management.  
Ans : d 
5. Which of the following is not a function normally performed by the HR 
department?  
a) Employee relations,  
b) Accounting,  
c) Training & development,  
d) Recruitment & selection.  
Ans : b  
6. What is meant by the acronym HPWS?  
a) High Performance Work Scenario,  
b) High Performance Work System, 
c) High Pressure Work System,  
d) High Performance Wages System.  
Ans : b  
7. What is the meant by the acronym VET?  
a) Vocational Experience and Training,  
b) Vocational Expertise and Training,  
c)  Voluntary Education and Training,  
d) Vocational Education and Training. 
Ans : d  



 

8. What is the meant by an SME?  

a) Small Medium Enterprise,  
b) Small Manufacturing Enterprise, 
c) Small Manufacturing Employer,  
d) Small Medium Employer.  
Ans : a  
9. Which of the following is not a type of performance appraisal?  
a) Team based appraisal,  
b) Appraisal of managers,  
c) Customer appraisals, 
d)45 degree appraisal.  
Ans : d 
10. What is the meaning of upward appraisal?  
a) Employees rate the performance of their manager,  
b) Line managers rate the performance of employees,  
c) Employees rate the performance of their peers,  
d) Senior managers rate the performance of line managers.  

Ans : a  

11. What is meant by 360 degree appraisal?  

a) A system where feedback is obtained from peers subordinates and supervisors,  
b) A system where a senior manager rates all line managers simultaneously,  
c) A system where every employee rates another employee chosen at random,  
d) A system where the line manager rates subordinates simultaneously.  

Ans : a 
12. What is meant by the ‘Veblen effect’?  

a) The practice of giving everyone high ratings,  
b) The practice of giving everyone low ratings,  
c) The practice of giving everyone average ratings, 
d) The practice of giving everyone random ratings.  
Ans : c 
13. The practice in which ‘senior executives periodically review their top executives 
and those in the next-lower level to determine several backups for each senior or 
key position in the firm’ is termed as –  
a) Performance appraisal,  
b) Succession planning, 
c) Management development,  
d) Training.  
Ans : b 
14. The two sources of recruitment are –  
a) Newspaper and Consultants,  
b) Campus and Employment Exchange, 
c) Transfer and References,  
d) Internal and External.  
Ans : d 



 

15. _____________ and ______________ are associated with the Hawthorne studies.  
a) Dale Yoder and Honemen,  
b) Elton Mayo and F. J. Roethlis Berger,  
c) Maslow and Herzberg, 
d) Taylor and Smith.  
Ans : b  
16. A human relation programme represents an attempt in improving employee  
___________and ____________ through an improved three way communication.  
a) Pay and Bonus,  
b) Working hour and Attendance, 
c) Morale and Motivation,  
d) Commitment and Tenure  
Ans : c  
17. The industrial relations activity of a personnel officer includes –  

a) Recruiting, Interviewing;  
b) Grievance Handling, Contract Negotiations; 
c) Transfer, Termination;  
d) Leadership, Motivation. 
 Ans : b  
18. Job Analysis record included the preparation of __________ and _____________.  
a) Role and Task,  
b) KRA and Appraisal,  
c) Job Description, Job Specification, 
d) Training Needs and Applications Ans : c 
19. Ramesh is conducting an interview for hiring the Sales Executive for his 
organization. He needs to know about the personality of the person. What method 
he may use –  
a) Physical examination,  
b) Reference check,  
c) Psychological test,  
d) Depth interview.  
Ans : c 
 
20. HRM is more _______________ whereas Personnel Management is slightly 
narrow.  
a) Complex,  
b) Detailed,  
c) Mechanical, 
d) Growth-oriented.  
Ans : d 
21. ___________ is a written record of the duties, responsibilities and conditions of 
the job.  
a) HRIS,  
b) Skills inventory,  
c) Job analysis,  
d) Job description.  



 

Ans : d  
22. Minimum Wages Act was passed in which year – 
 
a) 1910,  
b) 1948,  
c) 1950,  
d) 1947  
Ans : b  
23. Which of the following is not an external source of recruitment?  
a) Advertisement,  
b) Promotion, 
c) Employment agencies,  
d) Employee referrals.  
Ans : b 
24. The term ‘Training’ indicated any process by which the aptitudes skills and 
abilities of employees to perform specific jobs are _____________.  
a) Evaluated,  
b) Rated,  
c) Decreased,  
d) Increased.  
Ans : d  
25.The best medium to reach a large audience for the process of recruitment is –  

a) Casual applicants,  
b) Advertising, 
c) Employee referrals,  
d) Employment agencies.  
Ans : b  
26. ____________ is an outside third party who is brought in to settle a dispute, 
and he or she has the authority to make a decision. 
 
a) Government,  
b) An arbitrator,  
c) Union,  
d) Legal Expert.  
Ans : b  
27. Human resource management function does not involve – 
 
a) Recruitment,  
b) Selection,  
c) Cost control,  
d) Training.  
Ans : c  
28. Which of the following is an objective of human resource management? 
 
a) Productivity,  
b) Quality of work life,  
c) Organizational change,  
d) all these.  



 

Ans : d  
29. Which of the following is the cause of sickness of an enterprise?  
a) Lack of adequate capital,  
b) Lack of demand for the products, 
c) Lack of raw materials,  
d) All of the above.  
Ans : d  
30. Which of the following is not the component of work study?  
a) Work measurement,  
b) Case study,  
c) Time study,  
d) Motion study.  
Ans : b  
31. Job analysis involves –  
a) Job description and job specification,  
b) Job order and job description, 
c) Job specification and job order,  
d) Job satisfaction and job description.  
Ans : a  
32. Labour welfare facilities were incorporated in which legislation? 
a) MRTP Act,  
b) Essential Commodity Act,  
c) Consumer Protection Act,  
d) Factories Act.  
Ans : d  
33. Selection of persons in an organization is the responsibility of: 
a) Security department,  
b) Personnel department,  
c) Trade unions,  
d) Canteen department.  
Ans : b 
34. Which one is not a performance appraisal method?  

a) 360 degree performance appraisal,  
b) Balanced score card, 
c) Rank method,  
d) Interview method.  
Ans : d  
35. Which are the operative functions of HRM? 
 
a) Organizing,  
b) Directing,  
c) Controlling,  
d) All of these.  
Ans : d  
36. Communication can be – 
 
a) Oral, 



 

b) Written,  
c) Oral and written,  
d) None of these.  
Ans : c  
37. On-the-Job training methods are based on – 
 
a) Demonstration method,  
b) Apprenticeship method,  
c) Informal training,  
d) all of the above.  
Ans : d  
38. Physical conditions of work involves – 
 
a) Lighting,  
b) Temperature,  
c) Rest breaks,  
d) all of these.  
Ans : d  
39. Personality test includes – 
 
a) Training method,  
b) Projective test,  
c) Thematic appreciation test,  
d) Both ‘b’ and ‘c’  
Ans : d  
40. Training information system includes – 
 
a) Training aids,  
b) Internal and external faculty,  
c) Training resources,  
d) Training needs.  
Ans : d  
41. Which one is a type of test? 
 
a) Aptitude test,  
b) Personality test,  
c) Achievement test,  
d) All of these. 
Ans : d  
42. Recruitment is a ___________ process. 
 
a) Negative,  
b) Neutral,  
c) Positive,  
d) None of these.  
Ans : b  
43. Objectives of training is –  
a) Increased morale,  
b) Increased productivity, 
c) Favorable reaction to change,  



 

d) all of the above.  
Ans : d  
44. Staffing includes –  
a) Work load estimation,  
b) Appointments of personnel, 
c) Placement and induction,  
d) all of the above.  
Ans : d  
45. Functions of HRD consists – 
a) Performance appraisal,  
b) Career planning and development, 
c) Employment,  
d) all of the above.  
Ans : d  
46. Which of the following is /are the internal sources of recruitments? 
 
a) Trainees,  
b) Extension of service,  
c) Internal job posting,  
d) all of these.  
Ans : d  
47. Human Resource Audits summarize each employees’ – 
 
a) Skills and abilities,  
b) Property,  
c) Evidences,  
d) Personal life.  
Ans : a  
48. The book HR Champions is authored by – 
 
a) Dave Ulrich,  
b) Keith Davis,  
c) Koontz,  
d) Bedaux.  
Ans : a  
49. Which of the following statements are false?  
a) HRM is a strategic management function,  
b) HRM treats employee as a resource, 
c) HRM function is treated as only an auxiliary function,  
d) HRM is the management of talent pool.  
Ans : c  
50. Job Analysis can be used in compensation to identify – 
 
a) Service,  
b) Skills,  
c) Product,  
d) Cist.  
Ans : c  
51. HRA stands for –  



 

a) Human Resource Audit,  
b) Human Resource Accounting, 
c) Human Resource Allowance,  
d) House Rent Act.  
Ans : b  
52. Human Resource Management includes – 
 
a) Dynamic HR planning,  
b) Trade unions,  
c) Downsizing,  
d) All of these.  
Ans : d  
53. Which one is the motivation theory?  
a) Demand theory,   
b) Reinforcement theory, 
c) Vroom’s theory,  
d) Transactional analysis.  
Ans : c  
54. Man power planning system includes –  
a) corporate plan,  
b) manpower inventory, 
c) manpower demand forecast,  
d) all of the above. 
Ans : d  
55. Aptitude test includes –  
a) Intelligence test,  
b) Skill test,  
c) Mechanical aptitude test,  
d) all of the above. 
Ans : d  

56. Industrial accident may caused due to:  

a) faulty equipments and machines,  
b) improper working condition, 
c) wrong working procedures,  
d) all of the above.  
Ans : d  
57. Which of the following are central organizations of workers? 
 
a) INTUC,   
b) AITUC,   
c) INC,   
d) UTUC.  
Ans : c  
58. The trade union activity in India made a beginning even before the end of ______ 
century? 
 
a) 19th century,  



 

b) 20th century,  
c) 18th century,  
d) 21st century.  
Ans : a 
 
59. Who started on agitation to draw attention of the Government to deplorable 
condition of women and child labour in Indian industry?  
a) Mr. Sorabjee Shapurjee,  
b) Mahatma Gandhi,  
c) Pt. Jawahar Lal Nehru,  
d) C. Roy.  
Ans : a  
60. A tripartite Industrial Committee on fair wages was appointed in – 
 
a) 1948,  
b) 1947,  
c) 1950,  
d) 1951.  
Ans : b  
61. Objectives of Trade Union includes –  
a) To secure better wages for the workers,  
b) To protect bonus of workers, 
c) To strive for better working conditions,  
d) all of the above.  
Ans : d  
62. The Employment Exchange (Compulsory Notification of Vacancies) Act came into 
force in the year –  
a) 1948,  
b) 1959,  
c) 1961,  
d) 1972.  
Ans : b  
63. Social capital includes – 
 
a) Public roads,  
b) Equity shares,  
c) raw-materials,  
d) all of these.  
Ans : a  
64. Job analysis is the basis for: 
 
a) Job evaluation,  
b) Performance appraisal,  
c) Job enrichment,  
d) Bargaining.  
Ans : a  
65. Which one is not the method of appraisal? 
 
a) Straight ranking,  



 

b) BARS,  
c) Understudy,  
d) Critical incident.  
Ans : c 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

UNIT-3  BUSINESS ENVIREONMENT 
1. --------is the process of analyzing the environment for the identification of 

factors which have impact on or have implication for the business. 
(a)Forecasting 

(b) assessment 

(c ) scanning 

(d) None of these 

  
2. The low income economies are sometimes referred to as ---------- 
(a) First world 

(b) Second world 

(c ) Third world 

(d) None of these 

3. This is the Govt.’s strategy in respect of public expenditure and revenue 

which have a significant Impact on business. 
(a) Monetary policy 

(b) Fiscal Policy 

(c ) Trade policy 

(d) Foreign exchange policy 

4. In which year the constitution of India was amended to add, among other 

things, that India should be a socialist state? 

(a) 1954 

(b) 1976 
(c ) 1980 

(d) 1985 

5. The method used for transferring complex technology is ----------- 
(a) Trunkey contracts 

(b) Licensing agreements 

(c )Training of experts 

(d) None of these 

6. ---------is concerned with holding the balance between economic and social 

goals and between Individual and communal goals. 

(a) Corporate Management 

(b) Corporate governance 

(c ) Business ethics 

(d) None 

7. In which year the Adrian Cadbury Committee on corporate governance was 

appointed? 

(a) 1991 (b) 1996 (c ) 1980 (d) 2000 

8. CII stands for: 
(a) Confederation of Indian Industries 

(b) Condition of Indian Industries 

(c ) Classes of Indian Industries 



 

(d) Civilians of Indian Industries 
9. According to Birla Committee on Corporate governance, the non executive 

directors should Comprise at least -------- per cent of the Board, if one of them 

is the chairman 

(a)30% (b) 20 (c ) 10 (d) 70 

10. According to Birla Committee, the non executive directors should Comprise 

at least -------- percent of the Board, if the Chairman and managing director is 

the same person. 

(a) 50% (b) 20% (c ) 10 (d) 20 

11. --------- is concerned with the withdrawal of State from an industry or 

sector, partially or fully 
(a) Liberalization 

(b) Modernisation 

(c ) Privatization 

(d) Globalisation. 

12. In which year Govt. of India appointed the Rangarajan Committee on 

disinvestment in PSEs 

(a) 1990, (b) 1991 (c ) 1993 (d) 1996 

13. The Govt. of India constituted a Public sector Disinvestment commission 

on------ 
(a) 15 March 1991 

 (b) 23 Aug 1993 

 (c ) 23 Sept.1993  

(d) 06 May 1994 
14. Which Act was replaced with the introduction of Competition Act 2002? 
(a) FERA  

(b ) MRTP  

(c) POTA  

(d) None of these 

15. Competition Act was enacted in the year------- 

(a) June 2002  

(b) Dec. 2002  

(c ) January 1999  

(d) None of these 

16. Which committee recommended the enactment of Competition Act 

(a) High level Committee on competition policy and 

Law 

(b) A Committee on Law and Order 

(c ) A Central Committee for Research and Policy 

(d) None of these. 

17. ----------is the rate at which the central bank discounts or rediscounts the 

eligible bills. 

(a) Credit rate (b) Bank rate (c ) Bill rate (d) Deposit rate 



 

18. Who is concerned with the auditing of the receipts and expenditure of the 

State and Central Govt. 
(a) Accountant General 

(b) Comptroller and Auditor General 

( C) Reserve Bank of India 

(d) None of the above. 
19. Which policy is concerned with raising revenue through taxation and 

deciding on the level and Pattern of expenditure? 

(a) Monetary policy 

(b) fiscal Policy 

(c ) Cash policy 

(d) None of these 

20. Who is responsible for presenting the Union Budget before the Parliament? 

(a) Prime Minister 

(b) Finance Minister 

(c) RBI Governor 

(d) None of the se 

21. ---------is concerned with all current expenditure of the Govt. on 

administration 

(a) Revenue expenditure 

(b) Capital expenditure 

(c) Total Expenditure 

(d) None 

22. The Planning commission was set up in India in -------- 

(a) 1950 (b) 1951 (c) 1947 (d) 1952 

23. Who is the President of National Development Council ? 
(a) Finance Minister 

(b) Prime Minister 

(c) Monteng sing Aluvalia 

(d) None 

24. The intervening period between third and forth Five year plans is regarded 

as --- 

(a) Plan period 

(b) Plan holidays 

(c ) Plan days 

(c) None of these 

25. Which Govt. introduced the concept of ‘ Rolling Plan’ 
(a) Manmohan govt. 

(b) Vajpayee 

(c) Janatha Govt. 

(d) Rao Govt. 

26. From which five year plan ‘growth with social justice’ has received added 

emphasis? 



 

(a) 5th (b) 4th (c ) 3rd (d) 6th 

27. Which sector got priority in the 1st five year plan? 

(a) Agriculture 

(b) Industrial 

(c) Infrastructure 

(d) Communication 

28. GAAT was born in the year-------------- 
(a) 1948 (b)1945 (c) 1947 (d) 1950 

29. What was the predecessor of WTO? 

(a) GAAT (b) IMF (c) ADB (d) None of the above 

30. In which year WTO was formulated ? 

(a) 1995 (b) 1948 (c )1991 (d) 1988 

31. FEMA was passed in the year --- 

(a) 1999 (b) 1989 (c) 2000 (d) 1997 

32. ----------refers to regulation of credit for specific purpose or branches of 

economic activity? 

(a) Credit control  

(b) Selective Control  

(c) Bank control 

(d) None of these 

33. ---------is the difference between the market value of security and the 

amount lent by the Bank? 
(a) Loan amount  

(b) Margin of safety  

(c ) Margin  

(d) None of these 

34. The quota system was first introduced in the year? 
(a) 1955  

(b) 1960  

(c) 1949  

(d) 1952 

35. PLR stands for 
(a) Prime ministers Land Recovery 

(b) Prime Lending Rate 

(c) Price Leverage Rate 
(d) None of these 

36. The policy of govt. related to Export and Import is: 
(a) IMEX policy 

(b) EXIM policy 

(c) Export policy 

(d) None of these 

37. SEZ stands for ---- 

(a) Special Economic Zone 



 

(b) Special Export Zone 

(c) Socially Backward Zone 

(d) None 

38. ------- is an Act to control and regulate the concentration of economic power 

to the common detriment? 
(a) IRDA Act  

(b) MRTP  

(c) ILO Act  

(d) FERA 

39. Consumer Protection Act was came in to force------- 

(a) 1985 (b) 1986 (c) 1999 (d) 1989 

40. --------consist of economic conditions ,economic policies, industrial policies 

and economic system: 
(a) Business environment 

(b) Economic Environment 

(c) Natural Environment 

(d) None 
41. Indian Economy is an example of ------ 

(a) Capitalist economy 

(b) Closed economy 

(c) Mixed Economy 

(d) None of these 

42. ------- economy is not planned, controlled or regulated: 

by the Govt. 

(a)Closed Economy 

(b) Mixed Economy 

(c) Free market economy 

(d) None of these 

43. --------is the main aim of economic planning in India? 

(a)Economic Growth 

(b) Industrial expansion 

(c) Growth with social justice 

(d) N0ne 

44. ------is the apex body of the economic planning in India? 

(a) Planning Commission 

(b) Parliament 

(c) Supreme Court 

(d) None of these 

45. TRYSEM was implemented during: 
(a) 2nd plan period 

(b) 5th plan period 

(c) 4th plan period 

(d) 7th Plan period 



 

46. In the PEST frame work for environmental analysis, what does the letter E 

stands for 

(a) Ethical 

(b) Economic 

(c) Educational 

(d) Ecological 

47. Analysing process of change in the Business environment involves 

conceptualizing it as 
(a) Diverse 

(b) Complex 

(c) Dynamic 

(d) Static 

48. Who was forced to step-down as Chief Executive after describing one of his 

Company’s products As ‘total crap’? 

(a) Gerald ratner 

(b) Bill Gates 

(c) Alan sugar 

(d) None of these 

49. In which year was the National Minimum wage introduced in the UK 
(a) 1995 (b) 1999 (c) 1998 (d) 2000 

50. The concept of a firms ‘license to operate’ refers to 
(a) A legal requirement for company registration 

(b) An agreement recognizing trade unions 

© The need for a firm to retain its legitimacy in the 

eyes of the public 

(d) The qualifications needed by company directors 

51. What does the term ‘third sector’ refers to 
(a) The voluntary sector  

(b) The service sector 

(c ) The high technology industries  

(d) None of these 

52. A multinational Corporation is defined as 
(a) Having a multi ethnic work force 

(b) Having suppliers in more than one country. 

© Carrying out production in more than one country. 

(d) None of the above 

53. Which type of organizational structure is characterized by department s 

dealing with specialized task 
(a) Matrix  

(b) Divisional 

 (c) Hierarchical  



 

(d) Functional 

54. The demand curve for a product will shift outwards to the right when: 
(a) The price of a substitute good rise  

(b) Consumer income fall 
(c ) Consumer expect the price of the good fall in the future. 

(d) The price of the product itself fall 

55. If the demand for good is relatively price inelastic and its price rises, the 

revenue will 
(a) fall  

(b) remain constant  

(c) rise  

(d) Depends on how supply responds 

56. Which of the following option is not an example of ‘market failure’? 
(a) Failure to produce merit goods  

(b) Failure to produce public goods 

(c ) Failure of a firm to maximize its profits 

(d) Failure to account externalities 

57. Which of the following is an example of a Primary form of Business 

activity? 
(a) Hair dressing  

(b) Automobile production  

(c ) Banking 

(d) Forestry 

58. The price of a goods will tend to rise if: 
(a) The current price is above the equilibrium 

(b) The current price is below the equilibrium 

(c ) The quantity demanded is less than the quantity supplied 

(d) There is a reduction in the cost of a substitute commodity 
59. Productivity is measured by: 

(a) The growth on Output of a firm 

(b) The growth on Profit of a firm 

(c ) Total output/Total input 

(d) Total amount of investments in capital goods 

60. The transfer of asset from public sector to the Private sector is referred to 

as 
(a) Privatisation 

(b) De regulation 

(c ) Nationalisation 

(d) Individualisation 

61. The Branch of Govt. that is responsible for implementing or carrying out 

law and policy is referred 

(a) The legislature  

(b) The executive  



 

(c ) The Judiciary 

(d) The bureaucracy 

62. A Sub culture may be defined as 
(a) A Criminal culture  

(b) An inferior culture 

(c ) A culture that is shared by a particular group with in the society 

(d) A cultural practice that is submerged or hidden 

63. The main objectives of macroeconomic policy is 
(a) A high and stable level of employment  

(b) A low and stable rate of inflation 
(c ) A stable and satisfactory rate of economic growth 

(d) All of the above 

64. Who was first argued that the purpose of business was to make profit? 

(a) Milton fried man  

(b) Margara thcher  

(c ) Elaine stembnerg  

(d) John Crane 

65. How many headings are there in AVIVA’s Group Corporate social 

responsibility policy? 

(a) 4  

(b ) 8  

(c ) 24  

(d) 6 

66. CSR is 
(a)The same as business ethics.  

(b) A theory about ethics 

© The integration of social and environmental concern in the daily business of 

the firm 

(d) The title of a Govt. Committee 

67. What was the focus of the Nike case? 
(a) The quality of the sports foot wear  

(b)The control of branding 

(c ) Monitoring the conditions and rights of those involved in the supply chain 

(d) The ethics of sponsor ship 

68. The globally responsible leadership Initiative (GRLI) was partly founded by 
(a) Enron  

(b) The UN global compact  

(c) The WHO  

(d) Robert Maxwell 

69. What is triple bottom line audit? 
(a) A social, economic and environmental audit 

(b) An audit of the three major financial project of a business. 

(c ) An audit by the Physical Health of Employees 



 

(d) An audit of all the Sporting resources of the enterprise. 

70. What does the PPP or P3 initiative refer to? 

(a) Public policy papers  

(b) Public Private Partnership 

(c ) Private Procurement Production  

(d) Personal Production Proposal 

71. What does the PFI initiative refer to ? 
(a)Private Finance Initiative  

(b) Private Fiscal Initiative 

(c ) Public Financial Initiative  

(d ) Private Foundation Investment 

72. The term ‘late industrialization’ refers to 
(a) The need to delay industrialization because of its threats to the environment 

(b) The problem faced by many developing countries as they seek to catch up to the 

Levels of development of richer countries 
(c ) The belief that it is too late for many countries to industrialise. 

(d ) That we are how entering a post industrialized world. 

73. Which of the following economists is regarded as having developed the 

theory of comparative Advantage? 
(a) Adam Smith  

(b) David Rechardo  

(c ) Joseph stiglits 

(d) Amartya Sen 

74 Globalisation refers to 
(a) A more integrated and interdependent world 

(b) Lower income world wide 

(c ) Less foreign trade and investment  

(d) Global warming 

75. Which one of the following is a pull factor in emigration? 

(a) Political oppression  

(b) Job Opportunities 

(c ) Food shortage  

(d) War 

76. Which of the following do not facilitate globalization 
(a) Improvements in communication  

(b) Barriers to trade and investment 

(c ) immigration control 

(d) Removal of control on movements of capital across borders. 

77. Which of the following is not a deriver of globalization? 
(a) The fragmentation of consumer taste between countries 

(b) The competitive process  

(c ) The need to gain economies of scale  



 

(d) None of these 

78. Globalisation is beneficial for firms because 
(a) It protects them against foreign competition 

(b) It cushions them from the effects of events in other countries. 

(c ) It opens up new market opportunities 

(d) It increases the risk and uncertainty of operating in globalizing world economy. 

79. Globalisatiion can create problem for business because 
(a)It can result in more competition 

(b) It increases vulnerability to political risk and uncertainty when operating abroad 

(c ) It means that they can increase price 

(d ) All the options are correct. 

80. An environment which is increasingly complex and turbulent displays 

(a) More orderly competition  

(b)More predictable demand 

(c) A reduced risk of product obsolescence.  

(d) Increased speed of innovation 
81. Which of the following is not a business opportunity generated by 

globalization? 

(a) Access to low cost labour  

(b) Cheap international transport 

(c ) Currency crisis  

(d) Less stringent regulations of the Business Environment 

82. Exploring the strategic implications of global warming is best described as -

------ 

(a) An external environment analysis  

(b) Scenario planning 

(c ) Futures forecasting  

(d ) A PESTLE analysis 

83. PESTLE is an analytical tool which helps to undertake? 

(a) An internal analysis  

(b ) An external analysis 

(c )A competitor analysis  

(d)A strategic analysis 

84. An analysis of the external environment enables a firm to identify 
(a) Strengths and opportunities  

(b) Strength and weakness 

(c ) Weakness and threats  

(d) Opportunities and threats 

85. To determine a country’s attractiveness to business require 
(a) A detailed analysis of elements in the macro environment 
(b) An assessment of the political and financial risks of doing business in that 

country 

(c ) An analysis of the competitive environment 



 

(d) All of the above 

86. Secondary screening involves 
(a) An external environmental analysis  

(b) Risk analysis 

(c ) An external environment analysis and risk analysis 

(d) A competitor analysis 

87. The home locations of most of the World’s large Multi National Companies is 

(a) North America and Europe  

(b) North America and Asia 

(c ) Europe and South America  

 (d) Europe and Asia 

88. Multinational Corporations 
(a) Always produce primary goods  

(b) Always produce manufactured goods 

(c ) Always produce service  

(d) May produce primary or manufactured goods 

89. ---------refers to highly educated and skilled people who migrate from poor 

developing countries To wealthy industrial countries . 
(a)Direct investment  

(b) Portfolio Investment  

(c ) Brain drain  

(d) Transfer Pricing 
90.An attribute that doesn’t contribute to Porters Diamond model is 

(a) Government  

(b) Organised Trade Unions  

(c ) Demand conditions  

(d) Factor conditions 

91. Identify a factor that doesn’t play an important role in attracting FDI 
(a)Laws, rules and regulations  

(b) Language 

(c ) Cost of resources  

(d) Administrative Procedure and efficiency 

92. The Country that attract the largest FDI inflow is – 
(a) India  

(b) USA  

(c ) China  

(d) Brazil 

93. General Electric follows ------ as its international operational strategy? 
(a)Global  

(b) International  

(c ) Transnational  



 

(d ) None of these 

94. Which bank is called the Bank of Issue 
(a) RBI  

(b) SBI  

(c) IDBI  

(d) ICICI 

95. Theoretically, what is the most significant organ of WTO 
(a) The council for Trade in Goods 

(b) The ministerial conference 

(c ) The General Council  

(d) The committee on Trade and Development 
96. Where is provision made with regard to the WTO’s institutional 

arrangements? 
(a) In the GAAT  

(b) In the WTO agreement 

(c ) In the UN Charter  

(d) None of these 

97. What is the role of IMF 
(a) It control the budgets of National Govts 

(b) It acts as a forum for international economics 

(c ) It observes world exchange rated, balance of payments and multilateral 

payments 

(d) None of these 

98.The Sale of Sub standard and hazardous goods under defined conditions 

constitute 
(a) Restrictive Trade Practice  

(b) Unfair Trade Practice 

(c) MRTP  

(d) None of these 

99.. The Bretton wood twins consist s of IMF and --------- 
(a) World Bank  

(b ) ADB  

(c ) IDBI  

(d) ICICI 

100.IMF commenced its operation in the year 
(a) 1948  

(b) 1950  

(c ) 1947  

(d) 1952 

101. The number of institutions included in the world Bank Group is 
(a) 5  

(b) 4  

(c )9  



 

(d) 7 
102. If a member has less currency with IMF than its quota, the difference is 

called ------ 
(a) Reserve  

(b ) Margin  

(c ) Reserve tranche  

(d ) None of these 

103. As per 2006 estimates, India’s debt from IMF stands------- 
(a) 150 billion dollars  

(b) 190 Billion dollars  

(c ) 250 Billion dollars  

(d) 138 Billion dollars 

104. When India became the member of IMF, the initial par value of Indian 

rupee was fixed at ----- grams of Gold. 
(a) 0.26801.  

(b) 0.364  

(c ) 0.359  

(d)0.865 

105.----- was the International reserve created by IMF to solve the problem of 

international liquidity 

(a) SDR (b ) APR (c ) SDC (d) None of these 

106. How many currencies are linked with SDR? 

(a) 9 (b) 7 (c ) 6 (d) 5 

107. ---------refers to the external forces which have a beating on the functioning of 

the business. 

(a) Environment  

(b) Culture  

(c ) System  

(d) None of these 
108. These are forces in the company’s immediate environment that affect the 

performance of the Co. 
(a) Macro environment  

(b) Micro environment 

(c )Technological environment  

(d) Natural environment 

109. In this type of economic system, the Govt. intervention will be absent. 

(a) Free enterprise economy,  

(b) Socialist economy  

(d) Mixed economy  

(d) None of the above 

110.--------is an economic system where the means of production are owned and 

managed by the State 

(a) Capitalism  



 

(b) Socialism  

(c ) Mixed Economy  

(d) Common economy 

111. India follows --------economic system 

(a) Social (b ) Capitalist (c ) Mixed (d) None of these. 

112. In ------economic system, there exists both private and public sector? 

(a) Social (b ) Capitalist (c ) Mixed (d) None of these. 

113. Who was the first chairman of the Planning Commission of India? 
(a) Jawaharlal Nehru  

(b) Rajendraprsad  

(c ) Gandhiji 

(d)Ambedkar 
114. Who is concerned with the approval of the planning decision formulated 

by the Planning Commision 
(a) NDC   

(b) CDC  

(c ) Planning Board  

(d) None of these 

115.When was the first industrial policy of India announced? 

(a)April 6 1948  

(b) April 9 1948  

(c) March 6 1948  

(d) April 1947 

116.Who announced the Industrial policy of India for the first time? 

(a) Gandhiji  

(b) Nehru  

(c ) Ambedkar  

(d) Subhash Chandra bose. 

117. The industrial policy resolution of 1948 aimed at acceleration of ----- of the 

Country. 
(a) Agricultural development  

(b) Industrial development  

(c) Infrastructural development 

(d) None of these 

118. The Industrial policy of 1948 divided the Indian industries in to -------------- 

catagories. 

(a) 5 (b) 4 (c )8 (d) 6 

119. Which Industrial Policy Resolution(IPR) is known as Economic 

Constitution of India? 

(a) IPR 1964 (b)IPR 1976 (c ) IPR 1956 (d) IPR 1948 
120. Which govt. announced the IP of 1980? 
(a) Congress (b) Janatha (c ) BJP (d) UPA 

121. Which IP abolished the Industrial licensing? 



 

(a) IPR 1956 (b) IPR 1964 (c ) IP 1991 (d) None of these 

122. The agricultural income is fully exempted from Income tax—Is it true? 

(a) False (b) Not Applicable (c ) True (d) Partially taxable 

123. There are policies which are made to govern the import and export trade 

(a) Export policies  

(b) Import Policies  

(c ) EXIM policies  

(d) None of these 

124. The Govt. introduced the import liberalization policy in the year----- 
(a) 1977- 78 (b) 1991-92 (c) 1988-89 (d) 2001-02 

125. When was the EXIM policy announced for the first time? 

(a) 1947 (b) 1985 (c ) 1991 (d) 1999 

126. EPZ stands for ----- 

(a) Export Processing Zone  

(b) Export Promotion Zone 

(c) External Promotion zone 

(d) None of these. 
127. ---------concerned with the obligation and duties of business to the society? 
(a) Social responsibility  

(b)Status  

(c ) Authority 

 (d) None of these 

128.Who conducted the social audit in India for the first time? 

(a) JRD Tata (b) Birla (c ) Reliance group (d)State Bank 

129. -----------is a social movement seeking to augment the rights and powers of 

buyers? 

(a) Consumer movement  

(b ) Consumerism  

(c ) Flows 

(d) None of these 

130. In these types of NRI Accounts, the Principal as well as interest in non 

patriable ? 

(a) NRNR A/c  

(b) NRO  

(c ) NRSR A/C  

(d) None of these 

131. Which type of securities are bought and sold in open market operation? 

(a) Pvt. Securities  

(b) Govt. securities  

(c ) Initial securities  

(d) None of these 

132. ------ is the difference between market value of a security and the amount 



 

lent by banks against these Securities? 
(a) Margin o f safety  

(b ) Margin  

(c ) Loan amount 

 (d) None of these. 

133. The RB I introduced the credit authorization scheme in -------- 

(a) Nov 1965 (b ) Dec. 1968 (c ) 1948 (d) 1991 

134. The term budget is derived from the French word ---- ---- 

(a) Boget  

(b) Bougette  

(c ) Bogeget  

(d) None of these 

135. The Union budget of the coming financial year presented to the parliament 

on -------- 

(a) Last working day of February  

(b ) First working day of February 

(c ) March first week  

(d) Last working day of March 

136. Who is concerned with the presentation of Union budget? 
(a) Prime Minister  

(b) Finance Minister  

(c ) RBI Governor  

(d) Home Minister 

137. Which Bill in concerned with the tax proposals of the Budget? 

(a) Cash Bill  

(b) Finance Bill  

(c ) State Bill  

(d) None of these 

138.The Union Budget is divided in to ---------parts 
(a) 2 (b) 3 (c ) 8 (d) 5 

139. Which item of the budget is concerned with the current expenditure of 

Govt. on administration ? 

(a)Capital expenditure  

(b) Revenue expenditure  

(c ) Deferred expenditure  

(d) None 

140. --------deals with the receipts from taxes, interest, dividend and profits 

(a) Revenue receipts  

(b) Capital receipts  

(c ) general receipts  

(d) Deferred receipts 

141.Introduction to business wrote by -------- 

(a) Reinck (b) Schoeil (c ) Coper (d) Both A & B 



 

142. A good environment is good business. Who said this? 
(a) Dr. MS Swaminathan  

(b) Dr. SS Rao  

(c ) Dr, M. Sing  

(d) Dr. R. Rajan 

143. Which one of the following cannot be included under the nature of 

relationship between business And Environment ? 

(a) Inter dependence  

(b) Dynamic  

(c ) Social change 

(D) Fixed 

144. External Environment of Business is ------ 

(a) Physical  

(b) Demographical  

(c ) Economic  

(d) All of these 
145. Physical Environment includes----- 

(a) Natural Resources  

(b) Climate  

(c ) Water  

(d) All of these 

146. Natural Environment Includes------------- 

(a) Water (b) Earth (c ) Air (d ) All of these 

147. The Economic environment of a business includes? 

(a) Economic system  

(b) Economic policies  

(c ) Economic conditions  

(d) All of these 

148. Which of the following is not an essential feature of social environment? 

(a) Competitiveness  

(b)Respect for the individual  

(c )Better quality of life 

(d) Bailment 

149.The New economic policy of India is precious gift of 

(a) Dr. VS Rao  

(b) Dr. Manmohan singh  

(c ) Mr. Jaswant Sing  

(d) Venkita Roy 

150. Administrative contol contains --- 
(a) Industrial Policy  

(b) Economic planning  

(c ) GNP  

(d) GDP 



 

 

 

 

OTHER IMPORTANT MCQs – BUSINESS ENVIRONMENT 

1. The low income economies are sometimes referred to as ----------  
(a) First world  
(b) Second world  
(c ) Third world  
(d) None of these  
Ans : c  
2. This is the Govt.’s strategy in respect of public expenditure and 
revenue which have a significant Impact on business.  
(a) Monetary policy  
(b) Fiscal Policy  
(c ) Trade policy  
(d) Foreign exchange policy  
Ans : b  
3. CII stands for  
(a) Confederation of Indian Industries  
(b) Condition of Indian Industries  
(c ) Classes of Indian Industries  
(d) Civilians of Indian Industries  
Ans : a  
4. --------- is concerned with the withdrawal of State from an industry or 
sector, partially or fully  
(a) Liberalization  
(b) Modernisation  
(c ) Privatization  
(d) Globalisation.  
Ans : c  
5. In which year Govt. of India appointed the Rangarajan Committee on 
disinvestment in PSEs  
(a) 1990,  
(b) 1991  
(c ) 1993  
(d) 1996  
Ans : c  
6. The Govt. of India constituted a Public sector Disinvestment 
commission on------  
(a) 15 March 1991  
(b) 23 Aug 1993  
(c ) 23 Sept.1993  
(d) 06 May 1994  
Ans : b  



 

7. Which Act was replaced with the introduction of Competition Act 2002?  
(a) FERA  
(b ) MRTP  
(c) POTA  
(d) None of these  
Ans : b  
8. Competition Act was enacted in the year-------  
(a) June 2002  
(b) Dec. 2002  
(c ) January 1999  
(d) None of these  
Ans : b  
9. Which committee recommended the enactment of Competition Act:  
(a) High level Committee on competition policy and Law  
(b) A Committee on Law and Order  
(c ) A Central Committee for Research and Policy  
(d) None of these.  
Ans : a  
10. Which policy is concerned with raising revenue through taxation and 
deciding on the level and Pattern of expenditure?  
(a) Monetary policy  
(b) fiscal Policy  
(c ) Cash policy  
(d) None of these  
Ans : b 
11. Who is responsible for presenting the Union Budget before the 
Parliament?  
(a) Prime Minister  
(b) Finance Minister  
(c) RBI Governor  
(d) None of the above.  
Ans : b  
12. ---------is concerned with all current expenditure of the Govt. on 
administration  
(a) Revenue expenditure  
(b) Capital expenditure  
(c) Total Expenditure  
(d) None of the above. 
Ans : a  
13. The Planning commission was set up in India in --------  
(a) 1950  
(b) 1951  
(c) 1947  
(d) 1952  



 

Ans : b 
14. Who is the President of National Development Council ?  
(a) Finance Minister  
(b) Prime Minister  
(c) Monteng sing Aluvalia  
(d) None of the above. 
Ans : b  
15. The intervening period between third and forth Five year plans is 
regarded as ---  
(a) Plan period 
(b) Plan holidays  
(c ) Plan days  
(c) None of these  
Ans : b  
16. Which Govt. introduced the concept of ‘Rolling Plan’  
(a) Manmohan govt.  
(b) Vajpayee  
(c) Janatha Govt.  
(d) Rao Govt.  
Ans : c  
17. GAAT was born in the year--------------  
(a) 1948  
(b)1945  
(c) 1947  
(d) 1950  
Ans : a  
18. What was the predecessor of WTO?  
(a) GAAT  
(b) IMF  
(c) ADB  
(d) None of the above  
Ans : a  
19. In which year WTO was formulated ?  
(a) 1995  
(b) 1948  
(c )1991  
(d) 1988  
Ans : a  
20. FEMA was passed in the year ---  
(a) 1999  
(b) 1989  
(c) 2000  
(d) 1997  
Ans : a 



 

21. ----------refers to regulation of credit for specific purpose or branches 
of economic activity?  
(a) Credit control  
(b) Selective Control  
(c) Bank control  
(d) None of these  
Ans : b  
22. SEZ stands for ----   
(a) Special Economic Zone  
(b) Special Export Zone  
(c) Socially Backward Zone  
(d) None  
Ans : a  
23. ------- is an Act to control and regulate the concentration of economic 
power to the common detriment?  
(a) IRDA Act  
(b) MRTP  
(c) ILO Act  
(d) FERA  
Ans : b 
24. Consumer Protection Act was came in to force-------  
(a) 1985 
(b) 1986  
(c) 1999  
(d) 1989  
Ans : b  
25. --------consist of economic conditions, economic policies, industrial 
policies and economic system: 
(a) Business environment  
(b) Economic Environment  
(c) Natural Environment  
(d) None  
Ans : b  
26. Indian Economy is an example of ------  
(a) Capitalist economy  
(b) Closed economy  
(c) Mixed Economy  
(d) None of these  
Ans : c  
27. ------- economy is not planned, controlled or regulated by the Govt.  
(a) Closed Economy  
(b) Mixed Economy  
(c) Free market economy  
(d) None of these  
Ans : c  



 

28. ------is the apex body of the economic planning in India?  
(a) Planning Commission  
(b) Parliament  
(c) Supreme Court  
(d) None of these  
Ans : a  
29. Globalisation refers to:  
(a) A more integrated and interdependent world  
(b) Lower income world wide  
(c ) Less foreign trade and investment  
(d) Global warming  
Ans : a  
30. Globalisation is beneficial for firms because:  
(a) It protects them against foreign competition  
(b) It cushions them from the effects of events in other countries.  
(c ) It opens up new market opportunities  
(d) It increases the risk and uncertainty of operating in globalizing world 
economy.  
Ans : c  
31. Globalisation can create problem for business because: 
(a)It can result in more competition. 
(b) It increases vulnerability to political risk and uncertainty when operating 
abroad. 
(c ) It means that they can increase price  
(d ) All the options are correct.  
Ans : a  
32. Which bank is called the Bank of Issue:  
(a) RBI  
(b) SBI  
(c ) IDBI  
(d) ICICI  
Ans : a  
33. Theoretically, what is the most significant organ of WTO:  
(a) The council for Trade in Goods  
(b) The ministerial conference  
(c ) The General Council  
(d) The committee on Trade and Development  
Ans : b  
34. In this type of economic system, the Govt. intervention will be absent.  
(a) Free enterprise economy,  
(b) Socialist economy  
(c) Mixed economy  
(d) None  
Ans : a  



 

35. --------is an economic system where the means of production are 
owned and managed by the State: 
(a) Capitalism  
(b) Socialism  
(c ) Mixed Economy  
(d) Common economy  
Ans : b  
36. India follows --------economic system:  
(a) Social  
(b ) Capitalist  
(c ) Mixed  
(d) None of these.  
Ans : c 
37. In ------economic system, there exists both private and public sector?  
(a)  Social  
(b ) Capitalist  
(c ) Mixed  
(d) None of these.  
Ans : c  
38. Who was the first chairman of the Planning Commission of India?  
(a) Jawaharlal Nehru  
(b) Rajendraprsad  
(c ) Gandhiji  
(d) Ambedkar  
Ans : a  
39. When was the first industrial policy of India announced?  
(a) April 6 1948  
(b) April 9 1948  
(c) March 6 1948  
(d) April 1947  
Ans : a   
40. There are policies which are made to govern the import and export 
trade:  
(a) Export policies  
(b) Import Policies  
(c ) EXIM policies  
(d) None of these  
Ans : c  
41. When was the EXIM policy announced for the first time?  
(a) 1947  
(b) 1985  
(c ) 1991  
(d) 1999  
Ans : b  
42. EPZ stands for -----  



 

(a) Export Processing Zone  
(b) Export Promotion Zone  
(c) External Promotion zone  
(d) None of these.  
Ans : a  
43. ---------concerned with the obligation and duties of business to the 
society?  
(a) Social responsibility  
(b)Status  
(c ) Authority  
(d) None of these  
Ans : a  
44.Who conducted the social audit in India for the first time?  
(a) JRD Tata  
(b) Birla  
(c ) Reliance group  
(d)State Bank  
Ans : a  
45. Who is concerned with the presentation of Union budget?  
(a) Prime Minister  
(b) Finance Minister  
(c ) RBI Governor  
(d) Home Minister  
Ans : b  
46. Which Bill in concerned with the tax proposals of the Budget?  
(a) Cash Bill  
(b) Finance Bill  
(c ) State Bill  
(d) None of these  
Ans : b  
47. A good environment is good business. Who said this?  
(a) Dr. MS Swaminathan 
(b) Dr. SS Rao  
(c ) Dr, M. Sing  
(d) Dr. R. Rajan  
Ans : a  
48. External Environment of Business is ------  
(a) Physical  
(b) Demographical  
(c ) Economic  
(d) All of these  
Ans : d  
49. Physical Environment includes-----  
(a) Natural Resources  



 

(b) Climate  
(c ) Water  
(d) All of these  
Ans : d  
50. Natural Environment Includes-------------  
(a) Water  
(b) Earth  
(c ) Air  
(d ) All of these  
Ans : d  
51. The Economic environment of a business includes?  
( a)Economic system  
(b) Economic policies  
(c ) Economic conditions  
(d) All of these 
Ans : d  
52.The New economic policy of India is precious gift of:  
(a) Dr. VS Rao  
(b) Dr. Manmohan singh  
(c ) Mr. Jaswant Sing  
(d) Venkita Roy  
Ans : b  
53. Capitalistic, Communistic and Mixed are the types of:  
a) Economic System,  
b) Social System,  
c) Cultural Attitudes,  
d) Political System.  
Ans : a  
54. Globalization refers to –  
a) Lower incomes worldwide,  
b) Less foreign trade and investment,  
c) Global warming and their effects,  
d) A more integrated and interdependent world.  
Ans : d  
55. IPR stands for –  
a) Intellectual Property Rights,  
b) International Property Rights,  
c) Internal Promotion Rights,  
d) Interior Promotional Rights.  
Ans : a  
56. MNC stands for –  
a) Multi National Cooperation, 
b) Multi National Corporation,  
c) Multi Nation Company,  



 

d) Multi National Collaboration.  
Ans : a  
57. The main promoter of trade liberalization was –  
a) GATT,  
b) NAFTA,  
c) CEPTA,  
d) CISA  
Ans : a  
58. Which of the following is not the social responsibility of the business?  
a) Promotion of markets,  
b) Promotion of green environment, 
c) Promotion of education,  
d) Promotion of public health.  
Ans : a 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

UNIT-4   BUSNINESS ECONOMICS 
Establishment of Various Financial Institutions 

1.  Reserve Bank of India  1934 

2.  Industrial Finance Corporation of India  1948. Sick financial institution. 

3.  ICICI  1955 

4.  SBI  1955. Nationalized 

5.  Life Insurance Corporation (LIC)  1956 

6.  Industrial Development Bank of India (IDBI)  1964 

7.  Unit Trust of India (UTI)  1964 

8.  HUDCO  1970 

9.  General Insurance Corporation (GIC)  1972 

10.  NABARD  1982 

11.  SEBI (Replaced Controller of Capital Issue)  1988 Functional in 1992 

12.  Small Industries Development Bank of India (SIDBI)  1990. Subsidiary of IDBI 

13.  IRDA  1999 

 

Various Acts & their Enactment Years 

1.  Banking Regulation Act  1949 

2.  Industries (Development & Regulation) Act  1951 

3.  MRTP Act  1969 

4.  FERA  1973 

5.  Negotiable Instrument Act  1981 

6.  FEMA  2000 

7.  Competition Act  2002 

 

FDI Upper Limit in Various Sectors 

1.  Print Media  26 % (Recent) 

2.  Defense Sector  26 % (Recent) 

3.  Private Sector Banking, Radio (FM)  74% 

4.  Insurance  26% 

5.  Telecommunications  74% 

6.  Trading  51% 

7.  

Power, Drugs & Pharmaceuticals, Road and highways, 
Ports  
and harbours, Hotel & Tourism, Advertising, Films, Mass 
Rapid Transport Systems, Pollution Control & Management, 
Special Economic Zones, Petroleum Refining(Private 
Sector) 
Construction Development, Non Banking Financial 
Companies. 

100% 

8.  Airports  74% 

 

9.  Domestic Airlines  49% 

10.  
Agriculture (including plantation except tea), Atomic Energy,  
Railways (except Mass Rapid transport system) 

Not Allowed 

11.  Tea Plantation  100% 

 



 

Organizations & Their Survey/Reports 

1.  World Economic & Social Survey  U. N 

2.  World Investment Report  UNCTAD 

3.  Global Competitiveness Report  World Economic Forum 

4.  World Economic Outlook  IMF 

5.  Business Competitive Index  World Economic Forum 

6.  Green Index  World Bank 

7.  Business Confidence Index  NCAER 

8.  Poverty Ratio  Planning Commission 

9.  Economic Survey  Ministry of Finance 

10.  Wholesale Price Index  Ministry of Industry 

11.  National Account Statistics  CSO 

12.  World Development Indicator  World Bank 

13.  Overcoming Human Poverty  UNDP 

14.  Global Development Report  World Bank 

 

Millenium Development Goals 

1.  Eradicate extreme poverty and hunger 

2.  Achieve universal primary education 

3.  
Promote gender equality and empower 
women 

4.  Reduce child mortality 

5.  Improve maternal health 

6.  
Combat HIV/AIDS, malaria, and other 
diseases 

7.  Ensure environmental sustainability 

8.  Develop a global partnership for development 
 

Components of Money Supply 

M1  

Consists of currency with the public (ie notes & coins in circulation minus 
cash with the banks) 
plus demand deposits with the bank (deposits which can be withdrawn 
without notice) plus 
other deposits with RBI (usually negligible). Also called narrow money 

M2  
M1 + saving deposits + Certificate of Deposits (CDs) + term deposits 
maturing within a year. 

M3  
M2 + term deposits with maturity more than a year + term borrowing of 
banking system. Also 
known as broad money. 

L1  
M3 + all Deposits with the Post Office Savings Banks (excluding National 
Savings Certificates) 

L2  
L1 + Term Deposits with Term Lending Institutions and Refinancing 
Institutions (FIs) + Term 
Borrowing by FIs+ Certificates of Deposit issued by FIs; and 

L3  L2 + Public Deposits of Non-Banking Financial Companies 

 

Four Modes of Services under GATT 

Mode 1  
Cross border trade, which is defined as delivery of a service from the territory 
of 



 

one country into the territory of other country; 

Mode 2  
Consumption abroad - this mode covers supply of a service of one country to 
the 
service consumer of any other country; 

Mode 3  
Commercial presence - which covers services provided by a service supplier 
of 
one country in the territory of any other country, and 

Mode 4  
Presence of natural persons - which covers services provided by a service supplier 
of one 
country through the presence of natural persons in the territory of any other country 

 

 

Direct & Indirect Taxes 

Direct Tax  Indirect Tax 

Corporation Tax  Excise Duties 

Income Tax  Service Tax 

Interest Tax  Central Value Added Tax (Vat) 

Expenditure Tax  Sales Tax 

Wealth Tax  Property Tax 

Gift Tax  Octroi 

Estate Duty  Customs Duties 

Land Revenue  Stamp Duties 

 

Commissions/Committees & Their Purpose 

Arjun Sen Gupta  
Committee 

Public Sector Enterprise Autonomy 

Rangarajan Committee  Disinvestment of PSUs & Balance of Payments. 

Malhotra Committee  Insurance Sector & its regulation. Follow up led to setting up of IRDA. 

Madhukar Committee  Gold exchange traded fund implementation. 

L.C. Gupta Committee  Derivatives in India Model 

Naresh Chandra 
Committee  

Corporate Audit & Governance 

JJ Irani Committee  Company Law 

B. Bhattacharya Committee  Committee on pension reforms 

Rakesh Mohan Committee  Small saving & Administered interest rates 

Vijay Kelkar Committee  
FRBM (fiscal responsibility & budget management) Act 
implementation 

S.P. Gupta Committee  Generation of Employment opportunities in the 10plan. 

Raghvan Committee  Replacement of MRTP act by competition act. 

Eradi Panel  Industrial Insolvency. 

M.S. Verma  Restructuring weak banks 

Lakdawala Committee  Estimating Poverty line in India 

Montek Singh Ahuluwalia  Power Sector reforms 

Rakesh Mohan Committee  Development of Infrastructure in India 

Abid Hussain Committee  Small Scale Sector 

Jha Committee  MODVAT 

Vasudev Committee  NBFC 

Omkar Goswami Committe  Industrial Sickness 

G.V. Ramakrishna  Disinvestment Commission 



 

Arvind Virmani  Import Tariff Reform 

Vaghul Committee  Money Markets India reforms 

 

 FERA V/S FEMA 

Violation of FERA was a criminal offence.  Violation of FEMA is a civil wrong. 

Offences under FERA were not compoundable.  Offences under FEMA are compoundable. 

Penalty was 5 times the amount involved.  Penalty is 3 times the sum involved. 

Citizenship was a criteria to determine 
residential  
status of a person under FERA.  

Stay in India for more than 182 days is the 
criteria to decide residential status. 

There was only one Appellate Authority namely  
Foreign Exchange Regulation Appellate Board.  

There are two appellate authorities namely 
1. Special Director (Appeals) and 
2. Appellate Tribunal for Foreign Exchange. 

 

Fiscal Responsibility & Budget Management (FRBM) Act 2003 
• The revenue deficit as a ratio of GDP should be brought down by 0.5 per cent every 
year and eliminated by 2007-08; 
• The fiscal deficit as a ratio of GDP should be reduced by 0.3 per cent every year and 
brought down to 3 per cent by 2007-08; 
• The total liabilities of the Union Government should not rise by more than 9 per cent a 
year; 
• The Union Government shall not give guarantee to loans raised by PSUs and State 
governments for more than 0.5 per cent of GDP in the aggregate; 
 
Population Policy 2000 
The immediate objective of the NPP 2000 is to address the unmet needs for 
contraception, health care infrastructure, and health personnel, and to provide integrated 
service delivery forbasic reproductive and child health care. To bring the TFR to 
replacement levels by 2010. Stable population by 2045 at a level consistent with 
sustainable economic growth. 
1. Address the unmet infrastructure. National Socio-Demographic Goals for 2010 
needsfor basic reproductive and child health services,supplies and 

2. Make school education up to age 14 free and compulsory, and reduce drop outs at 
primary and secondary school levels to below 20 percent for both boys and girls. 
3. Reduce infant mortality rate to below 30 per 1000 live births. 
4. Reduce maternal mortality ratio to below 100 per 100,000 live births. 
5. Achieve universal immunization of children against all vaccine preventable diseases. 
6. Promote delayed marriage for girls, not earlier than age 18 and preferably after 20 years of 
age. 

7. Achieve 80 percent institutional deliveries and 100 percent deliveries by trained 
persons. 
8. Achieve universal access to information/counseling, and services for fertility regulation 
and contraception with a wide basket of choices. 
9. Achieve 100 per cent registration of births, deaths, marriage and pregnancy. 
10.Contain the spread of Acquired Immunodeficiency Syndrome (AIDS), and promote 
greater integration between the management of reproductive tract infections (RTI) and 
sexually transmitted infections (STI) and the National AIDS Control Organisation. 
11.Prevent and control communicable diseases. 
12.Integrate Indian Systems of Medicine (ISM) in the provision of reproductive and child 
health services, and in reaching out to households. 



 

13.Promote vigorously the small family norm to achieve replacement levels of TFR. 
14.Bring about convergence in implementation of related social sector programs so that 
family welfare becomes a people centred programme. 
 
Selected Terms 

Revenue Deficit  Difference between revenue expenditure & revenue receipts 

Budget Deficit  Difference between total expenditure & revenue receipts 

Fiscal Deficit  Budget deficit plus non debt creating capital receipts 

Primary Deficit  Fiscal deficit – Interest Payments. 

FIPB  Foreign Investment Promotion Council 

MIGA  Multilateral Investment Guarantee Agency 
 

IMPORTANT MCQs 
1. Increase in Bank Rate 
a) increases the cost of borrowing by commercial banks 
b) declines the supply of money 
c) shows tightening of RBI monetary policy 
d) all the above 
ANSWER: d) all the above 
Bank rate is the rate at which a central bank is ready to buy or rediscount bills of 
exchange or other commercial papers. It also signals the medium-term stance of 
monetary policy. When bank rate is raised, it is expected that all interest rates will 
move together in the same direction. 
2. Which of the following are features of amendments to the Companies Act 
1. Removed limit for minimum capital required for formation 
2. If a firm fails to repay the deposit or any interest it will be punishable with fine 
3. All cases under the Companies Act cannot be tried by a special court and that only 
serious offenses will go to such courts 
Which of the above statements is/are incorrect? 
a) 1,2 
b) 2,3 
c) 1,3 
d) All 
ANSWER: d) All 
3. Consider the following statements 
1. The Reserve Bank of India has asked all public sector banks, some private sector 
and foreign banks to appoint an internal ombudsman. 
2. The internal ombudsman would be designated Chief Customer Service Officer 
(CCSO). 
3. RBI has also made it clear that the CCSO should not have worked in the bank in 
which he/she is appointed as CCSO. 
Which of the above statements are true? 
a) 1,2 
b) 2,3 
c) 1,3 
d) All the above 
ANSWER: d) All the above 
All public sector banks will have to appoint a Chief Customer Service Officer. 
The private sector and foreign banks which have been asked to appoint the CCSO are 



 

ICICI Bank, HDFC Bank, Axis Bank, Kotak Mahindra Bank, IndusInd Bank, Standard 
Chartered Bank, Citi Bank N.A. and HSBC. The Reserve Bank introduced the Banking 
Ombudsman Scheme (BOS) in 1995 to provide an expeditious and inexpensive forum 
to bank customers for resolution of their complaints relating to deficiency in banking 
services provided by commercial banks, regional rural banks and scheduled primary 
co-operative banks. 
4. Which of the following agency is responsible for management of Chit funds? 
a) RBI 
b) Central government 
c) State governments 
d) SEBI 
ANSWER: c) State governments 
Chit funds in India are governed by the Chit Funds Act, 1982. Under this Act, the chit 
fund businesses can be registered and regulated only by the respective state 
governments 
5. Consider the following statements related to Bhartiya Mahila Bank 
1. It is the only public sector bank in the country entirely owned by the government 
2. This bank works exclusively for women  
Which of the above statements is/are correct? 
a) Only 1 
b) Only 2 
c) Both 
d) None 
ANSWER: a) Only 1  
Although initially reported as a bank exclusively for 
women, the bank allows deposits to flow from everyone, but lending will be 
predominantly for women 
6. Consider the following statements related to FDI in retail 
1. India allows 100% FDI in single-brand stores but imposed the requirement that the 
single brand retailer source 30 percent of its goods from India. 
2. Government of India allowed 100% FDI in multibrand retail in India after approval 
from individual state 
Which of the above statements is/are correct? 
a) Only 1 
b) Only 2 
c) Both 
d) None 
ANSWER: c) Both 
Government of India allowed 51% FDI in multibrand retail in India after approval 
from individual state 
7. Consider the following statements 
1. RBI allowed Infrastructure Debt Fund-NonBanking Financial Companies to invest in 
publicprivate partnerships (PPPs) and infrastructure projects which have completed 
at least one year of satisfactory commercial operation. 
2. The maximum exposure that an IDF-NBFC can take on individual projects will be at 
50 per cent of its total capital funds. 
3. An additional exposure up to 10 per cent could be taken at the discretion of the 
board of the IDF-NBFC. 
Which of the above statements are correct? 



 

a) 1,2 
b) 1,3 
c) 2,3 
d) All 
ANSWER: d) All 
The RBI could permit additional exposure up to 15 per cent (over 60 per cent)subject 
to such conditions as it may deem fit to impose regarding additional prudential 
safeguards. 
8. Which of the following benefits from inflation? 
a) Lender 
b) Borrower 
c) Both 
d) None 
ANSWER: b) Borrower 
Inflation is a sustained increase in the general price level of goods and services in an 
economy over a period of time. Inflation redistributes wealth from creditors to 
debtors so borrower gets benefits from inflation 
9. Which of the following is part of priority sector lending? 
1. Agriculture 
2. Micro, Small and Medium Enterprises 
3. Export Credit 
4. Education 
5. Housing 
6. Social Infrastructure 
7. Renewable Energy 
a) 1,2,5,7 
b) 1,2,3,7 
c) 1,3,4,5,6,7 
d) 1,2,3,4,5,6,7--All 
ANSWER: d) 1,2,3,4,5,6,7-----All 
10. Consider the following statements about priority sector lending 
1.All banks have to lend at least 40% of their net credit to the priority sector 
2.Foreign banks with less than 20 branches will move to total priority sector target of 
40 percent by 2019-20. 
Which of the above statements are correct? 
a) Only 1 
b) Only 2 
c) Both 
d) None 
ANSWER: c) Both 
11. Consider the following statements about GST 
1. Both Central and State taxes will be collected at the point of sale. 
2. The Central and State GST will be charged on the manufacturing cost. Which of the 
above statements are correct? 
a) Only 1 
b) Only 2 
c) Both 
d) None 
ANSWER: c) Both 



 

12. Consider the following statements related to GST bill 
1. The Centre will have one third weight in the GST Council while the states will have 
the remaining twothirds and decisions will have to be passed with 75% vote. 
2. Petroleum and Alcohol os excluded from GST  
Which of the above statements is/are correct? 
a) Only 1 
b) Only 2 
c) Both 
d) None 
ANSWER: b) Only 2 
GST is an indirect tax levy on manufacture, sale and consumption of goods as well as 
services at a national level. The decision to keep petroleum out of GST for the time 
being will also lower the revenue neutral rate (RNR), at which both the Centre and 
states will not make a loss. Alcohol will also be excluded from GST. 
13.Consider the following statements related to SEZ 
1. It is a duty free enclave to be treated as foreign territory for the purpose of trade 
operations and duties and tariffs. 
2. The corporation in SEZs will not have to pay any income tax on their profits for the 
first five years and only 50% of the tax for 2 more years thereafter. 
3. A SEZ does not require a license for exports. 
Which of the above statements are true? 
a) 1,2 
b) 2,3 
c) 1,3 
d) All the above 
ANSWER: a) 1,2 
A SEZ does not require a license for imports. 
SEZ : Special Economic Zones Act, 2005, was passed by Parliament in May, 2005 and 
received Presidential assent on the 23rd of June, 2005. The act envisages that the SEZs would 
attract a large flow of foreign and domestic investment in infrastructure and productive 
capacity leading to generation of additional economic activity and creation of employment 
opportunities. 
Salient Features 
• A SEZ is a designated duty free enclave to be treated as foreign territory for the purpose of 
trade operations and duties and tariffs. 
• A SEZ does not require a license for imports. Other notable features are as follows: 
• The units must become net foreign exchange earners within 3 years SEZ are allowed 
manufacturing, trading and service activities. 
• Full freedom for subcontracting. 
• The domestic sales from the SEZ are subject to full custom duties and import policy is in 
force, when they sell their produce to domestic markets. 
• There was no routine examination by the custom authorities. 
• The corporation in SEZs will not have to pay any income tax on their profits for the first five 
years and only 50% of the tax for 2 more years thereafter. 
• If half of the profit is reinvested in the corporation, the concession of 50% tax is extendable 
for next 3 years. For SEZ developers , the raw material from cement to steel to electrical 
parts are subject to zero tax and duty. For the SEZ, the Government acquires vast land tracts 
and gives to the developers. The basic condition involves that 25% of the area of the SEZ 
must be used only for export related activities. Rest 75% area can be used for economical 



 

and social infrastructure. However, all SEZ benefits are applicable over the entire SEZ area. 
• There were provisions for sector specific SEZs and Multiproduct SEZs. 
• The Sector specific SEZ may have 7500 houses, hotels with 100 rooms, 25 bed hospital , 
schools and other institutions, a multiplex in 50000 sq. meters. 
• Multiproduct SEZ are allowed to build 25000 houses. 250 room hotel and 100 bed hospital 
along with a multiplex with 2 lakh sq. meters. 
14. Consider the following statements 
1.India's first new pulp line unit for production of bank note paper is established at 
Hoshangabad in Madhya Pradesh 
2. It will eliminate the need to import its currency paper from Australia and Japan. 
Which of the above statements is/are correct? 
a) Only 1 
b) Only 2 
c) Both 
d) None 
ANSWER: c) Both 
It is the initiative under Make in India. 
Union Finance Minister Arun Jaitley inaugurated the New Bank Note Paper Line unit of 6000 
metric ton capacity at Security Paper Mill in Hoshangabad in Madhya Pradesh. He also 
flagged off the first consignment of one thousand rupee bank notes made indigenously from 
this paper mill to the Currency Note Press Nasik. 
Key Facts about New Bank Note Paper Line unit 
• State-of-the- art continuous pulp manufacturing plant integrated with paper machine. 
• The bank note paper manufactured here is incorporated with advanced security features. 
Capable of manufacturing all denominations of bank note paper, including in the higher 
denomination of 1000 rupees with 3-dimentional toned water mark. 
• Plant project has been completed at a cost of 495 crore rupees. Incorporated with latest 
technology that uses less power and minimum water consumption. 
• The plant is environment friendly with zero liquid discharge. It will generate both direct 
and indirect employment. This plant belongs to Security Printing and Minting Corporation of 
India Limited (SPMCIL), a Miniratna Category-I CPSE, which is a wholly owned by Union 
Government. By commissioning this plant, India will become self-reliant in producing Bank 
Note Paper for higher denominations. Prior to this, India was considerably dependent on 
import of bank note paper for currency of big denominations. 
15. Countries or states which impose no tax or very low tax is called as 
a) Tax terrorism 
b) Tax Heavens 
c) Tax Keepers 
d) Tax generators 
ANSWER: b) Tax Heavens 
A tax haven is a state, country or territory where, on a national level, certain taxes are 
levied at a low rate or not at all. It also refers to countries which have a system of 
financial secrecy in place. 
‘Tax terrorism’ refers to use of tax laws and legal machinery by state to create inconvenience 
or harassment for corporates and entrepreneurs. Taxing eco system in india provides 
favorable ground for this: 
•Retrospective tax laws- IT department has often demanded huge sum of taxes 
retrospectively with matters ending in courts like cases of Vodafone an cairn. Frequent 
court dispute is truly demoralizing. 



 

•Ambiguity in tax laws- ambiguity leads to different interpretation even by experts causing 
tax dispute. Ambiguity regarding meaning and applicability of capital gain tax was at the 
centre of Vodafone controversy. 
•Complexity and multiplicity of tax laws (both direct and indirect) creates confusion opening 
door for both tax evastion and high handedness by tax officials. 
•Although GST is a big relief, the draconian General Anti Avoidance Rule (GAAR) proposed in 
the past with unrestrained power to tax officials was a concern. 
•Long drawn, multi tier and expensive court processes makes them a part of tax terrorism. 
All such practices create an environment of confusion and uncertainity, whereas 
entrepreneurs prefer stability and simplicity avoiding friction with authority. The promise 
by the government to end tax terrorism has generated hope and expediency shown in rolling 
out of GST and not filing appeal in higher court against Vodafone and shell cases are welcome 
development. But institutional actions are needed to generate confidence among 
entrepreneurs and increase investment. 
16. What is MAT? 
a) Minimum Alternate Tax 
b) Maximum Alternate Tax 
c) Multiple Alternate Tax 
d) None of the above 
ANSWER: a) Minimum Alternate Tax 
Minimum Alternate Tax (MAT) is direct tax system levied on companies having large 
profits and declaring substantial dividends to shareholders but are not paying 
corporate tax, by taking advantage of the various incentives and exemptions provided 
in the Income-tax Act.  
Minimum Alternate Tax (MAT) 
1) A company is liable to pay tax on the income computed in accordance with the provisions 
of the Income-Tax Act, but the profit and loss account of the company is prepared as per 
provisions of the Companies Act. 
2) In the past, a large number of companies showed book profits on their profit and loss 
account and at the same time distributed huge dividends. However, these companies 
didn’t pay any tax to the government as they reported either nil or negative income under 
provisions of the Income-Tax Act. 
These companies were showing book profits and declaring dividends to their shareholders 
but were not paying any tax. These companies are popularly known as ‘zero tax’ companies. 
3) The Indian Income-Tax Act allows a large number of exemptions from total income. 
Besides exemptions, there are several deductions permitted from the gross total income. 
Further, depreciation allowable under the IncomeTax Act, is not the same as required under 
the Companies Act. The latter provides a lower rate viz-a-viz the I-T Act which computes a 
higher rate of depreciation. 
4) The result of such exemptions, deductions, and other incentives under the Income-Tax Act 
in the form of liberal rates of depreciation is the emergence of zero tax companies, which in 
spite of having high book profit are able to reduce their taxable income to nil. In order to 
bring such companies under the I-T net, Section 115JA was introduced from assessment year 
1997-98. Now, all companies having book profits under the Companies Act shall have to pay 
a minimum alternate tax at 18.5%. MAT is a way of making companies pay minimum amount 
of tax. It is applicable to all companies except those engaged in infrastructure and power 

sectors. Income arising from free trade zones, charitable activities, investments by venture 
capital companies are also excluded from the purview of MAT. However, foreign companies 
with income sources in India are liable under MAT. 



 

For example, book profit before depreciation of a company is Rs. 7 lakh. After claiming 
depreciation and other exemptions, gross taxable income comes to Rs. 4 lakh. The income tax 
applicable Rs. 1.2 lakh at a rate of 30%. However, MAT would be Rs. 1.29 lakh (Rs. 7 lakh at 
18.5%). The MAT paid can be carried forward and set-off (adjustment) against regular tax 
payable during the subsequent five-year period subject to certain conditions. 
17.Consider the following statements 
1.The Index of Eight Core Industries (ICI) measures performance of eight 
infrastructure industries, viz Coal, Crude Oil, Natural Gas, Refinery Products, 
Fertilizers, Steel, Cement and Electricity 
2. It has the base year of 2004-05. 
3. The Eight Core Industries comprise nearly 38 % of the weight of items included in 
the Index of Industrial Production (IIP). 
Which of the above statements are correct? 
a) 1,2 
b) 1,3 
c) 2,3 
d) All 
ANSWER: d) All 
• The Index of Eight Core Industries (ICI) measures performance of eight infrastructure 
industries, which includes, Coal, Crude Oil, Natural Gas, Petroleum Refinery Products, 
Fertilizers, Steel, Cement and Electricity compiled at the base of year 2004-05. 
• The cumulative growth rate of ICI during AprilFebruary, 2014-15 was 3.8 % [The Eight 
Core Industries comprise nearly 38 % of the weight of items included in the Index of 
Industrial Production (IIP). ] as compared to 4.2 % during corresponding period of previous 
year. 
• However, the production index of various core industries has displayed variation in both 
direction and magnitude. 
• Crude Oil, Natural Gas, Fertilizer, Petroleum Refinery Products and Steel industries have 
generally accounted for the lower growth in overall index during April-February, 2014-15 as 
compared to corresponding period of previous year.  

18. Consider the following statements 
1. The Financial Sector Legislative Reforms Commission (FSLRC) is a body 
set up by Ministry of Finance in 2011, to review and rewrite the 
legalinstitutional architecture of the Indian financial sector. 
2. This Commission is chaired by a former Judge of the Supreme Court of 
India, Justice B. N. Srikrishna 
Which of the above statements are correct? 
a) Only 1 
b) Only 2 
c) Both 
d) None 
ANSWER: c) Both 
 
About FSLRC: 
• The Financial Sector Legislative Reforms Commission (FSLRC) is a body set 
up by the Government of India on 24 March 2011, to review and rewrite the 



 

legal institutional architecture of the Indian financial sector. 
• This Commission is chaired by a former Judge of the Supreme Court of India, 
Justice B. N. Srikrishna. 
• The setting up of the FSLRC was that the legal and institutional structures of 
the financial sector in India need to be reviewed and recast in tune with the 
contemporary requirements. 
• Many of the financial sector laws date back several decades. For example, the 
RBI Act and the Insurance Act are of 1934 and 1938 vintage respectively. 
19. Which of the following is not advantage of full capital account 
convertibility ? 
a) Encourages import 
b) Boosts exports 
c) Easy access to forex 
d) Promotes trade and capital flows between nations 
ANSWER: a) Encourages import 
20. Financial Sector Legislative Reforms Commission has various working 
groups dedicated to in depth analysis of different sectors. Match the pairs 
of different working groups and their chairman. 
i. Banking ---------------------------------------------------------1. P.J Nayak 
ii. Insurance,Pension, Small saving -------------------- 2. Dr. Govind Rao 
iii. Public debt management ------------------------------ 3. Jayant Verma 
iv. Payment------------------------------------------------------- -4. Dhirendra 
Swarup 
v. Securities ------------------------------------------------------ -5. K.J.Udshi 
a) i-4 ,ii-3, iii-1, iv-2, v-3 
b) i-3, ii-4, iii-2, iv-5, v-1 
c) i-5, ii-4, iii-2, iv-1, v-3 
d) i-5, ii-3, iii-2, iv-4, v-1 
ANSWER: c) i-5, ii-4, iii-2, iv-1, v-3 
21. Consider the following statements 
1. GDR is a certificate issued by a depository bank, which purchases 
shares of foreign companies and deposits it on the account. 
2. GDRs enable a company, the issuer, to access investors in capital 
markets outside of its home country. 
3. Regulatory and other agencies suspect that GDR route is being used for 
bringing back suspected illicit funds stashed abroad. 
Which of the above statements are correct? 
a) 1,2 
b) 1,2,3 
c) 2,3 
d) 1,3 
ANSWER: b 



 

Explanation: GDR is a popular financial instrument used by listed 
companies in India, as also in many other countries, to raise funds 
denominated mostly in US dollar or euros. GDRs are typically bank 
certificates issued in more than one country for shares of a company, 
which are held by a foreign branch of an international bank. 
http://timesofindia.indiatimes.com/business/indiabusiness/GDR-route-under-
scanner-for-routingblack-money/articleshow/45749615.cms?from=mdr 
22. Consider the following statements 
1. Project Panchdeep, a unique health-care administration program 
aimed at automating healthcare services to over 6 crore beneficiaries 
spread across the country. 
2. Infosys partnered with government for implementation of this project 
Which of the above statements are not true? 
a) Only 1 
b) Only 2 
c) Both 
d) Neither 
ANSWER: a 
Explanation: The Center is implementing a Rs 1,900 crore e-governance 
project to automate transactions vis-a-vis the Employees State Insurance 
Corporation (ESIC).Under the project, named 'Panchdeep', a massive 
Enterprise Resource Planning (ERP) would be installed across the 
country. Wipro provided IT solution for project Panchdeep. 
More : http://www.voicendata.com/wipro-implementspanchdeep-project/ 
23. Consider the following statements 
1. “Gyan Sangam” was seminar for banker was arranged by the Finance 
Ministry 
2. S.S.Mundra Committee was set up for governance in banks. 
Which of the above statements are not true? 
a) Only 1 
b) Only 2 
c) Both 
d) Neither 
ANSWER: c 
Explanation: Gyan Sangam was seminar for banker was arranged by the 
Finance Ministry while P.J.Nayak Commitee was set up for governance in 
banks. 
http://www.thehindu.com/opinion/columns/C_R_L__ Narasimhan/bankers-
retreat-a-goodbeginning/article6775627.ece 
24. According to P.J.Nayak committee recommendations 
1. Transfer of government shares in PSB to to Bank investment Company 
(BIC) so BIC will become Holding company and PSB banks became BIC’s 



 

subsidiary companies. 
2. Until BIC is formed Committee recommended formation of Bank Board 
Bureau Which of the above statements are true? 
a) Only 1 
b) Only 2 
c) Both 
d) Neither 
ANSWER: c 
More:https://drive.google.com/file/d/0B0Acp_VJ8Jl3QTNkYnVEYlBJRnM/view
?pli=1[Topic----6] 
25. Which government introduced smart-card for unorganized sector 
workers? 
a) Gujarat 
b) Maharashtra 
c) Bihar 
d) Delhi 
ANSWER: a 
Explanation: Gujarat government has “U-Win” Smart-card for 
unorganized sector workers so they can get benefit of all Government 
schemes. Modi planning to implement same on all Indianotification 
awaited. 
http://www.thehindu.com/news/national/smartcards-soon-for-unorganised-
sectorworkers/article6754134.ece 
26. Which of the following city is not covered under “Char dham” Project? 
a) Kedarnath 
b) Badrinath 
c) Dwarka 
d) Gangotri 
ANSWER: c 
Explanation: “Char-dham” project to build a New national highways 
connecting the four shrines of Kedarnath, Badrinath, Gangotri, and 
Yamunotri in Uttarakhand. 
http://www.thehindu.com/news/national/otherstates/gadkari-announces-rs-
13000-cr-for-new-chardham-roads/article6757255.ece 
27. Under HRIDAY scheme which of the following city is not included? 
a) Puri 
b) Agra 
c) Patana 
d) Amravati 
ANSWER: c 
28. Currently base year for calculating GDP has been chaged. What is the 
new baseline year? 



 

a) 2008-09 
b) 2010-11 
c) 2011-12 
d) 2007-08 
ANSWER: c 
29. Consider the following statements 
1. The Mangala Area is a major oil field located in the Indian State of Rajasthan. 
2. Cairn India is the operator of the field, a subsidiary of Cairn Energy. 
Which of the above statements are correct? 
a) Only 1 
b) Only 2 
c) Both 
d) Neither 
ANSWER: c 
30. Consider the following statements 
1. The newly constituted National Highway Infrastructure Development 
Corporation Limited, which is mandated to develop 10,000 km of roads in 
the country with a special focus on North-East, will award the first 
highway project in Meghalaya 
2. The company is mandated to build 10,000 km of roads in the North-East 
(Assam, Meghalaya, Manipur, Nagaland, Mizoram, Tripura and Arunachal 
Pradesh) and Uttarakhand. 
Which of the above statements are correct? 
a) Only 1 
b) Only 2 
c) Both 
d) Neither 
ANSWER: c 
31. Consider the following statements 
1. The Reserve Bank of India and the European Central Bank have signed 
a memorandum of understanding for cooperation in the area of central 
banking. 
2. The Reserve Bank of India signed a Memorandum of Understanding 
(MoU) on “Supervisory Cooperation and Exchange of Supervisory 
Information” with Banco Central do Brasil (BCB) . 
Which of the above statements are true? 
a) Only 1 
b) Only 2 
c) Both 
d) Neither 
ANSWER: c 



 

32. Consider the following statements and identify the right ones. 
i. IMF came into existence as an outcome on Bretton Woods agreement  
ii. France was the 1st country to borrow from IMF 
a. I only 
b. ii only 
c. both 
d. none 
ANSWER: c. both 
33. Consider the following statements and identify the right ones. 
i. The executive board is the highest decision making body of IMF 
ii. The 
Board of Governors meets twice a year. 
a. I only 
b. ii only 
c. both 
d. none 
ANSWER: d. none 
The Board of Governors is the highest decision making body of IMF. The 
Board of Governors meets once a year. 
34. Consider the following statements and identify the right ones. 
i. Executive board conducts the business of the IMF  
ii. It meets once in a year 
a. i only 
b. ii only 
c. both 
d. none 
ANSWER: a. I only 
35. Consider the following statements and identify the right ones. 
i. The day to day work of IMF is conducted by the board of governors  
ii. Selected nations who are members of 
IMF are given a quota 
a. i only 
b. ii only 
c. both 
d. none 
ANSWER: b. ii only 
36. Consider the following statements and identify the right ones. 
i. The quota does not decide voting power in IMF decisions 
ii. Quota subscription constitutes most of the financial resources of IMF 
a. i only 
b. ii only 
c. both 



 

d. none 
ANSWER: b. ii only 
The quota decides voting power in IMF decisions. Quota subscription 
constitutes most of the financial resources of IMF. 
37. Consider the following statements and identify the right ones. 
i. SDRs cannot voluntarily be exchanged among members for currencies  
ii. US is the largest member of the IMF 
a. I only 
b. ii only 
c. both 
d. none 
ANSWER: b. ii only 
SDRs can voluntarily be exchanged among members for currencies. 
38. Which of the following is an institution of World Bank? 
a. IBRD 
b. IDA 
c. IFC 
d. All the above 
ANSWER: d. All the above 
World Bank has five institutions- IBRD, IDA, International Finance 
Corporation, MIGA and ISCID. 
39. Consider the following statements and identify the right ones. 
i. Low income countries are eligible to receive low interest loans from IDA 
ii. India is eligible for a blend of financial assistance from IDA and IBRD 
a. I only 
b. ii only 
c. both 
d. none 
ANSWER: c. both 
IBRD aims at reducing poverty in middle income and credit-worthy poor 
countries. 
40. Which of the following is not an objective of World Bank? 
a. To provide guarantee on private loans 
b. To develop production facilities in underdeveloped countries  
c. To rehabilitate war ruined economies  
d. None of the above 
ANSWER: d. None of the above 
World Bank provides long term capital to member countries for economic 
reconstruction and development. 
41. Which of the following is known as soft loan window of the World 
Bank? 
a. IDA 



 

b. IFC 
c. IBRD 
d. MIGA 
ANSWER: a. IDA 
IDA was established in 1960. It aims at reducing poverty by providing 
interest free credits and grants for economic growth. 
42. The investment arm of the world bank is 
a. IDA 
b. IFC 
c. IBRD 
d. MIGA 
ANSWER: b. IFC 
IFC was established in 1956. It is known as the investment arm of the 
World Bank. 
43. The insurance arm of world bank is 
a. IDA 
b. IFC 
c. IBRD 
d. MIGA 
ANSWER: d. MIGA 
MIGA is known as the insurance arm of World Bank. It was established in 
1988. 
44. Consider the following statements and identify the right ones. 
i. MIGA does not offers political risk insurance for projects to developing 
member countries 
ii. MIGA also helps investors and lenders deal with investment risks 
a. i only 
b. ii only 
c. both 
d. none 
ANSWER: b. ii only 
MIGA offers political risk insurance for projects to developing member 
countries. 
45. Consider the following statements and identify the right ones. 
i. IFC is governed by board of governors 
ii. It mobilizes capital in international capital markets 
a. i only 
b. ii only 
c. both 
d. none 
ANSWER: c. both 
International Finance Corporation is governed by board of governors who 



 

are represented by member countries. 
46. Consider the following statements and identify the right ones. 
i. ICSID is a multilateral treaty formulated by executive directors of IBRD 
ii. All the countries have deposited their instruments of ratification, 
acceptance of the convention. 
a. I only 
b. ii only 
c. both 
d. none 
ANSWER: a. I only 
Not all the countries have deposited their instruments of ratification, 
acceptance of the convention. 
47. Consider the following statements and identify the right ones. 
i. The head of WTO is known as director general  
ii. The WTO summit is held once in very year 
a. I only 
b. ii only 
c. both 
d. none 
ANSWER: a. I only 
The WTO summit is held once in two years. The summit is known as 
Ministerial Conference. 
48. Which of the following is a part of capital account? 
a. Private capital 
b. Banking capital 
c. Official capital 
d. All the above 
ANSWER: d. All the above 
Capital account is classified into 3 parts in Indiaprivate, banking and 
official capital. 
49. Consider the following statements and identify the right ones. 
i. A double entry system of record of all economic transactions between 
the residents of a country and rest of the world is called balance of trade 
ii. All transactions related to goods, services or income are classified as 
capital account. 
a. i only 
b. ii only 
c. both 
d. none 
ANSWER: d. none 
A double entry system of record of all economic transactions between the 
residents of a country and rest of the world is called balance of payments. 



 

All transactions related to goods, services or income are classified as 
current account. 
50. The investment in productive assets and participation in management 
as stake holders in business enterprises is 
a. FDI 
b. FII 
c. Balance of payment 
d. SDR 
ANSWER: a. FDI 
The investment in productive assets and participation in management as 
stake holders in business enterprises is foreign direct investment. 
51. The portfolio investment by foreign institutional investors is called 
a. FDI 
b. FII 
c. Balance of payment 
d. SDR 
ANSWER: b. FII 
The portfolio investment by foreign institutional investors is called 
foreign institutional investment. 
52. Consider the following statements and identify the right ones.  
i. India adopted LERMS in 1992 
ii. In 1993, dual exchange rate system was replaced by a unified floating 
exchange rate. 
a. i only 
b. ii only 
c. both 
d. none 
ANSWER: c. both 
Liberalized Exchange Rate Management System was a dual exchange rate 
system in which 40% of forex earnings were converted at official 
exchange rate and 60% at market determined exchange rate. 
53. Which of the following is a union tax? 
a. Corporation tax 
b. Taxes on agricultural income 
c. Capitation taxes 
d. Land revenues 
ANSWER: a. Corporation tax 
Union taxes are given in the list of 7th schedule in the constitution. 
54. Which of the following is not a union tax? 
a. Taxes on railway freights and fares 
b. Stamp duties on financial documents 
c. Tolls 



 

d. A and b only 
ANSWER: d. A and b only 
Taxes on railway freights and fares and Stamp duties on financial 
documents are union taxes while tolls are state tax 
55. Consider the following statements and identify the right ones. 
i. Central government does not have exclusive power to impose tax which 
is not mentioned in state or concurrent list. 
ii. The constitution also provides for transferring certain tax revenues 
from union list to states. 
a. i only 
b. ii only 
c. both 
d. none 
ANSWER: b. ii only 
Central government has exclusive power to impose tax which is not 
mentioned in state or concurrent list. 
56. The tax levied by the union government on income of individuals is 
known as: 
a. Personal income tax 
b. Interest tax 
c. Wealth tax 
d. Corporation tax 
ANSWER: a. Personal income tax 
It is based on the principle of ability to pay. The tax levied by the union 
government on income of individuals is known as income tax. 
57. The tax on net income of companies is: 
a. Personal income tax 
b. Interest tax 
c. Wealth tax 
d. Corporation tax 
ANSWER: d. Corporation tax 
The tax on net income of companies is corporate tax. Tax rates are 
uniform for all categories of companies. 
58. Consider the following statements and identify the right ones. 
i. Wealth tax is collected from productive as well as unproductive assets ii. 
Estate duty was a type of inheritance tax of large estates 
a. i only 
b. ii only 
c. both 
d. none 
ANSWER: b. ii only 
Wealth tax is collected from unproductive assets only. Estate duty was 



 

abolished in 1985. 
59. Which of the following taxes is/are withdrawn or abolished? 
a. Interest tax 
b. Estate duty 
c. Gift tax 
d. All the above 
ANSWER: d. All the above 
Interest tax was withdrawn in 2000-01, estate duty abolished in 1985 and 
gift tax in 1998-99. 
60. The most important source of revenue to the states is: 
a. Sales tax 
b. Service tax 
c. Excise duty 
d. None of the above 
ANSWER: a. Sales tax 
Sales tax is the tax on sale of goods and is influenced by the value added 
tax system. 
61. The tax levied on the interstate trade of goods is: 
a. Sales tax 
b. Excise tax 
c. Service tax 
d. Central sales tax 
ANSWER: d. Central sales tax 
The tax levied on the interstate trade of goods is the central sales tax. 
62. Consider the following statements and identify the right ones. 
i. The 14th finance commission is headed by C. Rangarajan 
ii. The recommendations of the commission will come into effect from 
April, 1, 2015 
a. i only 
b. ii only 
c. both 
d. none 
ANSWER: b. ii only 
The 14th finance commission was appointed in 2013. It is headed by Y V 
Reddy. 
63. The difference between revenue expenditure and revenue receipts is 
a. Revenue deficit 
b. Fiscal deficit 
c. Budget deficit 
d. Primary deficit 
ANSWER: a. Revenue deficit 
64. The difference between revenue deficit and grants for creation of 



 

capital assets is called 
a. Fiscal deficit 
b. Budget deficit 
c. Effective revenue deficit 
d. Primary deficit 
ANSWER: c. Effective revenue deficit 
Effective revenue deficit= revenue deficit-grants for creation of capital 
assets. 
65. The difference between total expenditure and total receipts except 
loans and other liabilities is called 
a. Fiscal deficit 
b. Budget deficit 
c. Primary deficit 
d. Revenue deficit 
ANSWER: a. Fiscal deficit 
Fiscal deficit= total expenditure-total receipts except loans and other 
liabilities. 
66 The difference between fiscal deficit and interest payment during the 
year is called 
a. Fiscal deficit 
b. Budget deficit 
c. Primary deficit 
d. Revenue deficit 
ANSWER: c. Primary deficit 
Primary deficit= fiscal deficit-interest payments. 
67.A decrease in Cash Reserve Ratio (CRR) can lead to which among the 
following ? 
1. increase in cash availability of the banks 
2. increase in repo rate 
3. decrease in SLR 
Select the correct answer using the codes given below. 
a) 1 only 
b)1 and 2 only 
c) 1 and 3 only 
d) 1,2 and 3 
ANSWER: a) 1 only. 
68. The WTO follows the principle of ‘self selection’. This means : 
a) countries decides to which agreement they want to be party. 
b) countries decide the rate of tariff and tariff reduction 
c) countries themselves decide whether they want to be in developed or 
developing categories. 
d) None of the above 



 

ANSWER: C 
Countries themselves decide whether they want to be in developed or 
developing categories. There are no WTO definitions of “developed” or 
“developing” countries. Developing countries in the WTO are designated on the 
basis of self-selection although this is not necessarily automatically accepted in 
all WTO bodies. 
69. Which of the following also acts as a mechanism for government 
lending. 
1. CRR 
2. Repo rate 
3. Reverse repo rate 
4. SLR 
a) 1 and 3 only 
b) 1, 2 and 4 only 
c) 1 and 4 only 
d) 4 only 
ANSWER: d) 4 only. 
SLR, statutory liquidity ratio is the amount of money that is invested in 
certain specified securities predominantly central government and state 
government securities. Investing in government securities by bank is one 
way of fulfilling the requirement of SLR. In this way, SLR acts as a lending 
mechanism to government. Repo rate is a rate at which banks borrow 
from RBI for short periods up to 7 or 14 days but predominantly 
overnight. 
71. With reference to foreign portfolio investments (FPI), consider the 
following statements: 
1. FPIs are more volatile than loans from international financial 
institutions. 
2. Foreign Direct Investments are part of FPIs. Which of the statements 
given above is/are correct ?  
a) 1 only 
b) 2 only 
c) Both 1 and 2  
d) Neither 1 nor 2 
ANSWER: a) 1 only. 
FPI is also called Foreign institutional Investments ( FIIs). Because of their 
volatility they are also called hot money. Loans from international financial 
institutions are given for a fixed tenure and hence are stable. FDI is not part of 
FPI, but are accounted separately. 
72. India’s central bank, RBI performs various functions. Which of these 
are its functions according to the RBI act, 1934. 
1. managing inflation 



 

2. acting as banker’s bank 
3. managing India’s Forex 
4. handling government’s borrowing program 
Select the correct answer using the codes given below.  
a) 2, 3 and 4 only 
b) 1, 2 and 3 only 
c) 2 and 3 only d) 1, 
2, 3 and 4 
ANSWER: d) 1, 2, 3 and 4. 
RBI’s functions – acting as banker’s bank, managing India’s Forex and handling 
govt’s borrowing programme. 
These three are well defined, no confusion over this. Now let’s read more on 
inflation management by RBI . Before march 2015, the Reserve Bank was not 
formally an inflation targeting central bank. The defining features of an 
inflation targeting central bank are a precise mandate, a single instrument (the 
policy interest rate) in its armoury, a single minded devotion to achieving this 
target and a principal-agent relationship with the Government. This is what D. 
Subbarao said in 2011 
https://www.rbi.org.in/scripts/BS_SpeechesView.aspx?Id =563 
So, even though RBI was informally helping manage inflation, it was not it’s 
function as defined by the RBI Acvt, 1934. However, in March 2015 it was 
formally decided that from now, RBI will have the official mandate to 
manage inflation. For this the RBI Act, 1934 will be amended. The amendment 
has yet not happened, because passing a legislation takes some time. But it has 
been now fully agreed that such an amendment will be made. 
73. Which among the following can result in ‘demand pull inflation’ ? 
1. increase in subsidy on LPG 
2. increase in fuel prices 
3. decrease in income tax rates 
a) 1 and 2 only 
b) 1 and 3 only 
c) 2 and 3 only 
d) 1, 2 and 3 
ANSWER: b) 1 and 3 only. 
Increase in subsidy of LPG will reduce the pocket expenditure of people on LPG, 
making more money available with them, thereby increasing demand and 
pulling inflation. Similar will be the effect of decrease of income tax rates – 
more money availability. Increase in fuel prices will lead to cost-push inflation. 
74.The term ‘narrow banking’ is best described as: 
a) banks acting only as payment banks 
b) banking by non-banking financial companies 
c) limited areas of operation by banks 

https://www.rbi.org.in/scripts/BS_SpeechesView.aspx?Id


 

d) banks lending only to risk free sectors 
ANSWER: d) banks lending only to risk free sectors. 
A ‘Narrow Bank’ can be defined as the system of banking under which a bank 
places its funds in risk-free assets with maturity period matching its liability 
maturity profile, so that there is no problem relating to asset liability mismatch 
and the quality of assets remains intact without leading to emergence of sub-
standard assets. 
75. If indirect taxes in an economy are increased, then which of the 
following can occur ? 
1. GDP at factor cost increases 
2. GDP at factor cost decreases 
3. GDP at market price increases 
4. GDP at market price decreases 
a) 1 only 
b) 2 and 3 only 
c) 3 only 
d) 4 only 
ANSWER: c) 3 only. 
GDP (market price) = GDP ( factor cost) + indirect taxes – subisdies. This 
equation makes it clear that any increase in indirect taxes will increase the GDP 
at market prices. 
76. Equity market instruments help in financing a firm. Which of these 
is/are equity market instruments ? 
1. Bonds 
2. Shares 
3. Debentures 
a) 1 and 2 only 
b) 2 only 
c) 2 and 3 only 
d) 1, 2 and 3 
ANSWER: b) 2 only. 
Shares are equity instruments, while bonds and debentures are debt 
instruments. Debt instruments are assets that require a fixed payment to the 
holder, usually with interest. Examples of debt instruments include bonds 
(government or corporate), debentures and mortgages. Equity financing allows 
a company to acquire funds (often for investment) without incurring debt, eg 
shares. 
77. An economy pursuing an expansionary fiscal policy can witness : 
1. increase in fiscal deficit 
2. increase in wages of labour 
3. increase in rate of income tax 
Select the correct answer using the codes given below. 



 

a) 1 only 
b) 1 and 2 only 
c) 1 and 3 only 
d) 1,2 and 3 
ANSWER: a) 1 only. 
Expansionary fiscal policy is a macroeconomic policy that seeks to expand the 
money supply to encourage economic growth or combat inflation (price 
increases). One form of expansionary policy is fiscal policy, which comes in the 
form of tax cuts, rebates and increased government spending. Expansionary 
policies can also come from central banks, which focus on increasing the 
money supply in the economy. Such a fiscal policy will increase the 
expenditure, thereby increasing fiscal deficit. Increase in wages of labour is 
unrelated. There can be a decrease ( not increase ) in income tax rates, so 
statement 3 is false. 
78. Fiscal consolidation is one of the objectives of India’s economic policy. 
Which of the following would help in fiscal consolidation ? 
1. increasing taxes 
2. getting more loans 
3. reducing subsidies 
a) 1 and 2 only 
b) 1 and 3 only 
c) 2 and 3 only 
d) 1, 2 and 3 
ANSWER: b) 1 and 3 only. 
Fiscal consolidation is a reduction in the underlying fiscal deficit. So, by 
increasing revenues and decreasing expenditure, we can undertake fiscal 
consolidation. While getting more loans may increase receipts, it will 
not help in fiscal consolidation as that loan has to be repaid back along with 
interest. So loans add more to the expenditure than it contributes to receipts. 
Increasing taxes and reducing subsidies will of course increase revenues and 
decrease expenditure respectively contributing to fiscal consolidation. 
79. With reference to pulses, consider the following statements : 
1. India is the largest producer of pulses. 
2. India imports pulses to meet its domestic demand. Which of 
the statements given above is/are 
correct ?  
a) 1 only 
b) 2 only 
c) Both 1 and 2  
d) Neither 1 nor 2 
ANSWER: c) Both 1 and 2. 
India is the world’s largest producer and consumer of pulses. It imports about 



 

3.5 million tonnes of pulses every year from the U.S., Australia, Myanmar, East 
Africa and Ukraine, besides Canada to meet its domestic demand. 
80. The government provides subsidies in various sectors. Which of the 
following are the effects of subsidies ? 
1. it increases inflation 
2. it increases fiscal deficit 
3. it decreases export competitiveness 
a) 1 and 2 only 
b) 2 only 
c) 2 and 3 only 
d) 1,2 and 3 
ANSWER: b) 2 only. 
There is no direct relation between subsidies given and inflation. It may 
increase inflation ( eg. subsidies on LPG helping people save more thus 
increasing their capacity which can cause demand pull inflation. ) or decrease 
inflation by making accessible low cost subsidized goods. Subsidies of course 
increases fiscal deficit. Subsidies INCREASES not decreases export 
competitiveness of goods as it decreases their cost of production. 
81. The Fiscal Responsibility and Budget Management (FRBM) Act aimed 
for 
1. eliminating both revenue deficit and fiscal deficit 
2. giving flexibility to RBI for inflation management  
Which of the statements given above is/are correct ?  
a) 1 only 
b) 2 only 
c) Both 1 and 2 
d) Neither 1 nor 2 
ANSWER: b) 2 only. 
FRBM Act had the objective of ensuring prudence in fiscal management by 
eliminating revenue deficit, REDUCING ( and not eliminating ) fiscal deficit, 
establishing improved debt management and improving transparency in a 
medium term framework with quantitative targets to be adhered by the state 
with regard to deficit measures and debt management. The act was also 
expected to give necessary flexibility to Reserve Bank of India(RBI) for 
managing inflation in India. 
82. With reference to deficit financing, monetized deficit is the part that is 
financed through 
a) borrowings from public sector scheduled commercial banks 
b) external commercial borrowings 
c) borrowings from RBI 
d) none of the above 
ANSWER: c) borrowings from RBI. 



 

Monetized deficit indicates the level of support extended by the Reserve Bank 
of India to the government’s borrowing programme. Since borrowings from 
Reserve Bank of India directly add to money supply, this measure is termed 
monetized deficit. It is obvious that monetized deficit is only a part of fiscal 
deficit. 
83. All banks are mandated to lend to priority sector. Which of the 
following would come under Priority Sector Lending ( PSL ) ? 
1. Loans to corporations 
2. Loans to Self Help Groups 
3. Loans to small and marginal farmers 
4. Loans to state government 
a) 1 and 2 only 
b) 1 and 3 only 
c) 2 and 3 only 
d) 2,3 and 4 only 
ANSWER: c) 2 and 3 only. 
Priority sector refers to those sectors of the economy 
which may not get timely and adequate credit in the 
absence of this special dispensation. Typically, these are 
small value loans to farmers for agriculture and allied 
activities, micro and small enterprises, poor people for 
housing, students for education and other low income 
groups and weaker sections. So, loans to corporations and 
state government does not come under PSL. 
84. Consider the following statements about Index of Industrial 
Production ( IIP ) 
1. It is released monthly by Central Statistical Organisation ( CSO ) 
2. It shows the volume of industrial activity. 
Which of the statements given above is/are correct ? 
a) 1 only 
b) 2 only 
c) Both 1 and 2 
d) Neither 1 nor 2 
ANSWER: a) 1 only. 
IIP or the index of industrial production is the number denoting the 
condition of industrial production during a certain period ( month for eg. ). It 
does not show the volume of industrial activity but only its growth with 
respect to a reference period. As IIP shows the status of industrial activity, one 
can find out if the industrial 
activity has increased, decreased or remained same. 
85. Financial market is classified into money market and capital market. 
Which of these are money market instruments ? 



 

1. T-Bills 
2. Preference shares 
3. Commercial papers 
a) 1 and 2 only 
b) 1 and 3 only 
c) 2 and 3 only 
d) 1,2 and 3 
ANSWER: b) 1 and 3 only. 
The short-term debts and securities sold on the money markets—which are 
known as money market instruments—have maturities ranging from one day 
to one year and are extremely liquid. The Treasury bills are short-term money 
market instrument that mature in a year or less than that. Commercial Paper is 
short-term loan that is issued by a corporation use for financing accounts 
receivable and inventories. Preference shares are capital market instrument. 
86. Suppose you went to a restaurant and paid certain taxes. which of 
these would be considered an indirect tax ? 
1. Service tax paid for lunch 
2. Tip given to waiter 
3. VAT paid 
a) 1 and 2 only 
b) 1 and 3 only 
c) 2 and 3 only 
d) 1, 2 and 3 
ANSWER: b) 1 and 3 only. 
Indirect Taxes are not levied on individuals, but on goods and services. 
Customers indirectly pay this tax in the form of higher prices. Some of the 
significant indirect taxes include Value Added Tax, Service Tax Central Sales 
Tax, Central Excise Duty, Customs Duty, stamp duties and expenditure tax. Tip 
given to waiter goes into their unofficial income and is therefore not accounted 
for taxing purpose :) 
87. The expenditure in India is classified as capital and revenue. Which of 
the following is/are revenue expenditure ? 
1. interest payments on debt 
2. loans granted by central government 
3. subsidies 
Select the correct answer using the codes given below.  
a) 1 and 2 only 
b) 1 and 3 only  
c) 2 and 3 only  
d) 1, 2 and 3 
ANSWER: b) 1 and 3 only. 
Revenue expenditure is for the normal running of Government departments 



 

and various services, interest payments on debt, subsidies, etc. Broadly the 
expenditure which does not result in creation of assets for Government of India 
is treated as revenue expenditure. Loans granted by central government are 
capital expenditure. 
88. Receipts in budget can be capital or revenue. 
Which of these is/are capital receipts? 
1. Loan recoveries 
2. Provident funds deposits 
3. Grants 
a) 1 and 2 only 
b) 1 and 3 only 
c) 2 and 3 only 
d) 1, 2 and 3 
ANSWER: a) 1 and 2 only. 
Loan recoveries are the money, which the government had lent out in past, 
their capital comes back to the government when the borrowers repay them as 
capital receipts. long-term capital accruals to the government through the 
Provident Fund (PF), Postal Deposits, various small saving schemes (SSSs) and 
the government bonds sold to the public (as Indira Vikas Patra, Kisan Vikas 
Patra, Market Stabilization Bond, etc.) are also capital receipts. Grants are 
revenue receipts. 
89. If a government is unable to pass the budget in Lok Sabha, then:  
a) a totally new budget is presented. 
b) the budget is revised and presented again.  
c) the government has to resign. 
d) none of the above 
ANSWER: c) the government has to resign. 
This is an important point to be noted. Although, UPSC has asked a question on 
this in 2011, it may still resurface as a part/statement in a question. 
90. With reference to contribution from taxes, consider the following 
statements: 
1. Contribution from direct taxes is more than that from indirect taxes. 
2. Corporation tax is the largest contributor. 
Which of the statements given above is/are correct ? 
a) 1 only 
b) 2 only 
c) Both 1 and 2 
d) Neither 1 nor 2 
ANSWER: c) Both 1 and 2. 
Since 2007-08, the contribution of direct tax has been more than indirect tax. 
Before this, the trend was opposite. Corporation tax is the largest contributor 



 

among the taxes. 
91. The Economic Survey is complied by:  
a) Office of economic advisor. 
b) Central Statistical office ( CSO ) 
c) National Sample Survey Organization (NSSO)  
d) Department of economic affairs. 
ANSWER: d) Department of economic affairs. 
The Economic Survey is complied by Department of economic affairs, Ministry 
of Finance. Office of economic advisor publishes WPI, while CSO publishes IIP 
and CPI. 
92. Gross capital formation will increase if: 
1. gross domestic savings increases 
2. gross domestic consumption increases 
3. GDP increases 
Select the correct answer using the codes given below. 
a) 1 only 
b) 1 and 2 only 
c) 1 and 3 only 
d) None 
ANSWER: d) None. 
Gross capital formation, in simple terms is equivalent to investment made. It 
was earlier called gross domestic investment. The part of GDP that is used is 
called gross domestic consumption, while the part that is saved is gross 
domestic savings (GDS). Some part of this GDS will be re-invested back, and 
that is called gross capital formation. Now, an increase in GDP or GDS will not 
necessarily lead to an increase in capital formation. Because how much in 
invested back will depend on many other factors. 
93. Consider the following statements: 
1. India’s GDP is more than its GNP. 
2. Net Factor Income from Abroad (NFIA) is positive for India. 
Which of the statements given above is/are correct? 
a) 1 only 
b) 2 only 
c) Both 1 and 2 
d) Neither 1 nor 2 
ANSWER: a) 1 only. 
GNP = GDP + NFIA. India’s NFIA is negative. Thus India’s GDP is more than its 
GNP. NFIA = Factor income earned from abroad by residents – Factor income of 
nonresidents in domestic territory. 
94. Integrated Child Development Services (ICDS) Scheme aims to provide 
many services to children that includes: 
1. school education 



 

2. Nutrition support 
3. Immunization 
Select the correct answer using the codes given below. 
a) 1 and 2 only 
b) 1 and 3 only 
c) 2 and 3 only 
d) 1, 2 and 3 
ANSWER: c) 2 and 3 only. 
ICDS provides Supplementary nutrition, Immunization, Primary healthcare 
(Health check-up, referral services.) and preschool education to children under 
6 years of age and their mothers. 
95. Gross budgetary support means: 
a) centre’s contribution to budget 
b) expenditure in budget on social schemes 
c) assistance provided by the Centre to five year plan. 
d) none of the above 
ANSWER: c) assistance provided by the Centre to five year plan. 
The Government’s support to the Central plan is called the Gross Budgetary 
Support. In the recent years the GBS has been slightly more than 50% of the 
total Central Plan. The share of the GBS in Central Plan has been 
rising since 2008-09. 
96. Consider the following data: 
1. Revenue deficit (RD) = 3% of GDP | 
2. Grants for capital formation = 1.8% of GDP 
3. Primary deficit (PD) = 1.2% 
4. Non-plan expenditure = 1.5% 
In the above scenario, effective revenue deficit (ERD) will be: 
a) 1.2% 
b) 1.5% 
c) 1.8% 
d) cannot be calculated 
ANSWER: a) 1.2%.  
ERD = RD – Grants for capital formation. 
Therefore, here ERD = 3% – 1.8% = 1.2%. The rest two data about primary 
deficit and non-plan expenditure is not needed to calculate ERD. Effective 
Revenue was first introduced in the Union Budget 2011-12. While revenue 
deficit is the difference between revenue receipts and revenue expenditure, this 
accounting system includes all grants from the Union Government to the state 
governments as revenue expenditure, even if they are used to create assets. 
Such revenue expenditures contribute to the growth in the economy and 
therefore, should not be treated as unproductive in nature. 
97. Which of the following interest rates is still regulated? 



 

1. Savings account interest rate 
2. Fixed deposit interest rate 
3. Current account interest rate 
Select the correct answer using the codes given below. 
a) 1 only 
b) 1 and 2 only 
c) 3 only 
d) None 
ANSWER: d) None. 
All the interest rates in India have been deregulated. The last one was savings 
interest rate which was deregulated in 2011. 
98. In India, which of the following is/are a mechanism of deficit 
financing? 
1. Borrowing from RBI. 
2. Borrowing from commercial banks. 
3. Issuing fresh currency notes. 
Select the correct answer using the codes given below. 
a) 1 and 2 only 
b) 1 and 3 only 
c) 2 and 3 only 
d) 1, 2 and 3 
ANSWER: b) 1 and 3 only. 
Deficit financing is a method of meeting government deficits through the 
creation of new money. The deficit is the gap caused by the excess of 
government expenditure over its receipts. Deficit financing in India is done by – 
1. Withdrawal of past accumulated cash balances 2. Borrowing from RBI 3. 
Issuing fresh currency notes. Borrowing from commercial banks is not a part of 
deficit banking. 
99. International Development Association (IDA) is called the ‘soft’ 
window of the World Bank (WB) because 
a) it lends for software and It development 
b) taking loans from it is very easy 
c) its loans are interest free 
d) none 
ANSWER: c) its loans are interest free. 
Very important point to remember about IDA. Its loans are interest free 
(only administrative cost is charged). Further, the repayment period is very 
long like 35-40 years and the repayment starts after 10 years of taking loans. 
This way, it helps the developing countries to fo focus on development without 
worrying about paying back of loan quickly. 
100. Development expenditure would include 
1. expenditure on building roads. 



 

2. debt service liabilities. 
3. grants-in-aid. 
Select the correct answer using the codes given below. 
a) 1 and 2 only 
b) 1 and 3 only 
c) 2 and 3 only 
d) 1, 2 and 3 
ANSWER: b) 1 and 3 only. 
Simple question. Building roads, grants-in-aid is part of development 
expenditure. Money spent on servicing debt would not lead to development 
hence 2 is not part of development expenditure. 
101. With reference to narrow money, consider the following statements : 
1. They are highly liquid. 
2. Banks run their lending programme mainly with this money. 
Which of the statements given above is/are correct ? 
a) 1 only 
b) 2 only 
c) Both 1 and 2 
d) Neither 1 nor 2 
ANSWER: a) 1 only. 
Narrow money = currency with public + demand deposit with banks + “other’ 
deposits with RBI. It is denoted by M1. It is highly liquid. Now, banks cannot 
carry their lending progam with such highly liquid money as they have to 
return it pay when required by depositor. For eg. demand deposit is a part of 
M1. Banks have to return the demand deposit immediately if the depositor 
demands it. But if bank had lent that money to others, it cannot return it. So, the 
lending program is mainly carried by such money which is less liquid, like 
broad money (M3). So, statement 2 is incorrect. 
100 people went for a job in a company. The company told them that 
while there is a vacancy, none of them posses the skill required for the 
job. What kind of unemployment would this be called? 
a) disguised unemployment 
b) structural unemployment 
c) cyclical unemployment 
d) none of the above 
ANSWER: b) structural unemployment. 
Structural unemployment is a category of unemployment arising from the 
mismatch between the jobs available in the market and the skills of the 
available workers in the market. So when people cannot be employed because 
they do not possess the requisite skills it is called structural unemployment. 
102. Credit Default Swaps (CDS) can be beneficial for an economy as they:  
a) helps in redistribution of loans. 



 

b) Enhance investment opportunities 
c) leads to loan waivers. 
Select the correct answer using the codes given below. 
1 and 2 only 
1 and 3 only 
2 and 3 only 
1, 2 and 3 
ANSWER: a) 1 and 2 only. 
CDS is a tool to transfer and manage credit risk. If giving credit (like lending) is 
made less risky by CDS, it would definitely increase the investor’s interest thus 
enhancing investment opportunities. So statement 1 and 2 are correct. CDS 
does not waive off loans, it just redistributes the risk of lending. Even if you had 
no idea about CDS, you still could have got the ans, by eliminating statement 3 
as any kind of loan waiver is never good for economy.  
103. Twin deficit in a economy means 
a) high current account deficit and high fiscal deficit. 
b) High capital account deficit and high fiscal deficit. 
c) High current account deficit and high capital account deficit. 
d) High budget deficit and high fiscal deficit. 
ANSWER: a) high current account deficit and high fiscal deficit. 
Economies that have both a fiscal deficit and a current account deficit are 
often referred to as having “twin deficits.” Higher twin deficit is inherently 
destabilizing and was the primary reason why India faced a currency 
crisis back in 1991. Higher current account deficit means higher demand for 
foreign currency, which results in depreciation of the domestic currency. It also 
discourages capital inflow and leads to capital flight from the country. Higher 
fiscal deficit, apart from affecting savings and growth, affects business 
confidence. 
104 . The current account of the balance of payments (BoP) includes 
a) foreign aid. 
b) Foreign institutional investments. 
c) Remittances. 
Select the correct answer using the codes given below. 
1 and 2 only 
1 and 3 only 
3 only 
2 and 3 only 
ANSWER: b) 1 and 3 only. 
Foreign institutional investment (FII) are part of capital account. 
Remittances and foreign aid (under the heading of transfers) come under 
current account. 
105. Which of the following prices is/are fixed by the central government? 



 

a) Maximum Retail Price (MRP) 
b) Minimum Support Price (MSP) 
c) Fair and Remunerative Price (FRP) 
Select the correct answer using the codes given below. 
1 and 2 only 
1 and 3 only 
2 only 
2 and 3 only 
ANSWER: d) 2 and 3 only. 
MSP is fixed by the central govt (CG) on the recommendations of the 
Commission on Agricultural Cost and Prices (CAPC). FRP is fo sugar, which is 
fixed by the central government. Its normally higher than MSP, but serves the 
same purpose of providing a guarantee to sugarcane farmers that their produce 
will be bought at a given price. FRP is the existing arrangement for the price 
to be paid to sugarcane farmers by the Sugar Mills and is is announced each 
year by the Centre, under the Sugarcane Control Order and on the advice of 
Commission for Agricultural Costs and Prices (CACP), as the minimum price of 
sugarcane. However, many states in north India also announce a State Advised 
Price (SAP) under state legislation. Generally, the SAP is substantially higher 
than the FRP, and therefore wherever SAP is declared, it is the ruling price. Mill 
owners are obligated to pay SAP to farmers. MRP is fixed by manufacturers. 
However, government can play a regulatory and advisory role in fixing of MRP.  
106. Consider the following statements about Securities Transaction Tax 
(STT) 
1. The point of incidence and impact of STT is not same. 
2. Government securities are exempted from STT. 
Which of the statements given above is/are correct ? 
1 only 
2 only 
Both 1 and 2 
Neither 1 nor 2 
ANSWER: b) 2 only. 
The first statement might look a bit complicated to understand. But essential 
what it is saying is that STT is an indirect tax, which is incorrect as STT is a 
direct tax. An indirect tax is whose point of incidence (i.e where it is applied) 
and impact (those who are affected by it) is not same, like VAT. In VAT, it seems 
that producers, wholesalers, retailers are paying the tax, but actually its the 
consumer who in getting impacted. But in case of direct tax both point of 
incidence and impact is same, like income tax, STT etc. UPSC often uses 
definition of term (instead of using the term itself) to make a question 
confusing. 
107. The term ‘micro-finance’ frequently appears in newspapers. Micro-



 

finance includes 
a) small loans 
b) small deposits 
c) money transfer 
d) payment services 
Select the correct answer using the codes given below. 
1, 2 and 3 only 
1 ,3 and 4 only 
2 ,3 and 4 only 
1 ,2, 3 and 4 
ANSWER: d) 1, 2, 3 and 4. 
Microfinance refers to a variety of financial services that target low-income 
clients. Since the clients of microfinance institutions (MFIs) have lower incomes 
and often have limited access to other financial services, microfinance products 
tend to be for smaller monetary amounts than traditional financial services. 
These services include loans, savings, insurance, and remittances (payments). 
So, microfinance is not limited to loans and deposits only, it includes other 
financial services also. 
108. Consider the following statements about International Finance 
Corporation: 
1. It is known as the private arm of the world bank. 
2. It lends money to private sector companies of all countries. 
Which of the statements given above is/are correct? 
1 only 
2 only 
Both 1 and 2 
Neither 1 nor 2 
ANSWER: a) 1 only. 
IFC lends money to private sector companies of its member countries only and 
not all countries.  
109. Inclusive growth is an important objective of the development 
process. In this context, which of the following would amount to inclusive 
growth? 
1. Poverty reduction. 
2. Disinvestment. 
3. Good governance. 
4. Skill building. 
Select the correct answer using the codes given below. 
1, 2 and 3 only 
1 ,3 and 4 only 
2 ,3 and 4 only 
1 ,2, and 4 only 



 

ANSWER: b) 1, 3 and 4 only. 
111. Which of the following is/are a part of the participatory development 
process? 
State 
NGOs 
Pressure groups 
Cooperatives 
Select the correct answer using the codes given below. 
1, 2 and 3 only 
1 ,3 and 4 only 
2 ,3 and 4 only 
1 ,2, 3 and 4 
ANSWER: d) 1, 2, 3 and 4. 
113. The mandate of the 14th finance Commission includes suggesting 
1. Mechanism for pricing of public utilities. 
2. The implementation process for GST. 
3. Fiscal consolidation measures. 
Select the correct answer using the codes given below. 
1 and 2 only 
1 and 3 only 
2 and 3 only 
1, 2 and 3 
ANSWER: d) 1, 2 and 3. 
The mandate of 14th the Finance Commission is much larger than those of 
previous ones. All the three are included in its mandate. This has raised 
concerns about its enlarged role. 
Context – http://businesstoday.intoday.in/story/fourteenth- 
finance-commission-insulate-the-economy-frompolitics/1/191594.html 
114. Which of the following is/are used as an indicator in calculating 
Multidimensional Poverty Index (MPI)? 
1. Maternal mortality 
2. Nutrition 
3. Access to electricity 
4. Access to telephone 
Select the correct answer using the codes given below. 
1, 2 and 3 only 
1, 3 and 4 only 
2 and 3 only 
1, 2, and 4 only 
ANSWER: c) 2 and 3 only. 
Nutrition and access to electricity are included, while maternal mortality and 
access to telephone are not. This image makes it very clear – 



 

http://www.ophi.org.uk/wpcontent/uploads/Tenindicators.jpg?f0f6c9 
115. India maintains buffer stocks of food grains. The buffer stocks helps 
in 
1. Providing food security 
2. Incentivizing farmers 
3. Stabilizing prices 
4. Running PDS 
Select the correct answer using the codes given below. 
1, 2 and 3 only 
1 ,3 and 4 only 
2 ,3 and 4 only 
1 ,2, and 4 only 
ANSWER: b) 1 ,3 and 4 only. 
Incentivizing farmers – This is done by announcing the minimum support 
prices (MSP) and other schemes like price stabilization fund schemes for 
plantation crops. The buffer stocks helps in providing food through the PDS, 
thus ensuring food security. It also acts as a cushion during price rises due to 
shortfall, thus helping in stabilizing prices. 
116. Consider the following economy traits  
1. Prolonged increase in demand 
2. Heating up of economy 
3. Demand-supply lag 
They are the characteristic feature of which phase of business/economy 
cycle? 
a. Recession 
b. Depression 
c. Recovery 
d. Boom 
ANSWER: d) Boom. 
All these are features of a boom phase of business cycle. During boom phase, 
the demand goes on increasing and the economy heats up. The supply is limited 
and hence there develops a demand-supply lag. 
117. The Kudumbashree program by the Kerala government works in the 
area of 
1. Reducing maternal mortality 
2. Providing micro credit 
3. Enhancing entrepreneurship 
4. Providing housing 
Select the correct answer using the codes given below. 
1 and 2 only 
1 ,3 and 4 only 
2 and 3 only 



 

1 ,2, and 4 only 
ANSWER: c) 2 and 3 only. 
Kudumbashree was launched by the Government of Kerala in 1998 for wiping 
out absolute poverty from the State through concerted community action under 
the leadership of Local Self Governments. It is built around three critical 
components – 1. micro credit, 2. entrepreneurship and 3. empowerment. The 
Kudumbashree initiative has succeeded in addressing the basic needs of the 
less privileged women, thus providing them a more dignified life and a better 
future. Literal meaning of Kudumbashree is prosperity (shree) of family 
(Kudumbam). 
118.The Price stabilization fund will support the procurement of 
1. Onion 
2. Groundnut 
3. Potato 
4. Rice 
Select the correct answer using the codes given below. 
1 and 2 only 
1 and 3 only 
2 and 3 only 
1 and 4 only 
ANSWER: b) 1 and 3 only. 
The Price stabilization fund (PSF) will be used to support market 
interventions for managing prices of perishable agri-horticultural commodities. 
Initially, the fund is proposed to be used for onion and potato only. Losses 
incurred, if any, in the operations will be shared between the Centre and the 
States. The PSF will be used to advance interest-free loans to State governments 
and Central agencies to support their working capital and other expenses on 
procurement and distribution interventions for such commodities. 
http://www.thehindu.com/news/national/pricestabilisation-fund-centres-
nod-for-rs-500-crorecorpus/article7044189.ece 
There is a similar scheme named PRICE STABILISATION FUND SCHEME for 
plantation crops (Tea, Coffee, Rubber and Tobacco). That is different. Read 
about it from its official website - http://commerce.nic.in/psft/about.htm 
119 . The National Food Security Mission (NFSM) aims to enhance the 
production of 
1. rice 
2. wheat 
3. fruits 
4. vegetables 
5. pulses 
6. coarse cereals 
Select the correct answer using the codes given below. 



 

1, 2, 3 and 4 only 
1 ,2 and 5 only 
1, 2 ,3 and 5 only 
1 ,2, 5 and 6 only 
ANSWER: d) 1, 2, 5 and 6 only. 
The National Development Council (NDC) in its 53rd meeting held on 29th 
May, 2007 adopted a resolution to launch a Food Security Mission comprising 
rice, wheat and pulses to increase the production of rice by 10 million tons, 
wheat by 8 million tons and pulses by 2 million tons by the end of the Eleventh 
Plan (2011-12). Accordingly, a Centrally Sponsored Scheme, ‘National Food 
Security Mission’ (NFSM), was launched in October 2007. The Mission is being 
continued during 12th Five Year Plan with new targets of additional production 
of food grains of 25 million tons of food grains comprising of 10 million tons 
rice, 8 million tons of wheat, 4 million tons of pulses and 3 million tons of 
coarse cereals by the end of 12th Five Year Plan. 
The National Food Security Mission (NFSM) during the 12th Five Year Plan will 
have five components (i) NFSM- Rice; (ii) NFSM-Wheat; (iii) NFSM-Pulses, (iv) 
NFSM-Coarse cereals and (v) NFSM-Commercial Crops. 
http://www.nfsm.gov.in/ 
120. Which of the following schemes has an impact on women 
empowerment? 
1. ICDS 
2. ASIDE 
3. Swadhar 
4. Ujjawala 
Select the correct answer using the codes given below. 
1, 2 and 3 only 
1 ,3 and 4 only 
2 ,3 and 4 only 
1 ,2, 3 and 4 
ANSWER: b) 1, 3 and 4 only. 
ASIDE – Assistance to States for Developing Export Infrastructure and other 
Allied Activities. The objective of the scheme is to involve the states in the 
export effort by providing financial assistance for the creation of critical 
infrastructure for the development and growth of exports. The Swadhar 
Scheme purports to address the specific vulnerability of each of group of 
women in difficult circumstances through a Home-based holistic and 
integrated approach. ‘Ujjawala -is a comprehensive scheme for the prevention 
of trafficking, rescue and rehabilitation of women and child victims of 
trafficking for commercial sexual exploitation in India. ICDS is well known. So, 
except ASIDE, all others have an impact on women empowerment 
121. Bringing Green Revolution to eastern India is a sub scheme of 



 

a. National Mission on Agriculture Extension and Technology 
b. National Mission for sustainable agriculture 
c. Rashtriya Krishi Vikas Yojana  
ANSWER: c) Rashtriya Krishi Vikas Yojana. 
Bringing Green Revolution to Eastern India (BGREI), a sub-scheme of 
Rashtriya Krishi Vikas Yojna (RKVY) is being implemented in seven eastern 
states namely Assam, Bihar, Chhattisgarh, Jharkhand, Odisha, West Bengal and 
eastern Uttar Pradesh from 2010-2011 to address the constraints limiting the 
productivity of rice based cropping systems. Under this scheme, various 
activities like cluster demonstrations of improved package of practices, assets 
building, site specific activities and marketing support are being undertaken. 
123. Which of the following schemes is/are financed by National 
Investment Fund 
1. JNNURM 
2. NREGS 
3. AIBP 
Select the correct answer using the codes given below. 
1 only 
2 only 
3 only 
ANSWER: d) None. 
124.The objective of the Green energy Corridor is to 
a. create special industrial zones which will be powered by renewable energy. 
b. fund geothermal based energy projects. 
c. facilitate the flow of renewable energy into the national power grid. 
d. none of the above. 
ANSWER: c) facilitate the flow of renewable energy into the national 
power grid. 
125. With reference to Special Economic Zone (SEZ), consider the 
following statements : 
1. SEZs have full freedom for subcontracting. 
2. They are exempted from routine examination by custom authorities. 
Which of the statements given above is/are correct? 
1 only 
2 only 
Both 1 and 2 
Neither 1 nor 2 
ANSWER: c) Both 1 and 2. 
127. Which of the following is a reason for inflation? 
1. Deficit financing 
2. Growth in per capita income 
3. Structural deficiencies 



 

4. All the above 
ANSWER: d. All the above 
Inflation refers to rise in the general price level in the economy. Various 
demand and supply side factors cause inflation. 
128. Which of the following is an effect of inflation? 
a. Erosion in purchasing power 
b. Affects relative price of goods 
c. Increase in inequalities of income 
d. All the above 
ANSWER: d. All the above 
As a result of inflation, some sections like producers or big landlords gain 
due to the ownership of assets, income inequality increases. 
129. Consider the following statements and identify the right ones. 
i. Government can reduce indirect taxes to control inflation  
ii. There is trade-off between growth and inflation in India 
a. i only 
b. ii only 
c. both 
d. none 
ANSWER: : c. both 
Growth cannot be sustained in inflationary situation for a long time and 
inflation is bound to be high with high growth rates. 
130. Which of the following is not a reason for inflation? 
a. Increase in administered prices 
b. Increase in cost of capital 
c. More dependence on indirect taxes for revenue  
d. None of these 
ANSWER: d. None of these 
Inflation refers to rise in the general price level in the economy. Various 
demand and supply side factors cause inflation. 
131. Which of the following can be undertaken to control inflation? 
a. Control on public expenditure 
b. Control on hoarding and black marketing 
c. Effective control on credit 
d. All the above 
ANSWER: d. All the above 
Inflation can be controlled using monetary, fiscal and other measures. 
132. Consider the following statements and identify the right ones. 
i. For measuring overall inflation in the economy, CPI is used. 
ii. WPI was first published in 1942 for 23 commodities 
a. i only 
b. ii only 



 

c. both 
d. none 
ANSWER: b. ii only 
For measuring overall inflation in the economy, WPI is used. WPI was first 
published in 1942 for 23 commodities. 
133. The base year used for WPI is 
1993-94 
2001-02 
2004-05 
2014-15 
ANSWER: c. 2004-05 
The base year used for WPI is 2004-05, based on the recommendations of 
Abhijit Sen Committee. 
134. Consider the following statements and identify the right ones. 
i. There are 676 items divided into 3 parts in the WPI  
ii. All the 3 parts are given equal weightage 
a. i only 
b. ii only 
c. both 
d. none 
ANSWER: a. I only 
Primary articles constitute 20.12 weightage, fuel has weightage of 14.91 
while manufactured items have 64.97 weightage. 
135. Which group constitutes maximum weightage in WPI? 
a. Primary articles 
b. Fuel 
c. Manufactured items 
d. Equal weightage 
ANSWER: c. Manufactured items 
Primary articles constitute 20.12 weightage, fuel has weightage of 14.91 
while manufactured items have 64.97 weightage. 
136. The base year to calculate CPI-IW is 
2001 
1994 
1991 
2004 
ANSWER: a. 2001 
The base year to calculate CPI-IW is 2001. 260 items are included in the 
index. 
137. The base year to calculate CPI-AL is 
1980-81 
1986-87 



 

2001-02 
2003-04 
ANSWER: b. 1986-87 
The base year to calculate CPI-AL is 1986-87 and 260 items are included 
in the index. 
138. The base year to calculate CPI-UNME is 
a. 1980-81 
b. 2001-02 
c. 2003-04 
d. 1984-85 
ANSWER: d. 1984-85 
The base year to calculate CPI-UNME is 1984-85. 180 items are included in 
the index. 
139. Consider the following statements and identify the right ones. 
i. RBI has the sole right to issue currency notes 
ii. Minimum reserve system has been replaced by 
proportional reserve system 
a. i only 
b. ii only 
c. both 
d. none 
ANSWER: a. i only 
Proportional reserve system has been replaced by minimum reserve 
system. 
140. Which of the following is not a function of RBI? 
a. Banker to government 
b. Regulation of foreign exchange 
c. Collection and publication of data 
d. None of the above 
ANSWER: d. None of the above 
RBI performs central banking functions as well as development and 
promotional functions. 
141. Consider the following statements and identify the right ones. 
1. RBI provides advice in all monetary matters except agriculture and industrial 
finance. 
2.RBI is obliged to transact business of central 
government and state governments including J&K 
a. i only 
b. ii only 
c. both 
d. none 
ANSWER: d. none 



 

RBI provides advice in all monetary matters including agriculture and 
industrial finance. RBI is obliged to transact business of central 
government and state governments excluding J&K. 
142 . Consider the following statements and identify the right ones. 
i. RBI acts as clearing house for commercial banks. 
ii. It also grants license for setting up banking operations 
a. I only 
b. ii only 
c. both 
d. none 
ANSWER: c. both 
RBI is also responsible for regulating banks, directs their credit policies 
and provides advice to them. 
143. The amount a bank needs to maintain in form of cash, gold and other 
securities before giving credit is 
a. SLR 
b. CRR 
c. OMO 
d. Bank rate 
ANSWER: a. SLR 
The amount a bank needs to maintain in form of cash, gold and other 
securities before giving credit is called SLR. 
144. The percentage of demand and time liabilities that banks have to 
keep with RBI is 
a. SLR 
b. CRR 
c. OMO 
d. Bank rate 
ANSWER: b. CRR 
The percentage of demand and time liabilities that banks have to keep 
with RBI is called cash reserve ratio. 
145. Consider the following statements and identify the right ones. 
i. RBI is the custodian of foreign exchange reserves of the country. 
ii. It also keeps the exchange rate of domestic currency at stable level. 
a. i only 
b. ii only 
c. both 
d. none 
ANSWER: c. both 
RBI is responsible for transaction of the currencies of IMF countries. 
146. Which of the following is not a function of RBI? 
a. Branch licenses and expansion 



 

b. Supervision of assets and liabilities 
c. Reconstruction and liquidity 
d. None of the above 
ANSWER: d. None of the above 
RBI has a set of supervisory functions too. 
147. For bank rate to be effective, which of the following conditions are to 
be fulfilled? 
a. Banks should be ready to avail rediscounting facility from RBI 
b. Banks should have adequate quantity of credit instruments that can be 
rediscounted  
c. Banks donot have surplus cash and depend on RBI for extraordinary needs  
d. All the above 
ANSWER: d. All the above 
Bank rate is the rate at which banks can borrow from RBI when in need of 
funds. 
148. The buying, selling of treasury bills, government and other securities 
by RBI is called 
a. Cash reserve ratio 
b. Statutory liquidity ratio 
c. Open market operations 
d. None of the above 
ANSWER: c. Open market operations 
CRR, SLR and OMO are various tools in the hands of RBI to influence 
money supply in the economy. 
149. Who issues metallic coins in India? 
a. RBI 
b. Government of India 
c. Banks and financial institutions 
d. Any of the above can issue it. 
ANSWER: b. Government of India 
The Government of India issues metallic coins in India. Coins, paper 
currency and deposits are the components of money supply in India. 
150. Which of the following is issued by RBI? 
a. Currency notes 
b. Coins 
c. Both 
d. None 
ANSWER: a. Currency notes 
Currency notes are issued by RBI. The Government of India issues 
metallic coins in India. 
151. Consider the following statements and identify the right ones. 
i. Deposits are created by banks and financial institutions. 



 

ii. They constitute the major source of money supply in India. 
a. I only 
b. ii only 
c. both 
d. none 
ANSWER: c. both 
Coins, paper currency and deposits are the components of money supply 
in India. 
152. Which of the following about money supply measure adopted in 
1977 is correct? 
a. M2= M1 +demand deposits with post offices 
b. M3= M1 +term deposits with banks 
c. M4=M3+total deposits with post offices 
d. All the above 
ANSWER: d. All the above 
These are the measures of money supply adopted by RBI in 1977. 
153. Which of the following is most liquid measure of money supply in 
India? 
a. M1 
b. M2 
c. M3 
d. M4 
ANSWER: a. M1 
M1= cash with the public+ demand deposits with banks+ other deposits 
with RBI 
154. Which of the following is known as broad money? 
M1 
M2 
M3 
M4 
ANSWER:c. M3 
M3 is known as broad money as more items are included in this measure 
when compared to M1 which is known as narrow money. 
155. Which of the following about money supply measures adopted in 
1998 is wrong? 
a. M1= currency with public +demand deposits with banking system + other 
deposits with RBI  
b. M2= M1 + savings deposits of post office savings bank  
c. M3= M1+ time deposits with banking system 
d. None of the above 
ANSWER: d. None of the above 
M4= M3+ all deposits with post office savings banks excluding National 



 

Savings Certificate 
156. Consider the following statements and identify the right ones. 
i. Data on Mo are published on monthly basis 
ii. Data on M1 and M3 are available on weekly basis 
a. I only 
b. ii only 
both 
none 
ANSWER: d. none 
Data on Mo are published by the RBI on weekly basis and Data on M1 and 
M3 are available on fortnightly basis. 
157. Consider the following statements and identify the right ones. 
i. Data on liquidity aggregates L1 and 
L2 are published weekly ii. Data on 
L3 are published once in a quarter. 
a. i only 
b. ii only 
both 
none 
ANSWER: b. ii only 
Data on liquidity aggregates L1 and L2 are published on a monthly basis. 
158. Which of the following banks was not nationalized in 1969? 
a. Vijaya Bank 
b. Canara Bank 
c. Bank of India 
d. Central Bank of India 
ANSWER:a. Vijaya Bank 
Vijaya Bank was nationalized in 1980 with 5 other banks. In 1969, 14 
banks were nationalized. 
159. Which of the following banks were nationalized in 1980? 
a. Andhra Bank 
b. Vijaya Bank 
c. Corporation Bank 
d. All the above 
ANSWER: d. All the above 
The other 3 banks are Punjab and Sind Bank, New bank of India and 
Oriental Bank of Commerce. 
160. Consider the following statements and identify the right ones. 
i. Post nationalization, banks were supposed to open more branches in rural 
and semi-urban areas 
 ii. Banks had to provide credit facilities to areas that come under priority 
sector. 



 

a. i only 
b. ii only 
c. both 
d. none 
ANSWER: c. both 
Post nationalization, banks were supposed to open more branches in 
rural and semi-urban areas in order to collect savings from these areas. 
161. Consider the following statements and identify the right ones. 
1.  The lead bank scheme owes its origin to Nariman Committee 
2. Under this scheme, SBI and its subsidiaries only were given the responsibility 
of development of districts 
a. 1 only 
b. 2 only 
c. both 
d. none 
ANSWER: a. I only 
Under this scheme, SBI and its subsidiaries, 14 nationalised banks as well 
as 3 private banks were given the responsibility of development of 
districts. 
162. Regional Rural Banks work at 
a. Hobli level 
b. Taluk level 
c. District level 
d. All levels 
View Answer / Hide Answer 
ANSWER: c. District level 
The SBI and its subsidiaries, 14 nationalised banks as well as 3 private 
banks were given the responsibility of development of districts. 
163. Which of the following is a subsidiary of SBI? 
a. State Bank of Hyderabad 
b. State Bank of Mysore 
c. State Bank of Patiala 
d. All the above 
View Answer / Hide Answer 
ANSWER: d. All the above 
SBI has 5 subsidiaries now. The other 2 are State Bank of Bikaner and 
Jaipur and State Bank of Travancore.  
164. In 2001, RBI issued a set of guidelines for private sector. Which of the 
following is true? 
a. Initial paid-up capital should be 200 crore rupees 
b. Share of promoters in paid-up capital should not be less than 40%  
c. Big corporate houses are not allowed to promote any bank  



 

d. All the above 
ANSWER: d. All the above 
The paid up capital should be increased to 300 crore rupees in 3 years of 
operation. 
165. In 2001, RBI issued a set of guidelines for private sector. Which of the 
following is true? 
a. NBFCs with minimum CAR of 12% and with good track record will be 
allowed to open private banks 
b. New banks have to open minimum 25% of branches in rural and semi-urban 
areas  
c. They have to provide minimum 40%of loans to priority sector  
d. All the above 
ANSWER: d. All the above 
New banks are supposed to keep minimum 10% of CAR from the 
beginning. 
16. In 2001, RBI issued a set of guidelines for private sector. Accordingly 
which bank was issued licence? 
a. HDFC Bank Limited 
b. YES Bank Limited 
c. ICICI Bank Limited 
d. All the above 
ANSWER: b. YES Bank Limited 
In 2001, RBI issued a set of guidelines for private sector. Accordingly only 
2 banks were given licence then- YES Bank and Kotak Mahindra Bank. 
167. Which of the following is a method to measure relative poverty? 
a. Gini coefficient 
b. Lorenz curve 
c. Both a and b 
d. Poverty line 
ANSWER: c. Both a and b 
Relative poverty refers to income inequality where high income group as 
more share than low income group. 
168. Which of the following is associated with poverty estimation ? 
a. Tendulkar committee 
b. Lakdawala committee 
c. Saxena committee 
d. All the above 
ANSWER: d. All the above 
All these committees have recommended various criteria and methods of 
poverty estimation. 
169. Consider the following statements and identify the right ones. 
i. Poverty line is defined as the mid-point of monthly per capita expenditure 



 

class having a daily calorie intake of 2400 calorie per person in urban areas. 
ii. In rural areas, it is 2100 calories a day 
a. I only 
b. ii only 
both 
none 
ANSWER: d. none 
Poverty line is defined as the mid-point of monthly per capita expenditure 
class having a daily calorie intake of 2400 calorie per person in rural 
areas and for urban areas, it is 2100 calories. 
170. Consider the following statements and identify the right ones. 
1. The Tendulkar panel committee on poverty submitted its report in 2001 
2. As per the report, poverty estimates will be based on private household 
consumer expenditure of households 
a. I only 
b. ii only 
both 
none 
ANSWER: b. ii only 
The Tendulkar panel committee on poverty submitted its report in 2009. 
The data is collected by the NSSO. 
171. Consider the following statements and identify the right ones. 
i. As per the Tendulkar report, NSSO has decided to shift mixed reference 
period. 
ii. Prior to this, 30 day recall period was used. 
a. I only 
b. ii only 
both 
none 
ANSWER:: c. both. 
172. The Saxena Committee was constituted by 
a. Ministry of Home Affairs 
b. Ministry of Rural Development 
c. Ministry of Economic Affairs 
d. Ministry of Social Welfare 
ANSWER: b. Ministry of Rural Development 
173. Which of the following is not included in theautomatic exclusion as 
per the Saxena Committee? 
a. Families having two wheelers 
b. Families having minimum one mechanized farm equipment  
c. Income tax payers 
d. Families having a person who draws above 10000 rupees per month working 



 

in private organization 
ANSWER: a. Families having two wheelers 
174. Which of the following is included in the automatic inclusion 
category? 
a. Designated primitive tribal groups 
b. Single women-headed households 
c. Homeless households 
d. All the above 
ANSWER: d. All the above 
175. Which of the following is the nodal Ministry to identify BPL families 
in urban areas? 
a. Ministry of Economic Affairs 
b. Ministry of Social Welfare 
c. Ministry of Housing and Poverty Alleviation 
d. Ministry of Urban Development 
ANSWER: c. Ministry of Housing and Poverty Alleviation 
176. The current weekly status of a person is calculated with a reference 
period of 
a. 5 days 
b. 6 days 
c. 7 days 
d. 4 weeks 
ANSWER: c. 7 days 

OTHER IMPORTANT MCQs 
 

1. Frequency density of a class is defined as— 

(A) Frequency of the class/Interval of the class 

(B) Frequency of the class/ Cumulative frequency for 

the class 

(C) Cumulative frequency for the class/Frequency of 

the class 

(D) Frequency of the class/ Frequency of the previous 

class 

2. Which of the following is statistics? 

(A) Profit of a firm has gone up 

(B) The production of wheat has increased 

(C) The temperature of Delhi is 5 degree more than 



 

the temperature of Mumbai 

(D) The birth rate has declined in India 

3. At end March 2009, India‟s total foreign exchange 

reserves stood at? 

(A) Approximately $ 150 billion 

(B) Approximately $ 200 billion 

(C) Approximately $ 250 billion 

(D) Approximately $ 300 billion 

4.A firm is called maximum efficient firm if it has? 

(A) Minimum Total Cost 

(B) Minimum Average Cost 

(C) Minimum Variable Cost 

(D) Minimum Marginal Cost 

5. Implicit cost may be considered as? 

(A) Social cost 

(B) Private cost 

(C) Normal cost 

(D) Variable cost 

6 The Mid-day Meal‟ scheme is covered under the 

Ministry of? 

(A) Human Resource Development 

(B) Health and Family Welfare 

(C) Social Justice and Empowerment 

(D) Consumer Affairs, Food and Public Distribution 

7. Which of the following associate bank has been 

taken over by the State Bank of India in 2008? 

(A) State Bank of Travancore 

(B) State Bank of Hyderabad 

(C) State Bank of Mysore 

(D) State Bank of Saurashtra 



 

8. Which of the following demand curves is not a 

constant elasticity curve? 

(A) Vertical 

(B) Horizontal 

(C) Linear 

(D)Rectangular hyperbola 

9. The following theory of profit has been given by J. 

A. Schumpeter? 

(A) Risk theory of profit 

(B) Uncertainty bearing theory of profit 

(C) Innovation theory of profit 

(D) Dynamic theory of profit 

10. The formula for determination of number of 

classinterval for a frequency distribution is given by? 

(A) Connor 

(B) Spur 

(C) Sturges 

(D) Secrist 

11. In the Union Budget, the term „Primary Deficit‟ 

means? 

(A) Revenue Deficit — Interest Payment 

(B) Fiscal Deficit — Interest Payment 

(C) Revenue Expenditure — Revenue Receipts 

(D) Total Expenditure — Total Borrowing 

12. As a measure to unearth black money, the 

demonetisation of Rupees 1000 currency notes in 

India was done in the year? 

(A)1968 

(B) 1978 

(C)1988 



 

(D)1998 

13. The Lead Bank scheme was launched in India on 

the recommendation of? 

(A) M. Narasimhan 

(B) F. K. F. Nariman 

(C) D. T. Lakdawala 

(D) V. M. Dandekar 

14. Firms have chronic excess production capacity in? 

(A) Duopoly 

(B) Oligopoly 

(C) Pure competition 

(D) Monopolistic competition 

15. In a two sector model when consumption is equal 

to 40 + 0.90 Y and investment is equal to 50, 

the equilibrium output will be equal to? 

(A) 500 

(B) 700 

(C) 900 

(D) 1100 

16. The positional average is shown by ? 

(A) Mean deviation 

(B) Standard deviation 

(C) Mean 

(D) Median 

17. The shutdown point is that level of output of a firm 

where? 

(A) MC=AFC 

(B) MC=AVC 

(C) MC=TFC 

(D) MC=TVC 



 

18. Which of the following functions is not a component 

of Kaldor‟s model of grow? 

(A) Employment function 

(B) Technical progress function 

(C) Saving function 

(D) Investment function 

19. Walra‟s Law states that the sum of the excess 

demand for money, bonds and current output must 

be? 

(A) Less than zero 

(B) Equal to zero 

(C) Equalto one 

(D) More than zero 

20. For a unitary elastic demand curve, when price 

increases ,the amount spent by a consumer on a 

/good? 

(A) Decreases 

(B) Increases 

(C) Remains unchanged 

(D) Becomes zero 

21. Correlation coefficient is significant if it is? 

(A) Less than 6 times of pro able error 

(B) More than 6 times of probable error 

(C) Equal to probable error 

(D) Equal to standard error 

22. The term rainy day‟ used by Keynes is related 

with? 

(A) Effective demand 

(B) Precautionary demand 

(C) Investment multiplier 



 

(D) Inflationary gap 

23. Root mean square of all the deviations is known 

as? 

(A) Mean deviation from median 

(B) Mean deviation from mode 

(C) Standard deviation 

(D) Quartile deviation 

24. If there is perfect correlation between two variables, 

then the regression lines are? 

(A) Parallel 

(B)Perpendicular 

(C)Coincidental 

(D)Intersectional 

25. A producer‟s surplus is equal to? 

(A) AR—MC 

(B) AR—AC 

(C) AR-MR 

(D) TR—TC 

26. According to 2001 census, the total number of 

persons living in urban slums was approximately? 

(A)1 crore 

(B) 2 crore 

(C)3crore 

(D) 4 crore 

27. The tax called CENVAT is related to? 

(A) Central Sales Tax 

(B) Union Excise Duty 

(C) Corporate Tax 

(D) Custom Duty 

28. The price and quantity,both are indeterminate 



 

under? 

(A) Pure competition 

(B) Perfect competition 

(C) Monopoly 

(D) Bilateral monopoly 

29. Which of the following is not an example of Internal 

Economies? 

(A) Economies of superior technology 

(B) Economies of division of labour 

(C) Economies of competition 

(D) Economies of management 

30. Which of the following type of facts are not 

Considered under the study of statistics 

(A) Quantitative facts 

(B) Qualitative facts 

(C) Comparative facts 

(D) Relative facts 

31. The statistical calculations in classified data are 

based on? 

(A) The actual values of observations 

(B) The upper class limits 

(C) The lower class limits 

(D) The mid-points of the classes 

32. The concept of merit goods has been introduced by? 

(A)Buchanan 

(B) Musgrave 

(C)Samuelson 

(D) Tiebout 

33. The Child Labour (Prohibition and Regulation) 

Act, 1986 prohibits the employment of Children 



 

below the age of? 

(A) 10 years 

(B) 12 years 

(C) 14years 

(D) 16years 

34.The Prime Lending Rate of Commercial Banks are 

decided by? 

(A)Positive 

(B) Negative 

(C)Zero 

(D) Infinite 

35. The cross elasticity of demand for substitute 

commodities is always? 

(A)Positive 

(B) Negative 

(C)Zero 

(D) Infinite 

36. The K-factor analysis is related with? 

(A)Economic growth rate 

(B)Tends in foreign trade 

(C)Causes of mortality 

(D)Infrastructure facilities 

37. The „knife-edge equilibrium‟ in Harrod‟s model is 

an equality between? 

(A) G and Gw 

(B) Gw and Gn 

(C) G and Gn 

(D) G,Gw and Gn 

38.Stratified sampling is preferred, where? 

(A) Population is homogeneous 



 

(B) Population is heterogeneous 

(C) Random sampling is not possible 

(D) Small samples are required 

39. Pure interest is? 

(A) Equal to the gross interest 

(B) Less than gross interest 

(C) More than gross interest 

(D) Not related to gross interest 

40. Which of the following is totally different from 

logical multiplier? 

(A) Instant multiplier 

(B) Lagless multiplier 

(C) Static multiplier 

(D) Dynamic multiplier 

41.Availability hypothesis explains a country‟s 

(A) Production capacity 

(B) Natural resources availability 

(C) Commodity composition of foreign trade 

(D) Consumption pattern 

42. For a Giffen good 

(A) Income effect is positive and substitution effect is 

negative 

(B) Income effect is negative and substitution effect is 

positive 

(C) Income effect and substitution effect both are 

positive 

(D)Income effect and substitution effect both are 

negative 

43. To meet the objective of inflation control, the 

Central Bank should adopt following policy measures 



 

(A) Increase in cash reserve ratio, along with purchase 

of securities under open market operations 

(B) Increase in cash reserve ratio, along with sale of 

securities under open market operations 

(C) Decrease in cash reserve ratio, alongwith purchase 

of securities under pen market operations 

(D) Decrease in cash reserve ratio, alongwith.sale of 

securities under open market operations 

44. The relative measures of dispersion are generally 

called? 

(A) Dispersion coefficient 

(B) Dispersion multiplier 

(C) Dispersion accelerator 

(D) Dispersion variable 

45. Which of the following is not expressed by a 

transformation curve? 

(A) Choice 

(B) Scarcity 

(C) Factor price 

(D) Opportunity cost 

46. The central theme of the World Development 

Report, 2009 published by the World Bank is? 

(A) Agriculture for development 

(8) Development and next generation 

(C) A better investment climate for every one 

(D) Reshaping economic geography 

47. Under the first degree of price discrimination in 

discriminating monopoly, the consumer‟s surplus 

will be? 

(A)Zero 



 

(B) Maximum 

(C) Minimum 

(D) Indeterminate 

48.A rational consumer moves to a higher indifference 

curve due to? 

(A) Monotonic preference 

(B) Polytonic preference 

(C) Convex preference 

(D) Concave preference 

49. When was the concept of core sector introduced in 

Indian industries ? 

(A)1970 

(B) 1980 

(C)1990 

(D) 2000 

50 .Which is the apex bank for micro finance in India? 

(A) State Bank of India 

(B) Industrial Development Bank of India 

(C) Small Industries Development Bank of India 

(D) National Bank for Agriculture and Rural 

Development 

Answers: 

1  A 

2  C 

3  C 

4  B 

5  B 

6  A 

7  D 

8  C 



 

9  C 

10  C 

11  B 

12  B 

13  B 

14  D 

15  C 

16  D 

17  B 

18  B 

 

19  B 

20  C 

21  B 

22  B 

23  C 

24  C 

25  B 

26  D 

27  B 

28  D 

29  C 

30  B 

31  D 

32  B 

33  C 

34  B 

35  A 

36  C 



 

37  D 

38  B 

39  D 

40  D 

41  B 

42  B 

43  B 

44  A 

45  C 

 

46  B 

47  A 

48  C 

49  A 

50  D 

 

1. When the given values of x form geometric series 

and values of y form arithmetic series, the 

relationship between The variables is given by 

(A) Lemon function 

(B) Lemon homogeneous function 

(C) Binomial function 

(D) Exponential function 

2. Statistical distrusts are due to? 

(A) Nature of statistics 

( B)Limited scope of statistics 

(C) insufficient tools of statistics 

(D) Misuse of statistics 

3. Circular test is satisfied by the following index 

(A) Laspeyre‟s index 



 

(B) Pasche‟s index 

(C) Fisher‟s index 

(D) Kelly‟s index 

4.Which of the following is the largest component of 

India‟s external debt? 

(A) Commercial borrowings 

(B) NRI deposits 

(C) Multilateral debt 

(D) Bilateral debt 

5. Tobin tax is related with? 

(A) Black money transactions 

(B) Commodity transactions 

(C) Service transactions 

(D) Foreign exchange transactions 

6. The terms Static‟ and Dynamic‟ in economics were 

first used by? 

(A)Malthus 

(B) Mill 

(C)Marshall 

(D) Walras 

7. A metropolitan city is one which has a population 

size of more than? 

(A)10 lakh 

(B)15 lakh 

(C) 20 lakh 

(D) 25 lakh 

8.According to fifth economic census, the highest 

number of industrial units in the country are 

located in the State of? 

(A) Maharashtra 



 

(B) Gujarat 

(C) Andhra Pradesh 

(D) Tamil Nadu 

9. Under perfect competition, the entrepreneur‟s 

power of control over the price of the commodity 

Is? 

(A)Total 

(B) Considerable 

(C)Some 

(D) None 

10.Who has regarded the concept of „ideal output‟ as 

an indicator of economic welfare? 

(A)Hicks 

(B) Pareto 

(C)Pigou 

(D) Kaldor 

11. The technique of presenting data by pictogram was 

developed by? 

(A) Croxton and Cowden 

(B) Johnson and Jackson 

(C) Otto Neurth 

(D) Horace Secrist 

12 The monetization of economy is measured by? 

(A)M0/GDP 

(B) M1/GDP 

(C) M2/GDP 

(D) M3/GDP 

13. The shape of average selling cost curve is? 

(A) Hyperbola shaped 

(B) Rectangular Hyperbola shaped 



 

(C) L-shaped 

(D) U-shaped 

14.The National Institute of Training for 

Standardization (NITS) is located at? 

(A)Hyderabad 

(B) Nagpur 

(C)Chandigarh 

(D) Noida 

15. NABARD is a? 

(A) Commercial Bank 

(B) Lead Bank 

(C) Refinance Bank 

(D) Cooperative Bank 

16. Cost-plus principle is related with? 

(A)Production theory 

(B) Value theory 

(C) Marginal uti theory 

(D) Distribution theory 

17. Which one of the following is not a feature of 

Stagflation? 

(A) High input cost 

(B) Excess in aggregate demand 

(C) High price level 

(D) High unemployment level 

18.. The Hayek theory of trade cycle is related with? 

(A) Over-investment 

(B) Price fluctuation 

(C) Interaction of multiplier and accelerator 

(D) Interaction of saving and investment 

19. Which one of the following is a two-dimensional 



 

diagram? 

(A) Pictogram 

(B) Histogram 

(C) Bar diagram 

(D) Line diagram 

20. A firm‟s learning curve shows the following 

relationship between average cost of production and 

total output over time 

(A) Decline in average cost with increase in total 

output 

(B) Decline in average cost with decline in total output 

(C) Increase in average cost with decline in total 

output 

(D) Increase in average cost with increase in total 

output 

21. Select the correct statement regarding Harrod‟s 

accelerator and Domar‟s accelerator and decide 

which one is true 

(A) Harrod‟s accelerator is psychological and Domar‟s 

accelerator is technological 

(B) Harrod‟s accelerator is technological arid Domar‟s 

accelerator is psychological 

(C) Harrod‟s accelerator is psychological and Domar‟s 

accelerator is also psychological 

(D) 1-larrod‟s accelerator is technological and 

Domar‟s accelerator is also technological 

22. The transfer payment multiplier in the Keynesian 

system will be equal to? 

(A) MPC/MPS 

(B)MPS/MPC 



 

(C)MPS/(1-MPC) 

(D)MPC/(1—MPS) 

23. The difference between Natural rate‟ and „Market 

rate‟ of interest has been done by? 

(A)Robertson 

(B) Keynes 

(C)Fisher 

(D) Wicksell 

24. The quartile deviation for a normal distribution is 

always equal to? 

(A) (2/3)σ 

(B) (3/4)σ 

(C) (4/5)σ 

(D) (5/6)σ 

25. Which of the following is not a „shift factor of 

demand‟? 

(A)Income 

(B) Price 

(C)Fashion 

(D) Taste 

Answers: 

1  D 

2  D 

3  D 

4  A 

5  A 

6  B 

7  A 

8  D 

 



 

9  D 

10  C 

11  C 

 

12  B 

13  D 

14  B 

15  C 

16  D 

17  B 

18  A 

19  B 

20  A 

21  D 

22  A 

23  D 

24  A 

25  B 

 

1.The concept of „costing margin‟ in the pricing 

theory was introduced by? 

(A)Andrews 

(B) Baumol 

(C)Cournot 

(D) Williamson 

2.The Keynesian theory of employment provides the 

solution of? 

(A) Frictional unemployment 

(B) Disguised unemployment 

(C) Cyclical unemployment 



 

(D) Seasonal unemployment 

3. Four heads of expenditure of the Union Budget 

2009-10 are given 

below— 

1. Plan expenditure 

2. Non-plan expenditure 

3. Revenue expenditure 

4. Capital expenditure 

Arrange the expenditure heads in descending order 

using the codes 

given below 

(A)2,3,4,1 

(B) 3,4,2, 1 

(C)3,2,1,4 

(D) 2,1,4,3 

4. In the year 2007-08 the per capita NNP at current 

prices was? 

(A) More than Rs. 20,000 

(B) More than Rs. 30,000 

(C) More than Rs. 40,000 

(D) More than Rs. 50,000 

5. Mathematics was first used economic theory by? 

(A)Weiser 

(B) Walras 

(C)Cournot 

(D) Pigou 

6. India‟s foreign exchange rate system is? 

(A) Free float 

(B) Managed float 

(C) Fixed 



 

(D) Fixed target of band 

7. The terms „NEER‟ and „REER‟ are related with? 

(A) Foreign exchange rate 

(B) External economic resources: 

(C) National and regional economic equality 

(D) Environmental regulation 

8. For the calculation of percentile, the data should be 

arranged in? 

(A) Ascending order 

(B) Descending order 

(C) Random order 

(D) Either random or descending order 

9. As per BASEL-II norms, a bank‟s capital to risk 

weighted assets ratio (CRAR) should be at least? 

(A) 8% 

(B) 10% 

(C) 12% 

(D) 14% 

10. The shape of a frequency curve cannot be? 

(A) U-shaped 

(B) V Shaped 

(C) J-shaped 

(D) S-shaped 

11. According to the Planning Cornmission, for 

infrastructure development during Eleventh Five Year 

Plan, the required investment is? 

(A) Approximately $ 250 billion 

(B) Approximately $ 500 billion 

(C) Approximately $ 750 billion 

(D) Approximately $ 1000 billion 



 

12. India‟s first port-based Special Economic Zone 

named Inter national Container Transshipment 

Terminal (ICTI) is being set-up at? 

(A)Kandla 

(B) Kochi 

(C)Goa 

(D) Tuticorin 

13. Which of the following is pure unitless number? 

(A) Mathematical average 

(B) Statistical average 

(C) Absolute measure of dispersion 

(D) Relative measure of dispersion 

14.The user cost of capital is? 

(A) The real rate of interest plus the rate of 

depreciation 

(B) The nominal rate of interest plus the rate of 

depreciation 

(C) The real rate of interest only 

(D) The nominal rate of interest only 

15. The number of items reserved for the exclusive 

manufacture by micro and small enterprises is 

currently? 

(A) Less than 25 

(B) Less than 50 

(C) Less than 75 

(D) Less than 100 

16.A new housing price index RESIDEX has been 

launched by? 

(B) Planning Commission 

(C) Housing Development Finance Corporation 



 

(D) National Housing Bank 

(A) Central Statistical Organization 

17.Which one of the following is not a feature of 

current Indian Planning? 

(A) Structural Planning 

(B) Indicative Planning 

(C) Functional Planning 

(D) Decentralised Planning 

18.The concept of disinvestment was introduced by? 

(A) Friedman 

(B) Kaldor 

(C)Keynes 

(D) Myrdal 

19. Which of the following is average of second order? 

(A) Arithmetic mean 

(B) Geometric mean 

(C) Second quartile 

(D) Standard deviation 

20.. Which average is most affected by the extreme 

observations? 

(A) Arithmetic mean 

(B) Geometric mean 

(C) Median 

(D) Mode 

21.If the covariance of two variables is equal to the 

product of the standard deviations of the 

variables, then the correlation 

coefficient will be? 

(A) -1 

(B)+1 



 

(C) 0 

(D) Between 0 and -1 

22 The term „Animal Spirit‟ was used by Keynes for? 

(A) Consumption 

(B) Investment 

(C) Income 

(D) Interest 

23. The index of Financial Inclusion has been launched 

for the first time in 2008 by? 

(A) Confederation of Indian Industries (CII) 

(B) Federation of Indian Chamber of Commerce and 

Industry (FICCI) 

(C) National Council of Applied Economic Research 

(NCAER) 

(D) Indian Council for Research on International 

Economic Relations (ICRIER) 

24.The elasticity of factor substitution for constant 

elasticity substitution production function is 

always? 

(A) Zero 

(B) One 

(C) A positive value 

(D) A negative value 

25.The Revealed Preference theory assumes? 

(A) Weak ordering 

(B) Strong ordering 

(C) Constant ordering 

(D) Multiple ordering 

26. Which of the following is not an item of transfer 

payment? 



 

(A)Pension 

(B) Scholarship 

(C)Dividend 

(D) Subsidy 

27 The United Nation‟s Millennium Development 

Goals are to be reached by the year? 

(A) 2010 

(B) 2015 

(C) 2020 

(D) 2025 

28.The number of women entrepreneurs in small scale 

industrial region is highest in the state of? 

(A) Karnataka 

(B) Kerala 

(C) Maharashtra 

(D) Tamil Nadu 

29. Which of the following is not an effect of lump sum 

tax imposed on monopolist? 

(A) Output sold is unchanged 

(B) Price is unchanged 

(C) Profit reduces 

(D) Incidence of tax is wholly on buyer 

30. A distributed lag for net investment may be due 

to? 

(A) A decrease in the capital output ratio 

(B) An increase in the capital output ratio 

(C) Limited, short-run production capabilities in 

capital goods industry 

(D) Limited long-run production capabilities in capital 

goods industry 



 

31. The concept of Adjusted Net Saving has been given 

by? 

(A)Hamilton 

(B) Friedman 

(C)Keynes 

(D) Pigou 

32. The product of regression coefficients is always? 

(A) Positive 

(B) Negative 

(C) Zero 

(D) A complex number 

33. The nature of classical unemployment is? 

(A) Disguised 

(B) Frictional 

(C)Open 

(D) Structural 

34. Which one of the following properties shows the 

high degree of dispersion? 

(A) Homogeneity 

(B) Consistency 

(C) Uniformity 

(D) Variability 

35. The New Exploration License Policy (NELP) of the 

Government of India is related with? 

(A) Coal and Lignite 

(B)Uranium and Thorium 

(C) Diamond and Precious Stones 

(D) Oil and Gas 

36.Full employment is a situation when? 

(A) Cyclical unemployment is zero 



 

(B) Frictional unemployment is zero 

(C) Seasonal unemployment is zero 

(D) Disguised unemployment is zero 

37.Which Indian Company has been included for the 

first time in U.S. A‟s index NASDAQ-100? 

(A)Infosys 

(B)Tata Motors 

(C) ICICI Bank 

(D) Videsh Sanchar Nigam Limited 

38.The natural rate of unemploy ment is the sum of? 

(A) Frictional unemployment and Structural 

unemployment 

(B) Frictional unemployment and Cyclical 

unemployment 

(C) Structural unemployment and Cyclical 

unemployment 

(D) Structural unemployment and Seasonal 

unemployment 

39.The nature of statistical inference is? 

(A) Inductive 

(B) Deductive 

(C) Descriptive 

(D) Objective 

40. Mean deviation is always? 

(A) Equal to the standard deviation than the standard 

(B) Less than the standard deviation 

(C) More than the standard deviation 

(D) Twice of the standard deviation 

41. The coefficient of alienation is known as? 

(A) Against correlation 



 

(B) Against variance 

(C) Against association 

(D) Against determination 

42. The Divergence Indicator is related with? 

(A) Wage rate of workers 

(B) Exchange rate of currencies 

(C) Profit of firms 

(D) Market price of shares 

43.Which one of the following taxes has not been 

abolished in recent Union Budgets? 

(A) Banking Cash Transaction 

(B) Commodity Transaction Tax 

(C) Fringe Benefit Tax 

(D) Securities Transaction Tax 

44.The Samuelson-Holt formula provides a measure 

of? 

(A) Consumer‟s equilibrium 

(B) Consumer‟s surplus 

(C) Elasticity of demand 

(D) Marginal utility 

45. The most liquid asset among the following is? 

(A) Gold 

(B) Share 

(C)Cash 

(D) Land 

46. Ricardian Equivalence‟ is related with? 

(A) Low deficit, less saving 

(B) Low deficit, more saving 

(C) High deficit, less saving 

(D) High deficit, more saving 



 

47. The „Swiss Formula‟ of World Trade 

Organisation is related with? 

(A) Patent of drugs 

(B) Agricultural subsidy 

(C) Transboundary services 

(D) Non-agricultural tariff 

48. The Securities and Exchange Board of India has 

recently made the rating of Initial Public offerings 

mandatory. The total number of such grades are? 

(A)Three 

(B) Four 

(C)Five 

(D) Six 

49. Consider the following statement— 

“Once a person has spent his entire income, he would 

have maximized his total pleasure from it only 

if the satisfaction gained from the last item of each 

commodity bought was the same for the each 

commodity.” 

The above statement is related to? 

(A) Gossen‟s First Law 

(B) Gossen‟s Second Law 

(C) Gossen‟s Third Law 

(D) Gossen‟s Fourth Law 

50. Which of the following results in an increase in 

inventory sales ratio? 

(A) A decrease in the cost of holding inventory 

(B) An increase in probability delivery delays for 

materials 

(C) A decrease in the probability delivery delays for 



 

materials 

(D) An increase in the cost of: holding inventory 

51. Harris-Todaro model is related with? 

(A) Growth and unemployment 

(B) Growth and migration 

(C) Unemployment and migration 

(D) Unemployment and inflation 

52. Density test is used for? 

(A) Median 

(B) Mean 

(C) Mode 

(D) Quartile 

53. In the Keynesian saving function, the parameter is 

? 

(A) Disposable income 

(B) Total saving 

(C) Marginal propensity to save 

(D) Autonomous saving 

54. A simple correlation can defined as the tendency 

of? 

(A) Independent variation 

(B) Dependent variation 

(C) Simultaneous variation 

(D) Instantaneous variation 

55.For implementing a comprehensive Khadi Reform 

Programme, a financial aid of $ I million over a 

period of three years has recently been tied up with? 

(A) International Monetary Fund 

(B) International Development Agency 

(C) Asian Development Bank 



 

(D) International Finance Corporation 

56.For n consecutive natural numbers, the following 

relationship is correct? 

(A) Mode = Mean 

(B) Mean = Median 

(C) Mode > Median 

(D) Mode < Mean 

57. The measure of the degree of association between 

the values of two random variables is called? 

(A) Correlation 

(B) Association 

(C) Regression 

(D) Co-variance 

58.The current level of maternal morality rate in India 

is approximately? 

(A) 150 per one lac live births 

(B) 250 per one làc live births 

(C) 350 per one lac live births 

(D) 450 per one lac live births 

59.In any set of numbers, the geometric mean exists 

only when all numbers are? 

(A) Positive 

(B) Negative 

(C) Zero 

(D) Positive, zero or negative 

60. If correlation coefficient is equal to zero, then 

variables will be? 

(A)Associated 

(B)Correlated 

(C)Independent 



 

( D) Dependent 
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1. Under which one of the following conditions, does 

product exhaustion theorem hold? 

(a) Increasing return to scale 

(b) Decreasing return to scale 

(c) Constant return to scale 

(d) Constant return to factors of production 

2. Public goods are characterized by: 

1. collective consumption. 

2. divisibility. 

3. non-exclusion. 

4. rival-consumption. 

Select the correct answer using the code given below 

(a) 1 and 2 

(b) 1 and 3 

(c) 1and 4 

(d) 2 and 4 

3.Capital Deepening refers to which one of the 

following: 

(a) Going for more fixed capital 

(b) Emphasis on social overhead capital 

(c) A constant capital-output ratio 

(d) An increasing capital-output ratio 

4. Disguised underemployment refers to the situation 

when: 

(a) people seems occupied on a full time basis even 



 

though the services they render require less than 

full time? 

(b) workers are underpaid despite doing full time job 

(c) there is a co-existence of unemployment and 

inflation 

(d) the economy experiences underemployment 

equilibrium 

5. Which one of the following is explained-by FeiRariis 

model? 

(a) The inter-relationship between the agricultural and 

the industrial sectors 

(b) Planning methods when labour is in short supply 

(c) Growth process of the industrial sector 

(d) A neo-classical framework of growth analysis 

6. Consider the following statement: 

1. The Solow model explains a capita/labour ratio 

which does not grow under equilibrium condition. 

2. Substituting capital for labour is possible in the 

Solow model. 

Which of the statements-given above is/are correct? 

(a) 1 only 

(b) 2 only 

(c)Both 1 and 2 

(d) Neither 1 nor 2 

7. Consider the following statements: 

1. Dualism refers to the existence and persistence of 

increasing divergences between rich and poor 

nations and rich and poor people at various Levels. 

2. Dualism is the political division of the society into 

two broad groups of the rightists and the leftists 



 

in modem democracy. 

Which of the statements given above is correct? 

(a)1 only 

(b) 2 only 

(c) Both 1 and 2 

(d) Neither 1 nor 2 

8. Directions: The following item consists of two 

statements, one labelled as the „Assertion (A) „and 

the other as‟ Reason (R)‟ — You are to examine these 

two statements carefully and select the answer 

using the code given below. 

Assertion (A) : The doctrine of unbalanced growth is 

based on creation of imbalances in the economy 

in a conscious manner. 

Reason (R) : Unequal development of various sectors 

often generates conditions for rapid 

development. 

Code: 

(a) Both A and R are individually true and R is the 

correct explanation o & 

(b)Both A and R are individually true, but R is not 

correct explanation bf A 

(c) A is true, but R is false 

(d) A is false, but R is true 

9. Suppose the market demand function of a perfect 

competitive industiy is given by Q(d) = 4,750— 

50P and market supply function is given by Q(s) = 

1,750+ 50P. 

Price is expressed in rupees. Which one of the 

following is equal to the market 



 

equilibrium price? 

(a) Rs. 30. 

(b) Rs. 20 

(c) Rs. 25 

(d) Rs. 26 

10. Market failure occurs because of: 

I. Externality 

2. Asymmetric information 

3. Perfect competition 

Select the correct answer using the code given below 

(a) 1,2and3 

(b) I only 

(c)1 and 2 

(d)2 and 3 

11. If personal income is Rs. 57,000 ; 

personal income tax Rs. 9,000; 

consumption Rs. 43,000; 

interest payment Rs 10,000; 

personal saving Rs. 40,000; 

then the disposable personal income would be equal 

to: 

(a)Rs. 50,000 

(b) Rs. 47,000 

(c)Rs. 48,000 

(d) Rs. 40,000 

12. A discriminating monopolist charges a 

(a) higher price in the, sub-market where price 

elasticity of demand is high 

(b) higher price in the sub-market where price 

elasticity of demand is low 



 

(c) lower price in the sub where price elasticity of 

demand is low 

(d) higher price in the sub-market where demand is 

low 

13. In the long run, the cost and output relationship 

depends on which one of the following? 

(a) Return to scale 

(b) Fixed proportion of the variables 

(c) Return to the variable factor 

(d) Return to the fixed factor 

14. Consider to following statements with respect to a 

duopoly market with firms A and B: 

I. If both firms act as followers, then they will have 

reaction functions 

2. If Firm A acts as leader and firm B acts as follower, 

then firm A will not have any reaction function. 

3. If both firms act as leaders, then the outcome is 

economic 

warfare. 

Which of the statements given above are correct? 

(a) 1 and 2 

(b) 1 ,2 and 3 

(c) 1 and 3 

(d) 2 and 3 

15. Consider the following: 

According to Ricardian theory of distribution 

I. rent is price determined. 

2. land is supposed to have various alternative used. 

3. marginal land earns no rent, 

4. rent is a surplus in the sense that it is an excess over 



 

transfer earnings. 

Which of the statements given above are correct? 

(a) 1,2and 4 

(b) 1,3 and 4 

(c) 2 and3 

(d) 1 and 4 

16 If two commodities perfectly/substitutable 

(competitive), the direction of change of the cross 

elasticity of demand between then be? 

(a) zero 

(b) positive 

(c) negative 

(d) infinity 

17. From which of the following axioms does the 

property that „indifference curves for a consumer 

cannot intersect each other‟ follow? 

I. Axiom of non-satiation 

2. Axiom of transitivity 

3. Axiom of reflexivity 

4. Axiom of convexity 

select the correct answer using the code given below 

(a) 1 and 3 

(b) 1and 4 

(c) 2 and 3 

(d) 1 and 2 

18. Consider the following statements 

Under flexible exchange fate system, balance of 

payments 

disequilibria are corrected by: 

1. changes in the exchange rates. 



 

2. international flow of money and reserves. 

Which of the statements given above is/are correct? 

(a) 1 only 

(b) 2 only 

(c) Both 1 and 2 

(d) Neither 1 nor 2 

19. Which one of the following is implied by interest 

parity? 

(a) Interest rates are at par in all the countries 

(b) Movements in spot rates and forward fates in the 

foreign exchange market are same 

(c) Potential holders of foreign currency deposits view 

them as not equally desirable assets 

(d) A condition that the expected returns on deposits 

of any two countries are equal when measured 

in the same currency. 

20. Which one of the following best describes the 

nineteenth century gold standard system? 

(a) Regulated system with floating exchange rates 

(b) Automatic system with fixed exchange rates 

(e) Regulated system with fixed exchange rates 

(d) Automatic system with floating exchange rates 

21 Consider the following statements regarding the 

features of the World Bank: 

1. The Board of Governors is the supreme body. 

2. The voting power of the Governor of a member 

country is related to the financial contribution of 

the country concerned. 

3. It gives short-term loan to its members to correct 

their temporary balance of payments 



 

disequilibrium. 

Which of the statements given above is/are correct? 

(a)1 only 

(b) 1and 2 

(c) 2and3 

(d) l,2 and 3 

22. Which of the following is/are the reasons for the 

collapse of Bretton-Woods system? 

I. The refusal by the U.S. Treasury to convert short- 

term liability into gold. 

2. The U.S. move to make dollar inconvertible. 

3. The devaluation of U.S. dollar in 1973. 

Select the correct answer using the code given below 

(a) 1 only 

(b) 1 and 2 

(c)2 and 3 

(d) l,2 and 3 

23. Tariffication refers to: 

(a) replacement of quotas by tariffs only 

(b) replacement of all existing non-tariff restrictions 

by tariff 

(c) scaling dow.of tariffs in general 

(d) obtaining sanction to increase tariff rates 

24. Which of the following are the components of 

foreign capital? 

1. Grants and loans. 

2. External commercial borrowings. 

3. Foreign direct investment. 

4. Deposits from non-residents. 

Select the correct an using the code given below 



 

(a) 1,2,3 and 4 

(b) 1,2 and 4 

(c) l and 2 

(d)3 and 4 

25. Under loanable funds theory of interest, which of 

the following are included in the supply of loanable 

funds? 

1. Current savings. 

2. Funds released from embodiment in working 

capital. 

3. Bank loans. 

Select the correct answer using the code given below 

(a) 1 and2 

(b) 2and3 

(c) l and 3 

(d)1,2and3 

26. Which one of the following is represented by the 

intersection of the IS curve and the LM curve? 

(a) Only a flow equilibrium 

(b) Only a stock equilibrium 

(c) A stock-cum-flow equilibrium 

(d) Moving away from equilibrium 

27. Which one of the following situations occurs 

during the period when borrowers and lenders expect 

inflation? 

(a) The nominal rate of interest exceeds real rate of 

interest 

(b) The real rate of interest exceeds the nominal rate 

of interest 

(c) The nominal rate of interest equals the real rate of 



 

interest 

(d) Nominal and real rates of interest become zero 

28. With whom, among the following, is the theory 

that the rate of interest is also a factor for transaction 

demand for money, associated? 

(a) Baumol and Tobin 

(b) Pigou 

(c) Keynes 

(d) Samuelson 

29. According to Friedman, on which of the following 

does the velocity of circulation of money depend? 

I. Market interest rate on bonds. 

2. Rate of change in general price level. 

3. Ratio of physical non-human wealth to human 

wealth. 

4. Ratio of savings to investment. 

Select the correct answer using the code given below 

(a) 1 and 3 

(b) l, 2 and 4 

(c) l, 2 and 3 

(d) 4 only 

30. Consider the following statements: 

I. Lower the currency-deposit ratio, higher the money 

multiplier. 

2. Lower the reserve-deposit ratio, higher the money 

multiplier. 

3. Larger the monetary base, higher is the money 

supply. 

4. Larger the monetary base, lower is the money 

supply. 



 

Which of the statements given above are correct? 

(a) l and 3 

(b) 1,2and4 

(c) l, 2 and 3 

(d) 2 and 4 

31. In the standard Keynesian IS-LM model, a 

decrease in minimum cash reserve ratio will: 

(a) create demand-pull inflation in full-employment 

(b) create cost-push inflation in full-employment 

(c) create mark up inflation in full-employment 

(d) create demand-pull inflation if there is 

unemployment 

32. When one of the following is not correct in the 

context of IS and LM framework of the theory of 

interest? 

(a) It integrated money interest and income into a 

general equilibrium model of product and money 

market 

(b) Investment and interest are the two important 

variable in the model 

(c) The theory is propounded by JR. Hicks 

(d) IS represents the money market equilibrium and 

LM represents the product market equilibrium 

33. The accelerator model predicts that the changes in 

investment is determined by the changes in: 

(a) inventory 

(b) capital 

(c) interest 

(d) output 

34. Given, MPC = 0.8 and the threshold consumption 



 

= 100, 

which one of the following is the corresponding saving 

function? 

(a)100+0.2Y 

(b)-100+0.8Y 

(c) -100+ 0.2Y 

(d) 400+ 0.2Y 

35. According to the classical theory of employment, 

deviations from the state of full employment are of: 

(a) permanent nature 

(b) purely temporary nature 

(c) imaginary situations 

(d) normal situations 

36. Effective demand is that level of demand at which: 

(a) aggregate demand is fore than aggregate supply 

(b) aggregate demand is less than aggregate supply 

(c) aggregate demand is equal to aggregate supply 

(d) output is maximum 

37. In national income accounting, which one of the 

following is the difference between gross aggregates 

and net aggregates? 

(a) The value of net indirect taxes 

(b) The value of consumption of fixed capital 

(c) The value of intermediate consumption 

(d) The value of final consumption expenditure 

38. Consider the following statements relating to gross 

investment in the national income accounts: 

1.It includes the items relating to residential arid 

nonresidential construction. 

2.It takes care of spending on producers durable 



 

goods. 

3.It includes changes in business inventories. 

Which of the statements given above are correct? 

(a)l and 2 

(b)2 and 3 

(c)l and 3 

(d) l, 2 and 3 

39. Consider the following statements: 

I. Pigou held the view that employment depends upon 

money wages and could be substantially 

increased by curtailing wages. 

2. Keynes held the view that employment depends 

upon the level of effective demand which can be 

increased by leaving money intact. - - 

Which of the statements given above is correct? 

(a)1 only 

(b) 2 only 

(c)Both 1 and 2 

(d) Neither 1 and 2 

40. Which one of the following is related to the theory 

that supply created its own demand and 

therefore full employment I s a natural situation? 

(a) Say‟s law 

(b) Pigou‟s law of employment 

(c) Giffen paradox 

(d) Keynesian theory of employment 

41. The life cycle hypothesis of consumption implies 

that 

consumption is related to 

(a) price expectation over one‟s life time 



 

(b) permanent income 

(c) transitory income 

(d) expected life income 

42. According to Keynes, which one of the following is 

meant by 

liquidity preference? 

(a) Refraining from saving 

(b) Desire to hold cash 

(c) A preference to hold assets like bonds and 

securities which are liquid 

(d) Increasing savings in terms of precious metals 

43. The currency notes in circulation as well as the 

proportion of total money supply held in the form 

of currency are influenced by which of the following? 

I. The physical volume of trade and transactions. 

2. The level of prices in the economy. 

3. The development of bank and banking habits of the 

people. 

Select the correct answer using the code given below 

(a) 1 only 

(b) 2 only 

(c) 1,2 and3 

(d) 1 and 3 

44. Imposition of a tariff will change the income 

distribution of the tariff-imposing country in favour of 

the scarce factor and against the abundant factor. This 

is known as: 

(a) Leontief paradox 

(b) Lerner paradox 

(c) Stolper-Samuelson theorem 



 

(d) Metzler-paradox 

Directions : The following two (2) items consist of two 

statements, one labeled as the „Assertion (A) 

„and the other as „Reason (R)‟. You are to examine 

these two statements carefully and select the 

answers to these items using the code given below. 

Code: 

(a) Both A and R tare individually true and R is the 

correct explanation of A 

(b) Both A and R are individually true, but R is not 

the correct explanation of A 

(c) A is true, but R is false 

(d) A is false, but R is true 

45. Assertion (A) The money creation multiplier is 

equal to the reciprocal of the minimum reserve 

ratio: 

Reason (R): The banking system as a whole can grant 

new credit up to an amount of excess 

reserves. 

46. Assertion (A): Inflationary gap is caused by excess 

demand. 

Reason (R) : Excess demand is due to scarcity of 

supply of money. 

47. Consider the following statements: 

I. Bond price and interest rate vary indirectly. 

2. A tax on personal income reduces disposable 

income. 

3. According to Say‟s Law, demand creates its own 

supply. 

Which of the statements given above are correct? 



 

(a)1 and 2 

(b)2 and 3 

(c)1 and 3 

(d) 1,2 and 3 

48. Which of the following are included in broad 

money (M 3) in India? 

I. Currency with the public. 

2. Demand deposits with banks. 

3. Time deposits with banks. 

4. „Other‟ deposits with RBI. 

Select be correct answer using the code given below 

(a)l,2 and 3 

(b) 1 and2 

(c)3 and 4 

(d)l,2,3and4 

49. Consider the following statements: 

In competitive markets, incidence of tax 

1. is shared by buyers and sellers. 

2. on buyers increases if elasticity of supply increases. 

3. is fully borne by buyers if elasticity of demand is 

zero. 

4. is independent of elasticities. 

Which of the statements given above are correct? 

(a) l and 2 

(b) l,2 and 3 

(c)3 and 4 

(d)2 and 4 

50. Which one of the following is not a tax sacrifice 

principle? 

(a) Equal absolute sacrifice 



 

(b) Equal proportional sacrifice 

(c) Equal marginal sacrifice 

(d) Equal average sacrifice 

Answers: 

1  C 

2  B 

3  A 

4  A 

5  A 

6  C 

 

7  D 

8  A 

9  A 

10  B 

 

11  C 

12  B 

13  A 

14  B 

15  B 

16  A 

17  D 

18  C 

19  A 

20  B 

21  B 

22  A 

23  B 

24  a 



 

25  c 

26  c 

27  c 

28  a 

29  c 

30  c 

31  a 

 

32  d 

33  d 

34  c 

35  b 

36  c 

37  b 

38  d 

39  c 

40  a 

41  d 

42  b 

43  c 

44  b 

45  a 

46  a 

47  a 

48  d 

49  b 

50  d 

 

1. Under monopolistic competition the cross elasticity 

of demand for the product of a firm will be? 



 

(A) Perfectly elastic 

(B) Perfectly inelastic 

(C) Highly elastic 

(D) Highly inelastic 

2. Which of the following curves is not „U‟ shaped? 

(A) Average Cost Curve 

(B) Average Variable Cost Curve 

(C) Average Fixed Cost Curve 

(D) Marginal Cost Curve 

3.Loss of information occurs during? 

(A) Collection of data 

(B) Presentation of data 

(C) Classification of data 

(D) Interpretation of data 

4. Which of the following indices is based on only base 

year quantities? 

(A) Laspeyre‟s index 

(B) Fisher‟s index 

(C) Kelley‟s index 

(D) Pasche‟s index 

5. The first State in India- which published its State 

Human Development Report, is? 

(A) Kerala 

(B) Madhya Pradesh 

(C) Gujarat 

(D) Andhra Pradesh 

6. The Utility Index Number has been developed by? 

(A) Marshall and Edgeworth 

(B) Hall and Hitch 

(C) Neumann and Morgenstern 



 

(D) Hicks and Hanson 

7. The following theory is treated as „the third root of 

the logical theory of demand‟? 

(A) Diminishing marginal utility theory 

(B) Equi-marginal utility theory 

(C) Revealed preference theory 

(D) Theory of consumer‟s surplus 

8. Employment elasticity of growth is measured as? 

(A) Employment growth rate / GDP growth rate 

(B) Employment growth rate/Population growth rate 

(C) Employment growth rate/Unemployment growth 

rate 

(D) Employment growth rate// Per capita income 

growth rate 

9. The fundamental equation in Harrod‟s growth 

model is defined? 

(A) In terms of rate of growth of output 

(8) In terms of rate of growth of technology 

(C) In relation to the path of capital-labour ratio 

(D) In terms of rate of change of capital-output ratio 

10. The best average for the construction of index 

number is? 

(A) Geometric mean 

(B) Arithmetic mean 

(C) Harmonic mean 

(D) Weighted mean 

11. The minimum price below which the seller will not 

sell the goods, is known as? 

(A) Estimated price 

(B) Administered price 



 

(C) Reserve price 

(D) Shadow price 

12. In the equation C = C0 + alpha,Y, the behavioural 

coefficient is? 

(A)C 

(B) C0 

(C)alpha 

(D)Y 

13. Automatic stabilizer is a tool of? 

(A) Taxation policy 

(B) Employment policy 

(C) Population policy 

(D) Export policy 

14. The price of a commodity will increase if the 

increase in demand is? 

(A) More than increase in supply 

(B) Less than increase in supply 

(C) Equal to the increase in supply 

(D) Not related to the increase in supply, 

15. Which of the following assumptions is not correct 

for the Lewis model of growth? 

(A) The economy has two sectors 

(B) Capitalists reinvest all theirprofits 

(C) Rural wage is determined by marginal product of 

labour 

(D) The supply of rural labour to modern sector is 

perfectly elastic 

16. The Durbin-Watson test is used for? 

(A) Autocorrelation 

(B) Multiple correlation 



 

(C) Partial correlation 

(D) Simple correlation 

17. The following Industrial Policy Resolution is 

known as the Economic Constitution of India? 

(A) Industrial Policy, 1948 

(B) Industrial Policy, 1956 

(C) Industrial Policy, 1980 

(D) Industrial Policy, 1991 

18. If two regression lines are perpendicular to each 

other, the correlation coefficient will be? 

(A)+1 

(B) —1 

(C)Zero 

(D) Indetermined 

19. Under the second degree of price discrimination in 

discriminating monopoly, the buyers are 

divided into? 

(A) One single group only of all buyers 

(B) Two groups only of all buyers 

(C) Many groups of buyers according to their demand 

(D) Number of groups which is equal to number of 

buyers 

20.If an economy is purely competitive static economy, 

then the economic profit will be? 

(A)Minimum 

(B) Maximum 

(C)Zero 

(D) Negative 

21.Who is known as the „Architect‟ of Indian 

Planning? 



 

(A) Dadabhai Naoroji 

(B) M. Visvesaraia 

(C) P. C. Mahalanobis 

(D) Ardeshir Dalal 

22. The entertainment tax in India was first 

introduced in the State of? 

(A)Bengal 

(B) Bihar 

(C) Rajasthan 

(D) Maharashtra 

23. The Laffer curve shows the relationship between? 

(A) Per capita income and environmental pollution 

(B) Rate of unemployment and rate of inflation 

(C) Tax rate and tax revenue 

(D) Economic growth and income inequality 

24. The shape of the indifference curve indicates? 

(A) Income of the consume 

(B) Taste of the consumer 

(C) Prices of the commodities 

(D) Quality of the commodities 

25. Which of the following has highest quantitative 

value in a positively skewed distribution? 

(A)Mean 

(B) Median 

(C)Mode 

(D) First quartile 

26. Which of the following is also known as mixed 

sample? 

(A) Systematic sample 

(B) Stratified sample 



 

(C) Random sample 

(D) Multi-stage sample 

27.According to Harvey Leibenstein, two types of 

incentives work in under-developed countries? 

(A) Positive-sum incentives and Negative-sum 

incentives 

(B) Zero-sum incentives and negative-sum incentives 

(C) Positive-sum incentives and Multiple-sum 

incentives 

(D) Zero-sum intcentives and Positive-sum incentives 

28. During recent past, the highest GDP growth rate 

has been 

achieved in the year? 

(A)2005-06 

(B) 2006-07 

(C)2007-08 

(D) 2008-09 

29 A factor of production is used by a producer at that 

stage where the marginal production of the 

factor is? 

(A) Increasing, but positive 

(B) Increasing, but negative 

(C) Decreasing, but positive 

(D) Decreasing, but negative 

30. The doctrine of consumer‟s surplus is based on? 

(A) Indifference curve analysis 

(B) Revealed preference analysis 

(C) Law of substitution 

(D) Law of diminishing marginal utility 

31. Big-mac index is based on? 



 

(A) Official exchange rate 

(B) Real effective exchange rate 

(C) Nominal effective exchange rate 

(D) Purchasing power parity exchange rate 

32. The New Tax Code which is pro posed to come into 

effect from April 1st, 2011 covers? 

(A) Direct taxes only 

(B) Indirect taxes only 

(C) Both direct and indirect taxes 

(D) State level taxes only 

33. In the Union Budget 2009-10, total amount of 

interest payments is estimated? 

(A) More than Rs. 1.0 lakh crore 

(B) More than Rs. 1.5 lakh crore 

(C) More than Rs. 2.0 lakh crore 

(D) More than Rs. 2.5 Iakh crore 

34. Which of the following is related with monopoly? 

(A)Advertisement cost 

(B) Selling cost 

(C) Price discrimination 

(D) Product differentiation 

35.The modern money is not? 

(A) Token money 

(B) Fiat money 

(C) Fiduciary money 

(D) Full bodied money 

36.The outcome budget is a? 

(A) Pre-outlay instrument 

(B) Post-outlay instrument 

(C) Pre-expenditure instrument 



 

(D) Post-expenditure instrument 

37. In the theory of kinked demand curve, the lower 

segment of the demand curve is? 

(A) Perfectly inelastic 

(B) Perfectly elastic 

(C) Highly elastic 

(D) Less elastic 

38. The catJse of difference between: GDP and NDP 

is? 

(A) Net foreign income 

(B) Depreciation 

(C) Subsidies 

(D) Net indirect tax 

39. Arithmetic mean of deviation is always? 

(A) A positive value 

(B) A negative value 

(C) Equal to zero 

(D) Equal to one 

40. Which one of the following is an item of current 

account of the balance of payments? 

(A) Foreign investment 

(B) External commercial borrowings 

(C) Foreign grants 

(D) Non-resident Indian deposits 

41. Charlier‟s check for accuracy is used for? 

(A)Mean 

(B)Median 

(C)Correlation 

(D) Standard deviation 

42.The empirical study of economic theories is 



 

considered under? 

(A) Aggregate economics 

(B) Applied economics 

(C) Social economics 

(D) Welfare economics 

43 Elinor Ostrom, the first woman to win the Nobel 

Prize in economics in 2009. has been awarded for 

her contribution in the field of? 

(A) Resolving business conflicts 

(B) Inflationary trends 

(C) Management of common property 

(D) Capital market analysis 

44. The Kuznet‟s curve shows the relationship 

between? 

(A) Economic growth and income inequality 

(B) Unemployment and inflation 

(C) Tax rate and tax revenue 

(D) Economic growth and inflation 

45. Slutsky‟s substitution effect is based on? 

(A) Cost variation 

(B) Cost difference 

(C) Compensating variation 

(D) Compensating difference 

46. The correlation coefficient is independent of? 

(A) Change of scale only 

(B) Change of origin only 

(C) Both the changes of scale and origin 

(D) Neither the change of origin nor the change of 

scale 

47. The data represented through arithmetic line 



 

graph help in understanding? 

(A)Trend 

(B) Randomness 

(C) Cyclicity 

(D) Seasonality 

48. Select the correct statements regarding the 

Balanced Growth theory Statements: 

1 It is a static concept 

2. It is a dynamic concept 

3. It recognises the significance of economic 

independence 

4. It recognises the significance of economic 

interdependence. 

Code 

(A) 1 and 4 

(B) 2and 3 

(C)1 and 3 

(D) 2 and 4 

49. For setting up new industrial parks and in 

established industrial parks, the Foreign Direct 

Investment under automatic route has been allowed? 

(A) Upto 26percent 

(B) Upto 49 per cent 

(C) Upto 74 per cent 

(D) Upto 100 per cent 

50.The Euler‟s theorem is satisfied only with? 

(A) Homogeneous function 

(B) Heterogeneous function 

(C) Endogeneous function 



 

(D) Exogeneous function 

Answers: 

1  C 

2  C 

3  A 

4  A 

5  A 

6  C 

7  C 

8  A 

9  D 

10  A 

11  C 

12  C 

13  A 

14  A 

15  C 

 

16  A 

17  B 

18  C 

19  C 

20  C 

 

21  B 

22  A 

23  C 

24  B 

25  A 



 

26  B 

27  A 

28  B 

29  C 

30  D 

31  D 

32  A 

33  C 

34  C 

35  D 

36  A 

37  D 

38  B 

39  C 

40  C 

41  A 

 

42  D 

43  C 

44  A 

45  B 

46  C 

47  A 

48  D 

49  D 

50  A 

 

EXPECTED MCQs Of- 

BUSINESS ECONOMICS 
 

 



 

1. The demand curve for a product will shift outwards to the right when:  
(a) The price of a substitute good rise  
(b) Consumer income fall  
(c ) Consumer expect the price of the good fall in the future. 
(d) The price of the product itself fall  
Ans : a  
2. If the demand for good is relatively price inelastic and its price rises, 
the revenue will:  
(a) Fall  
(b) Remain constant  
(c) Rise  
(d) Depends on how supply responds  
Ans : c  
3. Which of the following option is not an example of ‘market failure’?  
(a) Failure to produce merit goods  
(b) Failure to produce public goods  
(c ) Failure of a firm to maximize its profits 
(d) Failure to account externalities  
Ans : c  
4. Which of the following is an example of a Primary form of Business 
activity?  
(a) Hair dressing  
(b) Automobile production  
(c ) Banking  
(d) Forestry  
Ans : d  
5. The price of goods will tend to rise if:  
(a) The current price is above the equilibrium  
(b) The current price is below the equilibrium  
(c ) The quantity demanded is less than the quantity supplied  
(d) There is a reduction in the cost of a substitute commodity 
 Ans : b  
6. Productivity is measured by:  
(a)The growth on Output of a firm  
(b) The growth on Profit of a firm  
(c ) Total output/Total input  
(d) Total amount of investments in capital goods  
Ans : c  
7. The main objectives of macroeconomic policy is:  
(a) A high and stable level of employment  
(b) A low and stable rate of inflation  
(c ) A stable and satisfactory rate of economic growth  
(d) All of the above  



 

Ans : d  
8. Who was first argued that the purpose of business was to make profit?  
(a) Milton fried man  
(b) Margarathcher 
(c ) Elaine stembnerg  
(d) John Crane  
Ans : a  
9. What does the PPP or P3 initiative refer to?  
(a) Public policy papers  
(b) Public Private Partnership  
(c ) Private Procurement Production  
(d) Personal Production Proposal  
Ans : b  
10. What does the PFI initiative refer to ?  
(a) Private Finance Initiative  
(b) Private Fiscal Initiative  
(c ) Public Financial Initiative  
(d ) Private Foundation Investment. 
Ans : a  
11. The term ‘late industrialization’ refers to:  
(a) The need to delay industrialization because of its threats to the 
environment 
(b) The problem faced by many developing countries as they seek to catch up 
to the Levels of development of richer countries 
(c ) The belief that it is too late for many countries to industrialize.  
(d ) That we are how entering a post industrialized world.  
Ans : c  
12. Which of the following economists is regarded as having developed 
the theory of comparative Advantage?  
(a) Adam Smith  
(b) David Rechardo  
(c ) Joseph stiglits  
(d) Amartya Sen  
Ans : b  
13. Under perfect competition in the long run –  
a) All firms earn normal profits,  
b) Few firms earn super normal profits,  
c) All firms are at break even,  
d) None of the above.  
Ans : a  
14. National income at market prices is equal to –  
a) gross national product a market price,  
b) gross domestic product at market prices,  
c) net national product at factor cost,  



 

d) none of the above.  
Ans : c  
15. If there is a single buyer, it is called –  
a) Monopoly,  
b) Oligopoly,  
c) Monopsony,  
d) none of these.  
Ans : c  
16. A firm is having increasing returns to scale means –  
a) it is having increasing costs,  
b) it is having constant costs,  
c) it is having decreasing costs,  
d) none of the above.  
Ans : c  
17. Production can be measured in terms of which of the following?  
a) Total productivity,  
b) Marginal productivity,  
c) Average productivity,  
d) all of these.  
Ans : d  
18. Which is not covered under the scope of Managerial Economics? 
a) Profit Management,  
b) Accounting Theory,  
c) Pricing Policies,  
d) Production Analysis. 
Ans : b  
19. Demand analysis includes –  
(a) demand forecasting,  
(b) demand elasticity study,  
(c) indifference curve analysis, 
(d) all of the above.  
Ans : d  
20. Law of Demand implies –  
a) Qualitative relationship between demand and supply, 
b) Qualitative relationship between price and demand,  
c) Quantitative relationship between price and demand,  
d) Quantitative relationship between demand and supply. 
 Ans : b  
21. Which one of these is an exception to the law of demand?  
a) Demonstration effect goods,  
b) Giffen’s Goods,  
c) Future scarcity of goods,  
d) all of the above 
Ans : d  



 

22. Elasticity of demand is based on which of the following factors?  
a) Range of substitutes available,  
b) Joint demand, 
c) Proportion of income spent on the commodity,  
d) All of the above.  
Ans : d  
23. Which one of the following is not the function of a managerial 
economist?  
a) Industrial market research,  
b) Determining rate of interest in money market,  
c) Capital budgeting,  
d) Investment analysis.  
Ans : b  
24. Which one is not a type of demand?  
a)Price demand,  
b) Derived demand,  
c) Supply demand,  
d) Joint demand.  
Ans c  
25. Which is not the type of elasticity of demand?  
a) Price elasticity,  
b) Income elasticity,  
c) Supply elasticity,  
d) Advertising elasticity.  
Ans : c  
26. Who introduced the concept of elasticity of demand?  
a) Boulding,  
b) Robinson,  
c) Marshall,  
d) Joel Dean.  
Ans : c  
27. Isocost line is also called as:  
a) Profit line,  
b) Production line,  
c) Budget line,  
d) Return line.  
Ans : c  
28. In case of Giffen’s goods, price effect is –  
a) negative,  
b) zero,  
c) positive,  
d) proportionate.  
Ans : a  
29. If the demand curve is a rectangular hyperbola, elasticity is –  
a) 1, 



 

b) 0,  
c) 2,  
d) less than 1.  
Ans : a  
30. A firm maximizes its profit when –  
a) MC > MR,  
b) MC < MR,  
c) MC = MR,  
d) MR = AP.  
Ans : c  
31. The falling part of a total utility curve shows –  
a) Zero marginal utility,  
b) Decreasing marginal utility, 
c) Increasing marginal utility,  
d) Negative marginal utility.  
Ans : d  
32. At the shut-down point –  
a) Total losses of the firm equals TFC,  
b) TR = TVC,  
c) P = AVC,  
d) all of the above.  
Ans : d  
33. Value of a firm can be defined as –  
a) PV of the firm’s expected future cash flows, 
b) PV of its capital, 
c) FV of the firm’s capital,  
d) FV of the firm’s cash flows.  
Ans : a  
34. Statement “Price is the amount of money and / or other item with 
utility needed to acquire a product” is given by –  
a) Stanton,  
b) Clark,  
c) J. S. Bain,  
d) J Robinson.  
Ans : a 
35. The goods whose demand is not tied with the demand for some other 
goods are said to have –  
a) Independent demand,  
b) Free demand,  
c) Autonomous demand,  
d) Individual demand.  
Ans : c  
36. Movement along a demand curve as a result of change in price is 
known as –  
a) change in quantity demanded,  



 

b) Change in demand, 
c) Increase or decrease in demand,  
d) None of the above.  
Ans : a   
37.  Under perfect competition, the long-run equilibrium of the firm is 
established at – 
a) Minimum point of LAC,  
b) Highest point of LAC, 
c) Minimum point of SAC,  
d) Highest point of SAC.  
Ans : a  
38. Conditions of firm’s equilibrium under perfect competition in short 
run is / are –  
a) MC = MR,  
b) slope of MC > slope of MR, 
c) MR = Price,  
d) all of the above. 
 Ans : d 
39. Economics of scale means –  
a) Reductions in unit cost of production,  
b) Reductions in total cost of production, 
c) Reductions in unit cost of distribution,  
d) Addition to the unit cost of production.  
Ans : a  
40. Marginal product becomes negative –  
a) When total output declines,  
b) When total output increases rapidly, 
c) When total output stops increasing fastly,  
d) In no circumstances.  
Ans : a  
41. When price elasticity of demand is unity, the total expenditure –  
a) increases with rise in price,  
b) decreases with fall in price, 
c) increases with fall in price,  
d) has no affect of price change.  
Ans : d  
42. Concept of ‘Consumer’s Surplus’ was evolved by –  
a) Dr. Alfred Marshall,  
b) J M Keynes,  
c) Adam Smith,  
d) E Boulding.  
Ans : a 
43. A high value of cross-elasticity indicates that the two commodities are 
–  



 

a) Very close substitutes,  
b) Very close complements,  
c) Poor substitutes,  
d) Poor complements.  
Ans : a  
44. GNP can be calculated as –  
a) GDP – Depreciation,  
b) GDP + Net factor income from abroad,  
c) GDP – Depreciation + Subsidies,  
d) Wages + Interest + Rent.  
Ans : b  
45. Income method for measuring GNP considers –  
a) Wages and salaries,  
b) Interest,  
c) Rents,  
d) all of these. 
Ans : d  
46. The theory of ‘Circular Causation’ was developed by – 
a) J R Hicks,  
b) Robinson,  
c) Ragnar Nurkse,  
d) Taylor.  
Ans : c  
47. The law of demand is a –   
a) Indicative statement,  
b) Qualitative statement,  
c) Illustrative statement,  
d) Selective statement.  
Ans : b  
48. Professor J Robinson measured monopoly power in terms of –  
a) Elasticity,  
b) Marginal revenue and price,  
c) Marginal cost and price,  
d) Price and average cost  
Ans : a  
49. In which market structure, a firm has no control over price of it’s 
product?  
a) Monopoly,  
b) Perfect competition,  
c) Oligopoly,  
d) Monopolistic competition. 
Ans : b  
50. LAC curve is –  
a) U shaped and less pronounced,  



 

b) U shaped and more pronounced,  
c) U shaped only,  
d) Intersecting SAC curve.  
Ans : a  
51. Which one is not the stage of product life cycle?   
a) introduction,  
b) Increase,  
c) Decline,  
d) Saturation.  
Ans : b   
52. Price discrimination will not be a good approach for –  
a) Railway company,  
b) Electric supply company,  
c) FMCG company,  
d) Mobile company.  
Ans : c  
53. All money costs can be regarded as –  
a) Social costs,  
b) Implicit costs,  
c) Explicit costs,  
d) Real costs.  
Ans : c  
54. The demand function is a statement of the relationship between –  
a) Quantity of factors of production,  
b) Quantity of product demanded and all the factors that affect this quantity,  
c) Quantity demanded and profit,  
d) Product demand and cost of output. 
Ans:  
55. Which of the following is one of the basis for the indifference curve 
analysis?  
a) Independent utility,  
b) Ordinal utility,  
c) Cardinal utility,  
d) Diminishing utility.  
Ans : b  
56. Economists who developed the Indifference Curve Analysis are –  
a) Hicks and Allen,  
b) Hicks and Marshall,  
c) Samuelson and Robinson,  
d) Hicks and Robinson.  
Ans : a  
57. Revealed preference theory was introduced by – 
a) Marshall,  
b) Samuelson,  



 

c) Robinson,  
d) Taylor.  
Ans : b  
58. Cartel system –  
a) Leads to a monopoly situation,  
b) is a kind of pure oligopoly, 
c) It is banned in the US,  
d) all of the above.  
Ans : d 
59. Marginal utility approach was finalized by –  
a) AC Pigou,  
b) Alfred Marshall,  
c) J R Hicks,  
d) J S Mill.  
Ans : b  
60. Equilibrium of monopolist will never lie below the middle point of the 
average revenue curve because below the middle point –  
a) Elasticity of demand is less than one,  
b) Marginal revenue is negative, 
c) Both ‘a’ and ‘b’,  
d) Market laws cease to operate.  
Ans : c 
 
PREVIOUS YEAR QUESTIONS : 
 
1. Liquidity preference is a theory of 
(A) Supply of money 
(B) Saving 
(C) Investment 
(D) Demand for money 
2. What is one result of an increase in the money supply? 
(A) Short-run increase in demand 
(B) Short-run increase in the level of output 
(C) Long-run increase in demand 
(D) Long-run increase in the level of output 
3. As interest rate increases, money 
supply tends to 
(A) Increase 
(B) Decrease 
(C) Remain constant 
(D) Not related to interest rate 
4. Keynes regards employment as a 
function of 
(A) Supply 
(B) Price 
(C) Income 
(D) Demand 



 

5. According to Keynes consumption is a 
function of 
(A) Investment 
(B) Capital 
(C) Saving 
(D) Income 
6. The problem why rational people are 
unwilling to participate in a fair game, 
refers to 
(A) Leontiff paradox 
age 2(B) St. Petersburg Paradox 
(C) Bernoulli’s Paradox 
(D) Neumann’s Paradox 
7. A person who refuses a fair gamble is 
said to be 
(A) Risk bearer 
(B) Risk lover 
(C) Risk averse 
(D) Both (B) and (C) 
8. The economist who popularized 
indifference curve approach is 
(A) Simon Kuznets 
(B) Paul Samuel son 
(C) J.R. Hicks 
(D) Sweezy 
9. Public debt implies loans raised by 
government 
(A) Within the country 
(B) Outside the country 
(C) Within and outside the country 
(D) Not applicable 
10. Which one of the following is not the 
type of internal public debt of the 
government of India 
(A) Permanent debt 
(B) Floating debt 
(C) Foreign financial institutions 
(D) Outstanding liabilities 
11. At present, the RBI is issuing notes of 
the denominations of 
(A) Rs. 1, 5, 2 
(B) Rs. 10, 20, 50, 100 
(C) One rupee coins, and small coins 
(D) Loins of rs. 1, 2, 5 and 10 
Page 312. Which is the dominant 
objective of monetary policy which the 
RBI has been trying to 
achieve? 



 

(A) Price Stability 
(B) Reduce Deficit 
(C) Encourage exports 
(D) Growth 
13. The term sustainable development 
was first used by 
(A) World conservation strategy 
(B) The world development Report 1999 
(C) The world development Report 2000 
(D) None of these 
14. The effect of population growth on 
per capita income is 
(A) Favourable 
(B) Unfavourable 
(C) No effect 
(D) Very low 
15. The age pyramid is also known as 
(A) Demography pyramid 
(B) Gender pyramid 
(C) Population density pyramid 
(D) Population pyramid 
16. A normal good can be defined as one 
which consumers purchase more of as 
(A) Prices 
(B) Income fall 
(C) Prices rise 
(D) Income increase 
17. Selling a product in a foreign market 
at a lower price than in home market is 
called 
(A) Cartel 
Page 4(B) Dumping 
(C) Subsidy 
(D) Import Quota 
18. Which protective device aims at 
restricting and regulating imports? 
(A) Dumping 
(B) Subsidy 
(C) Import Quota 
(D) Tariff quota 
19. The definition of small scale industry 
in India is based on 
(A) Investment in Machines and 
equipment 
(B) Sale of the unit 
(C) Market coverage 
(D) Export capacity 



 

20. Industrial policy resolution of 1948 
divided industries into 
(A) 3 categories 
(B) 4 categories 
(C) 5 categories 
(D) 6 categories 
21. How many mills are there in our 
country? 
(A) 870 mills 
(B) 1250 mills 
(C) 1100 mills 
(D) 900 mills 
22. Absenteeism refers to 
(A) The absence of employer from work 
(B) The absence of employee from work 
that is authorized, explained and 
unavoidable 
(C) The absence of employee from work 
that is unauthorized, unexplained, 
avoidable and 
willful 
(D) None of these 
Page 523. The function that shows the 
functional relationship between utility 
and quantity of goods is 
known as 
(A) General utility function 
(B) Specific utility function 
(C) Total utility function 
(D) Marginal utility function 
24. What is the first order condition of 
consumer’s equilibrium? 
(A) Bordered Hessian Determinant > 0 
(B) 
f2 
p 
1 
f1 p2 
(C) Bordered Hessian Determinant < 0 
(D) 
f2 
p 
2 0 f1 
p1 
25. Price elasticity at a given price is not 
affected by 
(A) The price of substitutes 
(B) The price of complements 



 

(C) A change in supply 
(D) The price of substitutes 
26. The coefficient of correlation 
according to Karl Pearson is always: 
(A) ±1 
(B) –1 
(C) +1 
(D) 0 
27. Who is the exponent of the principle 
of correlation? 
(A) Bowleg 
(B) Spearman 
(C) Connor 
(D) Karl Pearson 
Page 628. r 
xy 
refers to 
N 
x y 
(A) Price index 
(B) Karl Pearson’s coefficient of 
correlation 
(C) Spearman’s rank Differences 
methods 
(D) Mean Deviation 
29. Agricultural Development banks are 
sponsored by 
(A) RBI 
(B) Nationalized Banks 
(C) SBI 
(D) Cooperative Banks 
30. Most of the disguised unemployed 
persons in India are found in 
(A) Transport 
(B) Industry 
(C) Agriculture 
(D) Trade 
31. In India, who is the originator of 
green revolution? 
(A) M.S. Swaminathan 
(B) Garry Becker 
(C) Norman E. Borlug 
(D) Hanumante Rao 
32. The co-operative credit institutions 
are classified into too categories, these 
are 
(A) Agricultural and non – agricultural 
(B) Industrial and non – industrial 



 

(C) Internal and external 
(D) State and national 
33. Central cooperative banks are 
(A) Permitted to borrow or lend among 
themselves 
(B) Not permitted to borrow or lend 
among them 
Page 7(C) Permitted to borrow from 
people 
(D) None of the above 
34. The PACs has advanced loans worth 
Rs. 23 crores in 1950 – 51 and this rose 
to in 2000 – 
01. 
(A) Rs 200 crores 
(B) 25, 250 crores 
(C) 36, 540 crores 
(D) 34, 520 crores 
35. Keynes defined Money demand as 
(A) Cash + Time deposit 
(B) Cash + Demand deposit 
(C) Cash + High powered money 
(D) Cash + Saving with post office 
36. Keynes only considered 
(A) Induced investment 
(B) Autonomous investment 
(C) Both (A) and (B) 
(D) None of the above 
37. Cross elasticity of demand between 
tea and sugar is 
(A) Positive 
(B) Negative 
(C) Zero 
(D) Infinity 
38. Horizontal equity refers to 
(A) Equal treatment of equals 
(B) Unequal treatment of unequals 
(C) Equal treatment of unequals 
(D) Unequal treatment of equals 
Page 839. How many members/ persons 
are needed to form a PACS (Primary 
agricultural credit 
societies. 
(A) 30 or more 
(B) 20 or more 
(C) 10 or more 
(D) more than 50 



 

40. Age is given on the vertical axis so 
that the youngest age group is ………….and 
the oldest 
age group is ……….. 
(A) At the bottom; at the top 
(B) At the top; at the bottom 
(C) On the left side; on the right side 
(D) On the right side,; on the left side 
41. Which kind of barriers are hidden 
(A) Non – tariff barriers 
(B) Tariff 
(C) Both (A) and (B) 
(D) Not fixed 
42. SAIL is 
(A) Small – scale industry 
(B) Large – scale industry 
(C) Cottage industry 
(D) Tiny industry 
43. Who is known as the father of input 
output analysis? 
(A) W.W Leontiff 
(B) Hicks 
(C) Samuelson 
(D) Trance is Quesnay 
44. Between income and consumption 
there is generally 
(A) No correlation 
Page 9(B) Positive correlation 
(C) Negative correlation 
(D) Partial correlation 
45. In regression of y on x, x is 
(A) A dependent variable 
(B) A constant variable 
(C) An independent variable 
(D) None of these 
46. Blue revolution is related to 
(A) Poultry 
(B) Fisheries 
(C) Drinking water 
(D) Space research 
47. The share of agriculture in GDP was 
around 55% in 1950 – 51 and it declined 
to in 2007 – 
08 
(A) 42% 
(B) 17.8% 
(C) 23.7% 
(D) 12.5% 



 

48. How many state co-operative banks 
are there in state at present? 
(A) 25 
(B) 31 
(C) 42 
(D) 16 
49. Land development banks were 
initially known by the name of 
(A) Land mortgage banks 
(B) Co-operative banks 
(C) Land credit societies 
(D) Agricultural co – operative banks 
Page 1050. Narrow definition of money is 
(A) M4 
(B) M3 
(C) M2 
(D) M1 
51. Change in capital stock is called 
(A) Production 
(B) Income 
(C) Investment 
(D) Lost 
52. In case of inferior goods, the income 
effect is 
(A) Positive 
(B) Negative 
(C) Zero 
(D) Infinite 
53. Vertical equity refers to 
(A) Equal treatment of equals 
(B) Unequal treatment of unequals 
(C) Equal treatment of unequals 
(D) Unequal treatment of equals 
54. Which bank meets the long-term 
credit needs of agriculturists? 
(A) Primary agricultural credit societies 
(B) Central cooperative bank 
(C) Land Development bank 
(D) State cooperative banks 
55. A normal good can be defined as one 
which consumers purchase more of as 
(A) Prices fall 
(B) Income fall 
(C) Prices rise 
Page 11(D) Income increase 
56. Price elasticity at a given price is not 
affected by 
(A) The price of substitutes 



 

(B) The price of complements 
(C) A change in supply 
(D) The price of substitutes 
57. Globalization signifies a process of 
(A) Internationalization 
(B) Liberalisation 
(C) Internationalization and 
liberalization 
(D) Privatization 
58. Input output analysis was developed 
by 
(A) Walras 
(B) Samuelson 
(C) Heckscher – ohlin 
(D) W.W heontiff 
59. According to Harrod-Domar Growth 
Model, Growth is directly related to 
(A) k/o ratio and inversely related to 
savings 
(B) Savings and inversely related to k/o 
ratio 
(C) Savings and k/o ratio 
(D) Savings and k/o ratio directly 
60. In 1971 collapse of Brettonwood 
system was largely due to 
(A) Fall of gold standard 
(B) Rise in the value of paper currency 
(C) Rise in the value of gold 
(D) Failure to manage international 
liquidity 
61. Euro-currency market is a means of 
transferring 
(A) Long term and medium term funds 
with in the country 
Page 12(B) Short – term and medium 
term funds with in the country 
(C) Short – term and medium term funds 
from one country to another country. 
(D) Long term funds from one country to 
another 
62. According to the minimum wage Act, 
1948 
(A) Wages for agricultural labourers are 
to be fixed by the state governments 
(B) Wages for agricultural labourers are 
to be fixed by the central governments 
(C) Wages for industrial labours are to be 
fixed by the entrepreneurs 



 

(D) Wages for industrial labours are to 
be fixed by the central governments 
63. An act of simultaneously buying a 
currency in one market and selling it in 
another to earn 
profits from the difference between the 
exchange rates in the two markets, is 
termed as 
(A) Dumping 
(B) Market Hedging 
(C) Arbitrage 
(D) Devaluation 
64. Bretton woods led to formation of 
(A) GATT 
(B) IBRO 
(C) INF 
(D) All of the above 
65. Agricultural Refinance and 
Development corporation was set up in 
(A) 1952 
(B) 1963 
(C) 1975 
(D) 1960 
66. Total wheat production of India in 
1998 – 99 was 
(A) 50 million tones (m.t) 
(B) 60 m.t. 
(C) 70 m.t. 
(D) 80 m.t. 
Page 13. 
67. Who is the chairman of economic 
Advisory council of the Prime minister in 
India? 
(A) Jagdish Bhagwati 
(B) C.Rangrajan 
(C) Vijay kelkar 
(D) Suresh Tendulkar 
68. Which country rank first in the world 
production of sugar and sugarcane. 
(A) China 
(B) Punjab 
(C) India 
(D) Kerela 
69. MTFRP stands for 
(A) Medium – term financial reforms 
programme 
(B) Mid – term for reforms programme 
(C) Major tax for rural programme 



 

(D) Medium – term fiscal reforms 
programme 
70. Who was the first general Director of 
WTO? 
(A) Lamy Paseal 
(B) Peter Sutherland 
(C) William Diamond 
(D) Alan Greenspan 
71. The LPG model of development was 
introduced by 
(A) Vijay kelkar 
(B) V. K. R. V Rao 
(C) Jagdish Bhagwati 
(D) Dr. Manmohan singh 
72. Which one of the following is not can 
indicator of globalization? 
(A) Opening of the economy for 
unrestricted imports and exports 
(B) Allowing free capital movement 
among nations 
(C) Free movement of technology among 
nations 
Page 14(D) Achieving exchange rate 
stability 
73. In new economic policy of 1991 
(A) Government has restricted foreign 
investment policy 
(B) Government has liberalized foreign 
(C) Several concessions and facilities 
have been given on foreign direct 
investment 
(D) Both (B) and (C) 
74. The new endogeneous growth theory 
was developed as a reaction to missions 
and 
deficiencies in 
(A) Hicks – Samuelson model 
(B) Jargenson’s neo – classical model 
(C) Solow – swan neo – classical growth 
model 
(D) Meade’s Neo – classical Model of 
economic growth 
75. How much is the population density 
in china? 
(A) 300 person per km2 
(B) 95 person per km2 
(C) 250 person per km2 
(D) 132 person per km2 
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UNIT-5   BUSINESS STATISTICS 
 
1. The word ‘statistics’ is used as __________. 
a. Singular. 
b. Plural. 
c. Singular and Plural. 
d. None of above. 
Answer: C 
2. Who stated that statistics is a branch of applied mathematics which specializes in data? 
a. Horace Secrist. 
b. R.A Fisher. 
c. Ya-Lun-Chou. 
d. L.R. Connor. 
Answer: B 
3. Out of various definitions, given by the following workers, which definition is 
considered to be more exact? 
a. R .A. Fisher. 
b. A.L. Bowley. 
c. M.G. Kendall. 
d. Cecil H. Meyers. 
Answer: A 
8. Statistics can be considered as ___________. 
a. An art. 
b. A science. 
c. Neither an art not science. 
d. Both art and science. 
Answer: D 
9. Sources of secondary data are___________. 
a. Published sources. 
b. Unpublished sources. 
c. Neither published nor unpublished sources. 
d. Both published and unpublished sources. 
Answer: D 
10. Whether classification is done first or tabulation? 
a. Classification follows tabulation. 
b. Classification precedes tabulation. 
c. Both are done simultaneously. 
d. No criterion. 
Answer: B 
11. A series showing the sets of all distinct values individually with their frequencies is 
known as___________. 
a. Grouped frequency distribution. 
b. Simple frequency distribution. 
c. Cumulative frequency distribution. 
d. None of the above. 
Answer: B 
12. A series showing the sets of all values in classes with their corresponding frequencies is 



 

known as___________. 
a. Grouped frequency distribution. 
b. Simple frequency distribution. 
c. Cumulative frequency distribution. 
d. None of the above. 
Answer: A 
13. In a grouped data, the number of classes preferred are_______________. 
a. Minimum possible. 
b. Adequate. 
c. Maximum possible. 
d. Any arbitrarily chosen number. 
Answer: B 
14. Class interval is measured as____________. 
a. The sum of the upper and lower limit. 
b. Half the sum of upper and lower limit. 
c. Half the difference between upper and lower limit. 
d. The difference between upper and lower limit. 
Answer: D 
15. A grouped frequency distribution with uncertain first or last classes is known 
as____________. 
a. Exclusive class distribution. 
b. Inclusive class distribution. 
c. Open end distribution. 
d. Discrete frequency distribution. 
Answer: C 
16. Frequency of a variable is always____________. 
a. In percentage. 
b. A fraction. 
c. An integer. 
d. None of the above. 
Answer: C 
17. The data given as 5, 7, 12, 17, 79, 84, 91 will be called as____________. 
a. A continuous series. 
b. A discrete series. 
c. An individual series. 
d. Time series. 
Answer: C 
18. In an ordered series, the data are____________. 
a. In ascending order. 
b. In descending order. 
c. Either (1) or (2). 
d. Neither (1) or (2). 
Answer: C 
19. Trilinear chart is used to portray simultaneously____________. 
a. Two variables. 
b. Three variables. 
c. Four variables. 



 

d. Any number of variables. 
Answer: B 
20. Which of the following statements is not correct? 
a. The bars in a histogram touch each other. 
b. The bar in a column chart touches each other. 
c. There are bar diagrams which are known as broken bar diagrams. 
d. Multiple bar diagrams also exist. 
Answer: B 
21. Shoe size of most of the people in India is No. 8. Which measure of central value does 
it represent? 
a. Mean. 
b. Second quartile. 
c. Eighth deciles. 
d. Mode. 
Answer: D 
22. In case of frequency distribution with classes of unequal widths, the heights of bars of 
a histogram are proportional to____________. 
a. Class frequency. 
b. Class intervals. 
c. Frequencies in percentage. 
d. Frequency densities. 
Answer: D 
23. Year wise production of rice, wheat and maize for the last ten years can be displayed 
by____________. 
a. Simple column chart. 
b. Subdivided column chart. 
c. Broken bar diagram. 
d. Multiple column chart. 
Answer: D 
24. When we have the number of court cases of different categories and information 
about number of cases settled, the information can be better portrayed 
through____________. 
a. Sliding bar diagram. 
b. Histogram. 
c. Paired bar diagram. 
d. Column chart. 
Answer: A 
25. Pictograms are____________. 
a. Very accurate. 
b. Least accurate. 
c. Mostly used. 
d. Scientifically correct. 
Answer: B 
26. When there are a large number of values in an individual series, preference for 
portraying the 
data goes to____________. 
a. Bar diagram. 



 

b. Column chart. 
c. Line chart. 
d. Scatter diagram. 
Answer: C 
27. Pie chart represents the components of a factor by____________. 
a. Percentages. 
b. Angels. 
c. Sectors. 
d. Circles. 
Answer: C 
28. The immigration and out migration of people in a number of countries and also the net 
migration can be better displayed by____________. 
a. Duo-directional column chart. 
b. Gross-deviation column chart. 
c. Net deviation column chart. 
d. Range chart. 
Answer: B 
29. The shape of pie diagram is____________. 
a. Square. 
b. Conical. 
c. Rectangle. 
d. Circular. 
Answer: D 
30. Histograms are______________. 
a. One dimensional diagrams. 
b. Two dimensional diagrams. 
c. Three dimensional diagrams. 
d. None of the above. 
Answer: A 
31. The other name of the cumulative frequency curve is _______________. 
a. Histogram. 
b. Ogive. 
c. Pie chart. 
d. Bar diagram. 
Answer: B 
32. If a constant 5 is added to each observation of a set, the mean is____________. 
a. Increased by 5. 
b. Decreased by 5. 
c. 5 times the original mean. 
d. Not affected. 
Answer: A 
33. If each observation of a set is multiplied by 10, the mean of the new set of 
observations____________. 
a. Remains the same. 
b. Is 10 times the original mean. 
c. Is one-tenth the original mean. 
d. Is increased by 10. 



 

Answer: B 
34. If each value of a series is multiplied by 10, the median of the coded values 
is____________. 
a. Not affected. 
b.10 times the original median value. 
c. One-tenth of the original median value. 
d. Increased by 10. 
Answer: B 
35. Individual data is another wise called as ____________. 
a. Raw data. 
b. Discrete data. 
c. Continuous data. 
d. Primary data. 
Answer: A 
36. Extreme value have no effect on____________. 
a. Average. 
b. Median. 
c. Geometric mean. 
d. Harmonic mean. 
Answer: B 
37. What percentage of values is greater the 3rd quartile? 
a. 75%. 
b. 50%. 
c. 25%. 
d. 0%. 
Answer: C 
38. The median of the variant values 11, 7, 6, 9, 12, 15, 19 is____________. 
a. 9. 
b. 12. 
c. 15. 
d. 11. 
Answer: D 
39. The number of partition values in case of quartiles is____________. 
a. 4. 
b. 3. 
c. 2. 
d. 1. 
Answer: B 
40. Which of the following is a unit less measure of dispersion? 
a. Standard deviation. 
b. Mean deviation. 
c. Coefficient of variation. 
d. Range. 
Answer: C 
41. Which one of the given measures of dispersion is considered best? 
a. Standard deviation. 
b. Range. 



 

c. Variance. 
d. Coefficient of variation. 
Answer: A 
42. Out of all measures of dispersion, the easiest one to calculate is____________. 
a. Standard deviation. 
b. Range. 
c. Variance. 
d. Quartile deviation. 
Answer: B 
43. Mean deviation is Minimum when deviations are taken from____________. 
a. Mean. 
b. Median. 
c. Mode. 
d. Zero. 
Answer: B 
44. Which measure of dispersion ensures highest degree of reliability? 
a. Range. 
b. Mean deviation. 
c. Quartile deviation. 
d. Standard deviation. 
Answer: D 
45.Which measure of dispersion is least affected by extreme values? 
a. Range. 
b. Mean deviation. 
c. Standard deviation. 
d. Quartile deviation. 
Answer: D 
46. The average of the sum of squares of the deviations about mean is 
called____________. 
a. Variance. 
b. Absolute deviation. 
c. Standard deviation. 
d. Mean deviation. 
Answer: A 
47. For a negatively skewed distribution, the correct inequality is____________. 
a. Mode<median. 
b. Mean<median. 
c. Mean<mode. 
d. None of the above. 
Answer: C 
48.Mean is a measure of __________. 
a. Location. 
b. Dispersion. 
c. Correlation. 
d. Regression. 
Answer: A 
49. Which of the following is a measure of central value? 



 

a. Median. 
b. Standard deviation. 
c. Mean deviation. 
d. Quartile deviation. 
Answer: A 
50. Geometric mean is better than other means ___________. 
a. When the data are positive as well as negative. 
b. When the data are in ratios or percentages. 
c. When the data are binary. 
d. When the data are on interval scale. 
Answer: B 
51. The correct relationship between A.M, G.M and H.M is_______________. 
a. A.M=G.M=H.M. 
b. G.M ≥A.M≥H.M. 
c. H.M≥G.M≥A.M. 
d. A.M≥G.M≥H.M. 
Answer: D 
52. Which mean is most affected by extreme values? 
a. Geometric mean. 
b. Harmonic mean. 
c. Arithmetic mean. 
d. Trimmed mean. 
Answer: C 
53. Graphically partition be determined with the help of________________. 
a. Frequency polygon. 
b. Bar diagram. 
c. Line diagram. 
d. Ogive curve. 
Answer: D 
55. The measure of dispersion which ignores signs of the deviations from central value 
is_____________. 
a. Range. 
b. Quartile deviation. 
c. Standard deviation. 
d. Mean deviation. 
Answer: D 
56. In a case of positive skewed distribution the relation between mean, median and 
mode that hold is_________. 
a. Median > mean > mode. 
b. Mean > median > mode. 
c. Mean = median = mode. 
d. Mean < median < mode. 
Answer: B 
57. It is one of the measures of central tendency________________. 
a. Mean deviation. 
b. Standard deviation. 
c. Median. 



 

d. Correlation. 
Answer: C 
58.The value in a series occurs most frequently is called_______________. 
a. Mean. 
b. Median. 
c. Mode. 
d. Harmonic mean. 
Answer: C 
59. Which one of the following is not a measure of dispersion ? 
a. Range. 
b. Standard deviation. 
c. Mean deviation. 
d. Geometric mean. 
Answer: D 
60. Range of 8, 12, 5, 15 is ____________. 
a. 2. 
b. 5. 
c. 10. 
d. 15. 
Answer: C 
61. Index numbers are also known as ____________. 
a. Economic barometers. 
b. Signs and guide posts. 
c. Both (a) and (b). 
d. Neither (a) nor (b). 
Answer: C 
62. Index number is a____________. 
a. Measure of relative changes. 
b. A special type of an average. 
c. A percentage relative. 
d. All the above. 
Answer: D 
63. Most commonly used index number is____________. 
a. Diffusion index number. 
b. Price index number. 
c. Value index number. 
d. None of the above. 
Answer: D 
64. Base period for an index number should be ____________. 
a. A year only. 
b. A normal period. 
c. A period of distant past. 
d. None of the above. 
Answer: B 
65. Laspeyre’s index numbers possess ____________. 
a. Downward bias. 
b. No bias. 



 

c. Upward bias. 
d. None of the above. 
Answer: C 
66. The difference between the index numbers based on n selected items and total 
number of 
items is called ____________. 
a. Formula error. 
b. Sampling error. 
c. Homogeneity error. 
d. None of the above. 
Answer: B 
67. Sampling error in respect of index numbers can be reduced by____________. 
a. Taking a random sample of items. 
b. Including large number of items. 
c. Both (a) and (b). 
d. Neither (a) nor (b). 
Answer: C 
68. The range of homogeneity error in reference to index numbers is____________. 
a. 0 to 1. 
b. 0 to ∞. 
c. -1 to 1. 
d. -∞ to ∞. 
Answer: A 
69. Combining of two index number series having different base periods into one series 
with 
common base period is known as ____________. 
a. Splicing. 
b. Base shifting. 
c. Both (1) and (2). 
d. Neither (1) nor (2). 
Answer: A 
70. An appropriate method for working out consumer price index is____________. 
a. Weighted aggregate expenditure method. 
b. Family budget method. 
c. Price relative’s method. 
d. None of the above. 
Answer: B 
71. Index of industrial production measures the changes in ____________. 
a. The quantum production. 
b. The value of products. 
c. The demand of industrial goods. 
d. None of the above. 
Answer: A 
72. Consumers price index number is constructed for___________. 
a. A well defined section of people. 
b. All people. 
c. Factory workers only. 



 

d. In a group of peoples. 
Answer: A 
73. Laspeyre’s index formula uses the weights of the______________. 
a. Base year. 
b. Current year. 
c. Average of the weights of a number of years. 
d. To any arbitary chosen year. 
Answer: A 
74. The weights used in Pasches formula belong to__________. 
a. The base period. 
b. The given period. 
c. To any arbitary chosen period. 
d. Average of the weights of a number of periods. 
Answer: B 
75. Fishers ideal formula does not satisfy ___________. 
a. Time reversal test. 
b. Circular test. 
c. Factor reversal test. 
d. Unit test. 
Answer: B 
76. Factor reversal test permits the interchange of ____________. 
a. Base periods. 
b. Price and quantity. 
c. Weights. 
d. None of the above. 
Answer: C 
77. The best average to calculate index numbers is______________. 
a. A.M. 
b. G.M. 
c. H.M. 
d. None. 
Answer: B 
78. If a frequency distribution is positively skewed, the mean of the distribution 
is___________. 
a. Greater than the mode. 
b. Less than the mode. 
c. Equal to mode. 
d. Less than the mean. 
Answer: A 
79. When the coefficient of skewness is zero, the frequency curve is ______________. 
a. U shaped. 
b. J shaped. 
c. Bell shaped. 
d. None of the above. 
Answer: C 
80. In paache’s Index Number priority is given to the price of___________. 
a. Current year. 



 

b. Base year. 
c. Future year. 
d. None of the above. 
Answer: D 
81. If X and Y are two variants, there can be at most____________. 
a. One regression line. 
b. Two regression lines. 
c. Three regression lines. 
d. An infinite number of regression lines. 
Answer: B 
82. Scatter diagram of the variant values (X,Y) give the idea about____________. 
a. Functional relationship. 
b. Regression model. 
c. Distribution of errors. 
d. None of the above. 
Answer: C 
83. If βyx and βxy are two regression coefficients, they have____________. 
a. A same sign. 
b. Opposite sign. 
c. Either same or opposite signs. 
d. Nothing can be said. 
Answer: A 
84. The property if X and Y are independent, then βyx = βxy = 0 is called____________. 
a. Fundamental property. 
b. Mean property. 
c. Independence property. 
d. Magnitude property. 
Answer: C 
85. The coordinates (X, Y) satisfy the lines of regression of____________. 
a. Y on X. 
b. X on Y. 
c. Both the regression lines. 
d. None of the two regression lines. 
Answer: C 
86. If ρ=0, the angle between the two lines of regression is____________. 
a. Zero degree. 
b. Ninety degree. 
c. Sixty degree. 
d. Thirty degree. 
Answer: B 
87. The idea of product movement correlation was given by____________. 
a. R.A. Fisher. 
b. Sir Frances Galeton. 
c. Karl Pearson. 
d. Spearman. 
Answer: C 
88. If ρ is the simple correlation, the quantity (1-ρ²) is called ____________. 



 

a. Coefficient of determination. 
b. Coefficient of non determination. 
c. Coefficient of alienation. 
d. None of the above. 
Answer: B 
89. The value of correlation ratio varies from ____________. 
a. -1 to 1. 
b. -1 to 0. 
c. 0 to 1. 
d. 0 to ∞. 
Answer: A 
90. If each group consists of one observation only, the value of correlation ratio 
is____________. 
a. 0. 
b. 1. 
c. Between 0 and 1. 
d. Between -1 and 1. 
Answer: B 
91. The average of two regression coefficients is always greater than or equal to the 
correlation 
coefficient is called_________________. 
a. Fundamental property. 
b. Signature property. 
c. Magnitude property. 
d. Mean property. 
Answer: D 
92. If r is called simple correlation coefficient, the quantity r2 
is known as__________. 
a. Coefficient of determination. 
b. Coefficient of non determination. 
c. Coefficient of alienation. 
d. Coefficient of variation. 
Answer: A 
93. The range of simple correlation coefficient is____________. 
a. 0 to ∞. 
b. -∞ to ∞. 
c. 0 to 1. 
d. -1 to 1. 
Answer: D 
94. The nature of correlation between two variables is known from _______________. 
a. Bar diagram. 
b. Pie diagram. 
c. Pictogram. 
d. Scatter diagram. 
Answer: D 
95. The co-efficient of correlation is not affected by ______________. 
a. Change of origin. 



 

b. Change of scale. 
c. Both origin and scale. 
d. None. 
Answer: C 
96. If one of the regression coefficient is negative, the other _______________. 
a. Must be positive. 
b. Must be negative. 
c. May be positive or negative. 
d. Non-negative. 
Answer: B 
97. When r = 1 the two regression lines are ______________. 
a. Perpendicular to each other. 
b. Parallel to each other. 
c. Coincide. 
d. None. 
Answer: C 
98. The regression lines 5x+2y=16 , and 9x+10y=48 intersect at ____________. 
a. 0,8. 
b. 2,3. 
c. 3,2. 
d. 8,0. 
Answer: B 
99. Rank correlation method was developed by ______________. 
a. Karl Pearson. 
b. R.A. Fisher. 
c. Spearman. 
d. Croxten and cowden. 
Answer: C 
100. ________ is the geometric mean of two regression coefficient 
a. Mean. 
b. Correlation. 
c. Rank correlation. 
d. Mode. 
Answer: B 
101. Regression coefficients are affected by change of ________. 
a. Origin. 
b. Scale. 
c. Both origin and scale. 
d. Neither origin nor scale. 
Answer: B 
102. Correlation analysis deals with___________. 
a. Two attributes. 
b. Two variables alone. 
c. Variables. 
d. Averages. 
Answer: C 
103. Correlation between the number of children born and the number of train accident 



 

is___________. 
a. Positive correction. 
b. Spurious correlation. 
c. Negative correlation. 
d. Rank correlation. 
Answer: B 
104. Graphical method under dispersion is ____________. 
a. Frequency curve. 
b. Normal curve. 
c. Lorenz curve. 
d. Ogive. 
Answer: C 
105. The point of intersection of the two Ogives is ________________. 
a. Mean. 
b. Median. 
c. Mode. 
d. G.M. 
Answer: B 
106. The mean of 1,2,3,4,5 is_________________. 
a. 1. 
b. 2. 
c. 3. 
d. 4. 
Answer: C 
107. A measure of ______ gives a single representative value for a set of usually unequal 
values. 
a. Dispersion. 
b. Central tendency. 
c. Variation. 
d. Relation. 
Answer: B 
108. In a symmetrical distribution mean median and mode are______________. 
a. Equal. 
b. Unequal. 
c. Zero. 
d. One. 
Answer: A 
109. The mode of 1,5,6,8,5,9,5,8,5 
a. 1 
b. 8 
c. 5 
d. 6 
Answer: C 
110. Median usually lies between ___________. 
a. Mean and mode. 
b. Mean and G.M. 
c. Mean and H.M. 



 

d. G.M and H.M. 
Answer: A 
111. Statistics considers ____________. 
a. A single item. 
b. A set of items. 
c. Either a single item or a set of items. 
d. Neither a single item nor a set of items. 
Answer: B 
112. Number of methods of collection of primary data is _____________. 
a. 2. 
b. 3. 
c. 4. 
d. 5. 
Answer: D 
113. In a bar diagram ____________. 
a. Only height is considered. 
b. Only width is considered. 
c. Both height and width are considered. 
d. Height, width and thickness are considered. 
Answer: A 
114. A time series consist of____________. 
a. Two components. 
b. Three components. 
c. Four components. 
d. Five components. 
Answer: C 
115. The general decline in sales of cotton clothes is attached to the component of the 
time series is ____________. 
a. Secular trend. 
b. Cyclical variation. 
c. Seasonal variation. 
d. All of the above. 
Answer: A 
116. Secular trend is indicative of long term variation towards____________. 
a. Increase only. 
b. Decrease only. 
c. Either increase or decrease. 
d. None of the above. 
Answer: C 
117. Method of least squares to fit in the trend is applicable only if the trend 
is____________. 
a. Linear. 
b. Parabolic. 
c. Both (a) and (b). 
d. Neither (a) nor (b). 
Answer: C 
118. Cyclic variations in a time series are caused by____________. 



 

a. Lockouts in a factory. 
b. War in a country. 
c. Floods in the states. 
d. None of the above. 
Answer: D 
119. Trend in a time series means____________. 
a. Long term regular movement. 
b. Short term regular movement. 
c. Both (a) and (b). 
d. Neither (a) nor (b). 
Answer: A 
120. The terms prosperity, recession, depression and recovery are in particular attached 
to____________. 
a. Secular trend. 
b. Seasonal fluctuations. 
c. Cyclic movements. 
d. Irregular variations. 
Answer: C 
121. An additive model of time series with the components T, S, C and I is____________. 
a. Y=T+S+C*I. 
b. Y=T+S*C*I. 
c. Y=T+S+C+I. 
d. Y=T+S*C+I. 
Answer: C 
122. Moving average method of ascertaining trend is not suitable for____________. 
a. Finding trend values. 
b. Projections. 
c. Both (1) and (2). 
d. Neither (1) nor (2). 
Answer: B 
123. Moving average method suffers from____________. 
a. Loss of information. 
b. The element of subjectivity. 
c. The decision about the number of years in groups. 
d. All of the above. 
Answer: D 
124. Link relatives in a time series remove the influence of____________. 
a. The trend. 
b. Cyclic variation. 
c. Irregular variations. 
d. All the above. 
Answer: A 
125. First difference method for isolating cycles is applicable if observations pertain 
to____________. 
a. Early data. 
b. Quarterly data. 
c. Monthly data. 



 

d. Any data. 
Answer: A 
126. In percentage ratio method of measuring cyclic variations one finds____________. 
a. Actual changes. 
b. Relative changes. 
c. Percent ratio changes. 
d. All the above. 
Answer: C 
127. Reference cycle analysis method of measuring cycles is applicable to____________. 
a. Current time series. 
b. Past time series. 
c. Both (1) and (2). 
d. Neither (1) nor (2). 
Answer: B 
128. To which component of the time series, the term recession is attached? 
a. Trend. 
b. Seasonal. 
c. Cycles. 
d. Random variation. 
Answer: C 
129. If the slope of the trend line is positive, it shows____________. 
a. Rising trend. 
b. Declining trend. 
c. Stagnation. 
d. All of the above. 
Answer: A 
130. The sales of a departmental store on Dushera and Diwali are associated 
With the component of a time series___________________. 
a. Secular trend. 
b. Seasonal variation. 
c. Irregular variation. 
d. Cyclical variation. 
Answer: B 
131. Least square method of fitting a trend is________________. 
a. Most exact. 
b. Least exact. 
c. Full of subjectivity. 
d. Mathematically unsound. 
Answer: A 
132. If the trend line with 1975 as origin is Y = 20.6 + 1.68X, the trend line with 
1971 as origin is___________. 
a. Y = 20.6 + 6.72X. 
b. Y = 13.88 + 1.68X. 
c. Y = 34.61 + 1.68X. 
d. Y = 34.61 – 1.68X. 
Answer: B 
133. Seasonal variation occur at an interval of _______________. 



 

a. 7 years. 
b. 5 years. 
c. 1 year. 
d. 2 years. 
Answer: C 
134. Cyclic fluctuations are caused by______________. 
a. Flood. 
b. War. 
c. Strike. 
d. None. 
Answer: D 
135. The trend can be found by the method of least squares ____________. 
a. If the nature of trend is known. 
b. If the trend is not linear. 
c. If the trend is linear. 
d. If the nature of the trend is unknown. 
Answer: C 
136.The cause of cyclones and floods in time series is associated with the ____________. 
a. Irregular variation. 
b. Cyclical variation. 
c. Seasonal variation. 
d. None of the above. 
Answer: A 
137. Range for the given values 10, 10, 10, 10, 10, 10, is 
a. 0. 
b. 10. 
c. 20. 
d. -10. 
Answer: A 
138.The line obtained by the method of least squares is known as the line of _______. 
a. Best fit. 
b. Correlation. 
c. Regression. 
d. None. 
Answer: A 
139. The range of 5,12,15,7,8 ____________. 
a. 5 
b. 10 
c. 15 
d. 20 
Answer: B 
140. Climate and weather conditions cause _____________. 
a. Cyclic variation. 
b. Seasonal variation. 
c. Secular trend. 
d. Non-secular trend. 
Answer: B 



 

141. Classifying the data on time basis is known as_____________. 
a. Geographical. 
b. Chronological. 
c. Serial. 
d. Calendar. 
Answer: B 
142. Graphs of time series are called________. 
a. Hitorigrams. 
b. Hitograms. 
c. Pie charts. 
d. Bar diagrams. 
Answer: A 
143. _________is not a component of time series. 
a. Secular trend. 
b. Seasonal variation. 
c. Coefficient of variation. 
d. Cyclic variation. 
Answer: C 
144. The sales of crackers in time series is associated with the _________. 
a. Irregular variation. 
b. Cyclical variation. 
c. Seasonal variation. 
d. None of the above. 
Answer: C 
145.The data collected by questionnaires are_____________. 
a. Primary data. 
b. Secondary data. 
c. Published data. 
d. Grouped data. 
Answer: A 
146. Which one of the following is not a sources of secondary data? 
a. Personal contact. 
b. Records. 
c. Journal. 
d. News paper. 
Answer: A 
147. Classification is the process of arranging data in________________. 
a. Columns. 
b. Rows. 
c. Columns and rows. 
d. Ascending order. 
Answer: C 
148. When a population is infinite, the appropriate method is _____________. 
a. Census method. 
b. Sample method. 
c. Both the census and sample method. 
d. Neither census nor sample method. 



 

Answer: B 
149.The maximum sales of the woollen clothes in time series is attached to the ________. 
a. Seasonal variation. 
b. Cyclic variation. 
c. Irregular variation. 
d. None of the above. 
Answer: A 
150. Diagrams and graphs are tools of ________________. 
a. Collection of data. 
b. Analysis. 
c. Presentation. 
d. Classification. 
Answer: C 
 
OTHER IMPORTANT MCQs OF BUSINESS STATISTICS 
1. The specific statistical methods that can be used to summarize or to describe a 
collection of data is called: 
a) Descriptive statistics 
b) Inferential statistics 
c) Analytical statistics 
d) All of the above 
2. The need for inferential statistical methods derives from the need for. 
a) Population 
b) Association 
c) Sampling 
d) Probability 
3. A population, in statistical terms, is the totality of things under consideration. It is the 
collection of all values of the that is under study. 
a) Instance 
b) Variable 
c) Amount 
d) Measure 
4. Non-sampling errors are introduced due to technically faulty observations or during the 
of data. 
a) Processing 
b) Analysis 
c) Sequencing 
d) Collection 
5. Sampling is simply a process of learning about them on the basis of a sample drawn 
from it. 
a) Census 
b) Population 
c) Group 
d) Area 
6. Numerical facts are usually subjected to statistical analysis with a view to helping a 
decision- maker make wise decisions in the face of. 
a) Interpreting 



 

b) Uncertainty 
c) Summarizing 
d) Organizing 
7. In statistics, classification includes data according to the time period in which the items 
under consideration occurred. 
a) Chronological 
b) Alphabetical 
c) Geographical 
d) Topological 
8. Data is simply the numerical results of any scientific . 
a) Analysis 
b) Researches 
c) Observation 
d) Measurement 
9. The process would be required to ensure that the data is complete and as required. 
a) Tabulation 
b) Analysis 
c) Editing 
d) Ordering 
10. A sample is a portion of the population that is considered for study and analysis. 
a) Selected 
b) Total 
c) Fixed 
d) Random 
11. The method of sampling, in which the choice of sample items depends exclusively on 
the judgement of the investigator is termed as . 
a) Convenience sampling 
b) Quota sampling 
c) Systematic sampling 
d) Judgement sampling 
12. Both the sampling as well as the non-sampling errors must be reduced to a minimum 
in order to get as representative a sample of the as possible. 
a) Group 
b) Region 
c) Population 
d) Universe 
13. The larger the size of the population, the should be the sample size. 
a) Smaller 
b) Larger 
c) Accurate 
d) Fixed 
14. When the data is to be processed by computers, then it must be coded and converted 
into the. 
a) English language 
b) Regional language 
c) Statistical language 
d) Computer language 



 

15. A variable is any characteristic which can assume values. 
a) Different 
b) Similar 
c) Fixed 
d) Assumed 
16. The basic objective of a sample is to draw about the population from which such 
sample is drawn. 
a) Conclusion 
b) Characteristics 
c) Inferences 
d) Parameters 
17. In type of classification, the data is grouped together according to some distinguished 
characteristic or attribute, such as religion, sex, age, national origin, and so on. 
a) Quantitative 
b) Chronological 
c) Qualitative 
d) All of the above 
18. A variable is a variable whose values can theoretically take on an infinite number of 
values within a given range of values. 
a) Continuous 
b) Discrete 
c) Random 
d) Both (a) and (b) 
19. A perfect random number table would be one in which every digit has been entered 
a) Chronologically 
b) Sequentially 
c) Randomly 
d) Arbitrarily 
20. The random variables yield categorical responses so that the responses fit into one 
category or another. 
a) Quantitative 
b) Discrete 
c) Continuous 
d) Qualitative 
21. For a sample to be truly representative of the population, it must truly be . 
a) Fixed 
b) Random 
c) Specific 
d) Casual 
22. A is a phenomenon of interest in which the observed outcomes of an activity are 
entirely by chance, are absolutely unpredictable and may differ from response to 
response. 
a) Discrete variable 
b) Continuous variable 
c) Random variable 
d) All of the above 
23. By definition of randomness, each has the same chance of being considered. 



 

a) Possible entity 
b) Probable entity 
c) Random entity 
d) Observed entity 
24. Before any procedures for are established, the purpose and the scope of the study 
must be clearly specified. 
a) Data analysis 
b) Data tabulation 
c) Data collection 
d) Data selection 
25. Adequacy of data is to be judged in the light of the requirements of the survey and the 
geographical areas covered by the data. 
a) Collected 
b) Available 
c) Organized 
d) Tabulated 
26. If the sample is truly representative of the population, then the characteristics of the 
sample can be considered to be the same as those of the _ population. 
a) Fixed 
b) Selected 
c) Random 
d) Entire 
27. Statistical inference deals with methods of inferring or drawing about the 
characteristics of the population based upon the results of the sample taken from the 
same population. 
a) Details 
b) Decisions 
c) Conclusions 
d) Samples 
28. If the sample size is too small, it may not represent the population or the universe as it 
is known, thus leading to incorrect inferences. 
a) Appropriately 
b) Reliably 
c) Homogeneously 
d) Heterogeneously 
29. Editing would also help eliminate inconsistencies or obvious errors due to treatment. 
a) Characteristic 
b) Arithmetical 
c) Calculation 
d) Tabulation 
30. When an investigator uses the data which has already been collected by others, such 
data is called . 
a) Primary data 
b) Collected data 
c) Processed data 
d) Secondary data 



 

31. In the case of the questionnaire method of gathering data, it should be made certain 
that all the questions have been . 
a) Read 
b) Interpreted 
c) Answered 
d) All of the above 
32. provides various types of statistical information of either qualitative or quantitative 
nature. 
a) Sampling 
b) Tabulation 
c) Observation 
d) Editing 
33. In statistics, classification groups the data according to locational differences among 
the items. 
a) Chronological 
b) Geographical 
c) Regional 
d) Alphabetical 
34. The degree of randomness of selection would depend upon the process of selecting 
the items from the . 
a) Population 
b) Region 
c) Sample 
d) Data 
35. A sample is obtained by selecting convenient population units 
a) Random 
b) Quota 
c) Stratified 
d) Convenience 
36. A sample is formed by selecting one unit at random and then selecting additional units 
at evenly spaced intervals until the sample has been formed. 
a) Stratified 
b) Systematic 
c) Judgement 
d) Random 
37. The sampling errors arise due to drawing faulty inferences about the based upon the 
results of the samples. 
a) Sample 
b) Survey 
c) Population 
d) Census 
38. A summary measure that describes any given characteristic of the population is known 
as a 
a) Parameter 
b) Information 
c) Inference 
d) Statistics 



 

39. means separating items according to similar characteristics and grouping them into 
various classes. 
a) Tabulation 
b) Editing 
c) Separation 
d) Classification 
40. is one which is collected by the investigator himself for the purpose of a specific 
inquiry or study. 
a) Secondary data 
b) Primary data 
c) Statistical data 
d) Published data 

BUSINESS STATISTICS 
EXPECTED MCQs FOR EXAM 

 

1. In a normal distribution, mean (m) ± 3s (3 standard deviation) 
limits contains approximately – 
a) 99.73% of the observations, 
b) 99.27% of the observations,  
c) 96% of the observations,  
d) 95% of the observation.  
Ans : a 
 
2. Half percent of the letters mailed in a city have incorrect address. 
Out of 200 such letters mailed in a day, the probability of finding at 
most 3 incorrect address is –  
a) 3e/8,  
b) 3/3e-1,  
c) 1/63-1,  
d) 5/2e-1.  
Ans : b  
3. If X is a random variable normally distributed with mean u and 
variance s2, then the mean deviation about mean is given by –  
a)1/2π, 
b) 2/π,  
c) σ/2π,  
d) 2σ  
Ans : a  
4. The level of significance is the probability of committing –  
a) Type I error,  
b) Type II error,  
c) Standard error,  
d) Probable error.  
Ans : a  



 

5. Which of the following tests is used to test a hypothesis about the 
mean of a univariate normal distribution with unknown variance?   
a) Normal test,  
b) Student’s test, 
c) Paired t-test,  
d) Chi-square test.  
Ans : b  
6. Mean and variance of Binomial distribution are –  
a) m and s2, 
b) m and nq,  
c) m and np,  
d) np and npq.  
Ans : d  
7. “Two or more events are called mutually exclusive, if the 
occurrence of any one of them excludes the occurrence of the other”. 
This statement is given by –  
a) M S Roy,  
b) Morris Hamburg,  
c) Murray Spiegel,  
d) Emile Bovel.  
Ans : c  
8. The probability of the happening of anyone of the several equally 
likely events is the ratio of the number of events favourable to it to the 
total number of –  
a) Possible errors,  
b) Impossible errors, 
c) Possible events,  
d) all of these.  
Ans : c  
9. The ……………………… that one of the several mutually exclusive 
events X1, X2, X3, ……….., Xn, shall happen is the sum of the 
probabilities of the individual events.  
a) Regression analysis,  
b) Correlation analysis,  
c) Probability,  
d) Error.  
Ans : c 
10. ……………….. is an act or process which leads to a single definite 
outcome.  
a) Simple experiment,  
b) Exhaustive event,  
c) Sampling,  
d) Manipulation.  
Ans : a 
11. Probability theory does not include –  



 

a) Mathematical expectations,  
b) Conditional probability, 
c) Correlation analysis,  
d) Bernoulli’s process.  
Ans : c  
12. Which of the following is /are characteristics of Poisson distribution?  
a) Main parameter (m) = np,  
b) Value of p and q,  
c) Discrete distribution, 
d) all of the above. 
Ans : d   
13. If A and B are two mutually exclusive events, then probability that 
either of the two events will appear is the sum of their –  
a) Individual probabilities,  
b) Likely events,  
c) Entire population,  
d) None of the above.  
Ans : a  
14. From a well shuffled pack of 52 cards, a card is selected at random. 
Find the probability that it sis a black coloured card. 
a) ¼,  
b) 26/36,  
c) ½,  
d) 1/3.  
Ans : c  
15. If p=q= ½ , the frequency distribution will be –  
a) Perfectly symmetrical,  
b) Non-perfectly symmetrical,  
c) Zero,  
d) +1.  
Ans : a  
16. Distributions which are not obtained by actual observations but 
are deduced mathematically under certain definite hypothesis or 
assumptions are called –  
a) Correlation analysis,  
b) Theoretical frequency distribution, 
c) Regression analysis,  
d) Mean and average.  
Ans : b  
17. Binomial distribution is a discrete probability distribution which 
expresses probability of one set of dichotomous alternatives known as 
–  
a) mode,  
b) Success and failure,  
c) Correlation analysis,  



 

d) all of these.  
Ans : b  
18. Frequency distribution includes –  
a) Binomial distribution,  
b) Poisson distribution,  
c) Normal distribution,  
d) all of these.  
Ans : d  
19. Size of the binomial distribution depends on –  
a) Value of X and Y,  
b) Value of Z and B,  
c) Value of p and q,  
d) Value of ‘t’.  
Ans : c  
20. Binomial distribution was developed by –  
a) Marshal,  
b) Fisher,  
c) Jacob Bernoulli,  
d) Bordington.  
Ans : c  
21. The density function is a measure of the concentration of 
probability within –  
a) Limit,  
b) Interval,  
c) Distribution,  
d) Probability theory.  
Ans : b 
22. If in a binomial distribution P is very small and n is very large but 
n P = m, i.e. expected or mean value of binomial distribution is not 
negligible, it approximates closely to the –  
a) Regression analysis,  
b) Correlation analysis,  
c) Poisson distribution,  
d) Mean.  
Ans : c  
23. Which of the following is /are characteristic of Poisson distribution? 
a) Discrete distribution,  
b) Value of p and q,  
c) Main parameter (m) = nP,  
d) all of these.  
Ans : d  
24. Six dice are thrown 729 times. How many times do you expect the 
dice to show five or six?  
a) 160, 
b) 130,  
c) 233,  



 

d) 270.  
Ans : c.  
25. Probability density function gives the rate at which the …………. 
Would accumulate if we were to sweep from left to right on the axis of 
the value of continuous random variable.  
a) Mean,  
b) Average,  
c) Probability,  
d) Mode.  
Ans : c  
26. The incidence of  occupational disease in an industry is such that 
the workers have 20% chance of suffering from it. What is the 
probability that out of 6 workers 4 or more will contact disease?  
a) 3/69,  
b) 39/139,  
c) 160/139,  
d) 53/3125.  
Ans : d  
27. Suppose that in a box of 80 bulbs packed, the mean number of 
defects per box is 0.3. What per cent of bulbs will have no mistake?  
a) 30%,  
b) 74%,  
c) 12%,  
d) 120%.  
Ans : b  
28. The probability that a college student will be graduate is 0.4. What 
will be the probability that out of the 5 students, none will be 
graduate?  
a) 0.333,  
b) 0.0777,  
c) 0.562,  
d) 0.427.  
Ans : b  
29. A and B play a game in which A’s chance of winning is 3/5. In a 
series of 6 games, what is the chance that A will win atleast 4 games?  
a) 54,  
b) 50,  
c) 45,  
d) 90.  
Ans : a  
30. Find the probability that in a family of 4 children there will be 
atleast one boy. Assume that the probability of a male birth is ½.  
a) 7/8,  
b) 3/9,  
c) 15/16,  



 

d) 1/9  
Ans : c  
31. Correlation implies that-  
a) The effect of correlation is to reduce the range of uncertainty of our 
prediction,  
b) Between two series or groups of data there exists some causational 
connections, 
c) The whole subject of correlation refers to inter-relation between 
separate character by which they tend, in some degree atleast, to move 
together,  
d) all of the above.  
Ans : d  
32. Degree of correlation includes – 
a) Perfect correlation,  
b) Absence of correlation, 
c) Limited degree of correlation,  
d) all of the above.  
Ans : d  
33. Which of the following can be used to determine correlation?  
a) Simple graphical method,  
b) Karl Pearson’s coefficient, 
c) Least square method,  
d) all of the above.  
Ans : d  
34. Which of following is / are characteristics of Karl Pearson’s 
coefficient of correlation? 
a) Indication of degree,  
b) Indicator of the direction, 
c) A satisfactory measure,  
d) all of these.  
Ans : d  
35. Assumptions of Karl Pearson’s Coefficient of correlation includes –  
a) Normality,  
b) Cause and effect relationship, 
c) Liner nature,  
d) all of the above.  
Ans : d  
36. The value of Karl Pearson’s Coefficient of correlation can be –  
a) ± 1,  
b) ± 2,  
c) 0,  
d) ±0.5  
Ans : a  



 

37. ………………..defines the limits above and below the size of the 
coefficient determined within which, there is an equal chance that 
coefficient, similarly calculated from other samples will fall.  
a) Standard error,  
b) Correlation error, 
c) Probable error,  
d) Average error.  
Ans : c  
38. The ……………. Error of correlation is an amount which if added to 
and subtracted from the average correlation coefficient produces 
amounts within which the chances are even that a coefficient of 
correlation from a series error selected at random will fall.  
a) standard,  
b) Probable,  
c) Average,  
d) Sample.  
Ans : b  
39. R1.23 is –  
a) Regression analysis,  
b) Sample correlation, 
c) Multiple correlation,  
d) Partial correlation.  
Ans : c  
40. If r12 =0.9, r13 = 0.75, r23 = 0.7, find R1.23-  
a) 0.916,  
b) 0.36,  
c) 0.39,  
d) 0.691.  
Ans : a  
41. It is often more important to find out what the relation actually is, 
in order to estimate or produce one variable, and the technique 
appropriate to such a case is called –  
a) Correlation analysis,  
b) Mean, 
c) Regression analysis,  
d) median.  
Ans : c  
42. While correlation analysis tests the …………… with which two or 
more phenomena covary, regression analysis measures the nature 
and extent of this relation, this enabling as to make prediction.  
a) Closeness,  
b) Realization,  
c) Separation,  
d) Validation.  
Ans : a  



 

43. A line used to estimate the value of one variable from the value of 
the other consists of a line through the points, drawn in such a manner 
as to represent the average relationship between the two variables is 
known as –  
a) Correlation,  
b) Average,  
c) Regression,  
d) Sampling.  
Ans : c  
44. Regression equation of x on y can be –  
a) y = a + bx,  
b) x = a + by,  
c) y = a + bx2 + cx  
d) x = a + b  
Ans : b 
45. In a sample of 400 books, 172 were Economics books. Estimate 
the population proportion at 95% confidence levels –  
a) 43% to 12%,  
b) 47.8% to 38.1%,  
c) 9% to 15%,  
d) 12% to 20%.  
Ans : b  
46. Z-test is a-  
a) student’s t-test,  
b) Fisher’s Z-test,  
c) Fisher’s t-test,  
d) Student’s Z-test.  
Ans : b  
47. χ2 is a-  
a) Mean square test,  
b) Correlation test,  
c) Chi-square test,  
d) X-test.  
Ans : c  
48. χ2 is tested by –  
a) Bordington,  
b) C H Meyers,  
c) Prof. Chi-Square,  
d) Karl Pearson.  
Ans : d  
49. Which of the following is the application of χ2 test?  
a) Test of freedom,  
b) Test concerning the variance of a normal distribution, 
c) Test of goodness of fit,  
d) all of the above.  



 

Ans : d  
50. The frequency distributions are –  
a) binomial,  
b) poisson,  
c) normal,  
d) all of these.  
Ans : d 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

UNIT-6   MARKETING MANAGEMENT 
1. Labeling, packaging are associated with: 

a) Price mix 

b) Product mix 

c) Place mix 

d) Promotion mix 

2. set(s) the floor for the price that the company can charge for its product. 

a) Supply 

b) Demand 

c) Costs 

d) Nonprofit factors 

3. Companies facing the challenge of setting prices for the first time can choose between two 

broad strategies: market-penetration pricing and _ . 

a. Market-level pricing 

b. Market-competitive pricing 

c.Market-skimming pricing 

d. Market-price lining 

4. In the maturity phase of the PLC, a marketing manager should consider: 

dropping the product and moving on to the next product winner. 

Modifying the market, product, and marketing mix. 

Expanding R & D. 

Pricing to penetrate the market. 

5. The stage of the PLC characterized by overcapacity, greater competition, and the eventual 

elimination of weaker competitors is called the: 

Decline stage. 

Introduction stage. 

Growth stage. 

Maturity stage. 

6. Which of the product is in the decline stage of PLC? 

HD TVs 

Tata Salt 

I- phone 

Music CDs 

7. Which of the following is not a type of decision usually made during the product 

development stage? 

Branding 

Product positioning 

Packaging 

Product screening 

8. All of the following are different ways a firm can obtain new products, except which one? 

By acquiring a whole new company 

A firm can obtain a new product through patents 

A firm can obtain a new product by licensing someone else's new product 

A firm can obtain a new product by using the R&D department of other firms in the 

same industry. 

9. Original products, product improvements, product modifications, and new brands that a 

firm 

develops through its own research and development efforts are called: 

new products. 



 

concept products. 

altered products. 

supplemental products. 

10. To create successful new products, a company must understand consumers, markets, & 

competitors and: 

Develop a great advertising campaign.  

Have a strong Web site to push the product.  

Adopt a push rather than pull promotional concept. 

Develop products that deliver superior value to consumers. 

11. is screening new-product ideas in order to spot good ideas and Drop poor ones as soon as 

possible: 

Idea generation 

Concept development and testing 

Idea screening 

Brainstorming 

12. A is a detailed version of the idea stated in meaningful 

Consumer terms. 

Product idea 

Product image 

Product concept 

Product feature 

13. If a company wishes to test its positioning strategy, advertising, distribution, pricing, 

branding and packaging, and budget levels, it can do so during which of the following stages 

of the new-product development process? 

Commercialization 

Test marketing 

Product development 

Concept testing 

14. Sterilization packaging systems have an impact on: 

Instruments 

Healthcare acquired infection 

Healthcare costs 

All of the above 

15. All of the following are accurate descriptions of reasons why new products fail, except 

which one? 

Although the market size was correctly estimated, the product idea itself was not good. 

The actual product was not designed as well as it should have been. 

The new product was priced too high. 

The new product was advertised poorly. 

16. Which of the following is NOT a price adjustment strategy? 

Segmented pricing 

Promotional pricing 

Free samples 

Geographical pricing 

17.Differentiation in pricing for various geographical customer 

Price skimming 

Psychological pricing 

Pricing variations 

Geographical pricing 



 

18. When Pepsi came out with Pepsi Blue and priced it at half price to attract buyers they 

were using,  

Pepsi was using _ . 

Market-skimming pricing 

Market-penetration pricing 

New-product pricing 

Discount pricing 

19. is a period of market acceptance and increasing profits. 

Product development 

Maturity 

Growth 

Introduction 

20. begins when the company finds and develops a new-product idea. During product 

development, sales are zero and the company's investment costs mount. 

Introduction 

Growth 

Maturity 

Product development 

21. Technological advances, shifts in consumer tastes, and increased competition, all of which 

reduce demand for a product, are typical of which stage in the PLC? 

Decline stage 

Introduction stage 

Growth stage 

Maturity stage 

22. A „penetration pricing‟ strategy will set an initially high price to „cream off‟ as much 

revenue as possible from the early purchasers. 

True 

False 

23. Original products, product improvements, product modifications, and new brands that a 

firm develops through its own research and development efforts are called: 

New products. 

Concept products. 

Altered products. 

Supplemental products. 

24. As a product reaches its decline stage of the PLC, management may decide to 

the product, which means reducing various costs and hoping that sales 

hold up. 

drop 

harvest 

cultivate 

25. The stage in the product life cycle that focuses on using a cost-plus formula and creating 

product awareness and trial is the: 

decline stage. 

introduction stage. 

Growth stage. 

maturity stage. 

26. The stage in the product life cycle where the strategic focus is on market penetration and 

building intensive distribution is the: 

decline stage. 

introduction stage. 



 

Growth stage. 

maturity stage 

27. One of the challenges presented by the product life cycle for a product is that of new-

product 

development. 

True 

False 

28. One study found that the number one success factor for new-product introduction is a 

unique, 

superior product. 

True 

False 

29. Idea screening is generally recognized to be the first step in the new-product development 

process. 

True 

False 

30. In terms of the PLC, the growth stage is a period of rapid market acceptance and 

increasing 

profits. 

True 

False 

31. If a company were to change characteristics of the product such as quality, features,or 

style, it would most likely do this in the maturity phase of the product life cycle. 

True 

False 

32. Introducing the new product into the market takes place in which stage of the new product 

development process? 

commercialization  
Test marketing  

Marketing strategy 

Product development 

33. Looking at the sales history of similar products and surveying market opinion are tools 

used at which stage in the new-product development process? 

concept development and testing 

commercialization  

Business analysis 

marketing strategy development 

34. Presenting new-product ideas to consumers in symbolic or physical ways to measure their 

reactions occurs during which of the following stages? 

idea generation 

concept testing 

marketing strategy 

screening 

35. A is a detailed version of the idea stated in meaningful consumer 

terms. 

product idea 

product image 

product concept 

product feature 

36. One reason that idea screening is a critical stage in the new-product development process 



 

is that: 

Product-development costs rise greatly in later stages and the company only wants those 

products that can succeed. 

Competitors can quickly steal ideas so the company wants only those ideas that can be 

protected with patents. 

International competition and markets demand that all ideas be culturally sensitive. 

The Federal government carefully monitors each company‟s idea screening process to make 

sure no national security matters are at stake. 

37. The systematic search for new-product ideas is characteristic of which stage in the 

newproduct development process? 

idea screening 

concept development and testing 

idea generation  

Business analysis 

38. To achieve the marketing objectives for the brand and satisfy the desires of consumers, 

the and functional components of packaging must be chosen correctly. 

characters 

logo 

aesthetics 

brand name 

39. A label performs several functions for a product. These include all of the following 

EXCEPT. 

grades  

promotes 

describes 

classifies 

40. To be branded, physical products must be differentiated. 

True 

False 

41. Packaging is all the activities of designing and producing the container for a product. 

True 

False 

42. Packaging has been called the fifth “P” by marketers because it can be an element of 

product strategy. 

True 

False 

43. Labels can identify the product and must contain legal statements that under various 

Federal laws cannot be misleading, false, or deceptive. 

True 

False 

44. involves designing and producing the container or wrapper for a product. 

Packaging 

Product line 

Service 

Branding 

45. Like New Products wants to improve its packaging after reading customer responses to its 

customer opinion poll. Which is not a function of packaging? 

Its purpose is to contain and protect the product. 

It contains the brand mark. 

It protects children. 



 

It determines product quality. 

46. At the very least, the identifies the product or brand. It might also describe several 

things about the product. 

line extension 

social marketing 

label 

specialty product 

47. Some analysts see as the major enduring asset of a company, outlasting the company‟s 

specific products and facilities. 

brands  

convenience products  

specialty products 

unsought products 

48. Chicken of the Sea brand tuna sells more than the same size Kroger brand tuna even 

though the Kroger tuna costs Rs.0.15 less per can. This is known as brand . 

extension 

equity 

specialty 

service 

49. Branding assists buyers in numerous ways. Which of the following is not a direct 

consumer benefit derived from branding? 

Brand names raise awareness and increase consumer interest. 

Brand names increase shopper efficiency. 

Brand names convey product quality. 

Branding enables suppliers to attract loyal and profitable set of customers. 

50. What elements constitute a brand? 

Name, design, style, words or symbols, singly or collectively that distinguish one product 

from another. 

Design, style, or symbols, singly or collectively that distinguish one product from another. 

Name, design, style, words or symbols that distinguish one product from another. 

Name, words or symbols, singly or collectively that distinguish one product from another. 

51. At the introduction stage of the Product Life Cycle (PLC), which of the following are the 

marketer‟s two main priorities? 

Launch planning and creating shelf space. 

Generating awareness and stimulating responses. 

Launch planning and generating awareness. 

Creating shelf space and generating awareness. 

52. In the growth stage of a product life cycle which of the following statements are 

applicable? 

1) There is a rapid increase in sales. 

2) Effects of repeat purchasing are seen. 

3) Increased competitor activity is found. 

4) Profits begin to rise. 

5) Good product management is required. 

Options 

1,2,3,4 

1,3,4,5, 

1,2,3,4,5, 

1,2,3,5, 

53. Which of the following is NOT a method of idea generation? 



 

Morphological analysis. 

Synthetics. 

Synetics. 

54. Launching a product in a small part of the market is called: 

Competitive response. 

Competitive analysis. 

Test marketing 

55. Starting with one or two areas and then adding new regions to the distribution area is 

called: 

Rolling launch. 
Sprinkler strategy. 

Test marketing. 

56. Which of the following is not a stage in the product life cycle? 

Introduction. 

Withdrawal. 

Growth. 

Maturity. 

57. Of the following, which statement(s) would not support a market-skimming policy for a 

new product? 

The product's quality and image support their higher prices 

Enough buyers want the products at that price 

Competitors are not able to undercut the high price 

Competitors can enter the market easily 

58. Choosing a price based upon its short-term effect on current profit, cash flow, or return on 

investment reflects which of the following pricing objectives? 

current profit maximization 

product quality leadership 

market share leadership 

survival 

59. Pricing to cover variable costs and some fixed costs, as in the case of some automobile 

distributorships that sell below total costs, is typical of which of the following pricing 

objectives? 

current profit maximization 

product quality leadership 

market share leadership 

survival 

60. If a company believes that the company with the largest market share will enjoy the 

lowest costs and highest long-run profits, that company will probably choose which of the 

following pricing objectives as their primary course of action? 

current profit maximization 

product quality leadership 

market share leadership 

survival 

61. pricing is the approach of setting a low initial price in order to attract a large 

number of buyers quickly and win a large market share. 

Market-skimming 

Value-based 

Market-penetration 

Leader 

62. Freight-absorption pricing is used for and . 



 

Services; installations 

Market penetration; holding on to increasingly competitive markets 

Market penetration; higher profit margins 

holding on to increasingly competitive markets; higher profit margins 

63. PoolPak produces climate-control systems for large swimming pools. The company's 

customers are more concerned about service support for maintaining a system than its initial 

price. PoolPak may use this knowledge to become more competitive through . 

Value pricing 

Target costing 

Cost-plus pricing 

Skimming pricing 

64. Which of the following is not a price adjustment strategy? 

Seasonal pricing 

segmented pricing 

Free samples 

Geographical pricing 

65. Which of the following statements about break-even analysis is true? 

It is a technique marketers use to examine the relationship between supply and demand It 

is a technique used to calculate fixed costs 

It is calculated using variable costs, the unit price, and fixed costs 

It determines the amount of retained earnings a company will have during an accounting 

period 

66. Big Mike's Health Food Store sells nutritional energy-producing foods. The price of the 

products sold varies according to individual customer accounts and situations. For example, 

long-time customers receive discounts. This strategy is an example of . 

Cost-plus pricing 

Penetration pricing 

Dynamic pricing 

Everyday low pricing 

67. Which of the following is not an effective action that a company can take to combat a 

competitor's price cut on a product? 

Launch a low-price "fighter brand" 

Improve quality and increase price 

Raise perceived value 

Improve quality and decrease price 

68. Magic Box Company wants to provide better customer service while trimming 

distribution 

costs through teamwork, both inside the company and among all the marketing channel 

organizations. Magic Box is thinking of . 

Disintermediation 

Integrated logistics management 

Customer relationship management 

Vendor-managed inventory 

69. Company building its pricing strategy around the experience curve would be most likely 

to. 

Engage in break-even pricing 

Engage in value-added pricing 

Price its products high 

Price its products low 

70. Low-interest financing and longer warranties are both examples of . 



 

Allowances 

Promotional pricing 

Discounts 

Segmented pricing 

71. Typically producers who use captive-product pricing set the price of the main product 

and set on the supplies necessary to use the product. 

High; low markups 

High; high markups 

Low; low markups 

Low; high markups 

72. A car maker's strategy of advertising a basic vehicle model with few conveniences and 

comforts at a low price to entice buyers and then convincing customers to buy higher-priced 

models with more amenities is an example of which of the following? 

Captive product pricing 

Optional product pricing 

Product line pricing 

Segmented pricing 

73. While costs set the lower limit of prices, and set the upper limit. 

Price and value 

Interest rates and inflation 

Market and demand 

Supply and demand 

74. What is value-based pricing? 

Companies base their prices on buyers' perceptions of value, not their own costs 

Offering just the right combination of quality and good service at a fair price 

Companies set prices to make a target profit and to get some value for their production and 

marketing efforts 

Companies set prices to break-even on production and marketing costs 

75. Price is a major factor affecting buyer choice that goes by many names, such as . 

Assessments, commissions, dues and fees 

Rent, salaries, tuition and wages 

Honoraria, interest, income taxes and premiums 

All of the above 

76. Which of the following is not one of the general pricing approaches? 

Competition-based 

Cost-based 

Relationship pricing 

Penetration pricing 

Value-based 

77. If an abattoir sold offal to a pet food manufacturer and hence reduced the costs of the final 

price of the meat to consumers, this would be an example of pricing strategy. 

Bundle 

By-product 

Optional 

Captive 

78. Pricing products that must be used together with a main product is called _ product 

pricing. 

By-product 

Optional 

Bundle 



 

Captive 

79. Price elasticity of demand means . 

How much demand will change in response to a price change? 

The higher the price, the lower the demand 

That demand changes greatly with a small increase in price 

That demand hardly changes with a small increase in price 

80. Which of the following is not one of the product mix and service mix pricing strategies? 

Bundle 

By-product 

Product line 

Complementary 

82. costs do not vary with production levels or sales levels. 

Total 

Variable 

Fixed 

All of the above 

None of the above 

83. The objective of price can be: 

Profit 

Market share 

Cash Flow 

All the above 

None of the above 

82. Mark up pricing is a pricing & geographical pricing is a . 

Method, strategy 

Strategy, method 

Process, policy 

Policy, process 

None of above 

83. The three layers of packaging are: 

Primary, Secondary & tertiary packaging 

Primary, Secondary & shipping packaging 

Shipping, inner & outer packaging 

None of above 

84. Sales are declining, profits are also declining & competition is increasing. These indicate 

that the product may be in: 

Introduction stage 

Decline stage 

Growth stage 

Maturity stage 

All of above 

85. The term brand equity refers to: 

The value attached to the brand 

The financial value of a company's brand 

It's level of popularity 

All of above 

86. Companies can create brand equity for their products by making them . 

Memorable, 

Easily recognizable 

Superior in quality 



 

Reliability 

All of above 

87. A brand name is one of the elements of the: 

Discounted product 

Core benefit 

Augmented product 

Actual product 

88. Identify the commercialization decision which includes decisions regarding locality, 

region, 

nationally or even internationally launching the product. 

Why to launch the product? 

How to launch the product? 

Where to launch the product? 

When to launch the product? 

89. Which of the following is the leak-proof packaging that provides additional protection for 

the primary container? 

Primary packaging 

Secondary packaging 

Transport packaging 

Decorative 

90. Gift baskets are the example of which one of the following types of packaging? 

Decorative 

Secondary 

Shipping 

Primary 

91. The label on a pack of frozen peas says, 'packed within an hour of picking'. These words 

are used: 

To promote the product 

To satisfy legal requirements 

To provide information 

To fulfill ethical requirement 

92. Packaging used for the ice creams is an example of which of the following? 

Decorative packaging 

Transport packaging 

Secondary packaging 

Primary packaging 

93. Which of the following is a name, term, sign, symbol, design, or a combination of these, 

that identifies the product or service? 

Label 

Co-brand 

Brand 
Product 

94. The concept of price is central to: 

Administration 

Management 

Macroeconomics 

Microeconomics 

95. Which of the following marketing mix element generates revenue? 

Promotion 

Price 



 

Place 

Product 

96. ABC Company priced the product as of Rs. 19.99 instead of Rs.20. Which of the 

following pricing techniques is ABC Company using? 

Dodging pricing 

Deceptive pricing 

Premium pricing 

Psychological pricing 

97. To pay premium price for the product customers require: 

Allowance 

Flawless performance 

Discounts 

High promotion, 

98. Which of the following is NOT an objective of discounts? 

Reward valuable customers 

Reward competitors 

Move out-of-date stock 

Increase short-term sales 

99. 3/10 net 30 is an example of which of the following? 

Seasonal discount 

Trade discount 

Quantity discount 

Cash discount 

100. A company is providing warehousing facility to its channel members. The company is 

using which of the following? 

Seasonal discount 

Trade discount 

Quantity discount 

Cash discount 

101. To attract customers into stores, the store advertises its milk at a price less than cost, 

hoping that customers will purchase other groceries as well. Milk is acting as which of the 

following? 

Premium item 

On- sale item 

Discounted item 

Loss leader 

102. Many companies try to set a price that will maximize current profit. This strategy 

assumes that company has knowledge of it‟s: 

Cost and production function 

Revenue and cost function 

Demand and market function 

Demand and cost function 

103. Which one of the following 4Ps of marketing mix involves in decisions regarding list 

prices, discounts, allowances and payment periods or credit terms? 

Product 

Price 

Place 

Promotion 

104. Identify the stage of product life cycle in which sales are at peak. 

Introduction 



 

Growth 

Maturity 

Decline 

105. Which of the followings are considered defensive in nature? 

Maturity and growth stage 

Maturity and decline stage 

Introduction and maturity stage 

Introduction and growth stage 

106. Standard Cable cut back advertising expenditures to minimum level and reduced the 

number of channel members for its industrial cable product. These actions are indicative of 

a product in which of the following stage of its life cycle? 

Introduction 

Growth 

Maturity 

Decline 

107. Highest percentage of ideas for new products originates with/from which of the 

following 

sources? 

Top management 

Customers 

Competitors 

Employees 

108. Which of the following are the people who purchase new products almost as soon as the 

products reach the market? 

Innovators 

Late majority 

Early majority 

Late adopters 

109. Which of the following is NOT one of the stages that customers go through in the 

process of adopting a new product? 

Desire 

Awareness 

Evaluation 

Interest 

110. Using one brand name for several related products is known as which of the following? 

Family branding 

Group branding 

Combination branding 

Premium branding 

111. Which of the following price is quoted to a potential buyer, usually in written form? 

Wholesale price 

Market price 

List price 

Retail price 

112. Mr. A, marketer of XYZ Co. is selling his ice-cream in the market at Rs.20, 20% more 

than his competitors‟ price. Still his sales are increasing. Now his aim is to maintain same 

pricing. He enjoys which type of leadership? 

Promotion leadership 

Price leadership 
Cost leadership 



 

Product leadership 

113. Market-penetration pricing will likely to be used most in selling which of the following 

items? 

Specialty 

Convenience 

Unsought 

Pharmaceuticals 

114. Customer cost will be considered as which of the following Ps of marketing mix? 

Product 

Price 

Place 

Promotion 

115. Suppose Nestle wants to expand its line of food products. The managers conduct surveys 

from customers to determine which food items would appeal to customers. Nestle is 

currently in which of the following phase of new product development? 

Idea generation 

Idea screening 

Test marketing 

Business analysis 

116. Which of the following stage of product life cycle is most expensive? 

Introduction 

Growth 

Maturity 

Decline 

117. All of the following are true about price EXCEPT: 

Price is independent of the other elements of the marketing mix 

Price is the monetary value of a product 

Price is most flexible tool in the marketing mix 

Price is marketing mix element which produces revenue 

118. Which of the following is price reduction offered when an order is placed in 

slack/drooping period?  

Cash discount 

Trade discount 

Quantity discount 

Seasonal discount 

119. Surf Excel was named to take the benefit of the existing brand value of Surf. This 

strategy can be classified as strategy. 

Brand growth 

Brand extension 

Branding 

Brand level 

120. Though “Pizza Huts” are located in posh, air- conditioning premises, they continue to 

call themselves as “Pizza Huts”. This is to take advantage of 

Local sentiment of wanting to eat in huts 

Brand value 

Brand recognition 

Brand extension 

121. A is an elaborated version of the idea expressed in consumer terms. 

test brand 

product concept 



 

product idea 

new idea 

122. Gillette Venus Embrace can best be described as , rather than either a 

repositioning or a new-to-the-world product. 

Improvements and revisions of existing products 

new product lines 

additions to existing product lines 

cost reductions product 

adaptations 

123. In , consumers who initially try the product at no cost are reoffered the product, or a 

competitors' product, at slightly reduced prices. 

simulated test marketing 

commercialization 

sales-wave research 

controlled test marketing 

124. calls for finding 30 to 40 qualified shoppers and questioning them 

about brand familiarity and preferences in a specific product category. 

Sales-wave research 

Focus group research 

Controlled test marketing 

Simulated test marketing 

125. The ultimate way to test a new consumer product is to put it into full-blown . 

test markets  

screening 

sales-wave research 

controlled test marketing 

126. Your firm has chosen a few representative cities, and the sales force tries to sell the trade 

on carrying the product and giving it good shelf exposure. The company puts on a full 

advertising and promotion campaign. Total costs exceed Rs.1 million. Your firm has 

decided to conduct a . 

business analysis. 

commercialization. 

test market 

controlled test market. 

127. NPD stands for: 

New Product Department. 

National Production Division. 

New Product Development. 

128. Providing a description of a product and its attributes and inviting comment from 

consumers is called: 

Attribute testing. 

Market testing 

Concept testing. 

129. What are the two ways that a company can obtain new products? 

new-product development and acquisition 

market mix modification and research and development internal development and merger 

line extension and brand management 

service development and product extension 

130. Which of the following is not a potential cause of the failure of a new product? 

an incorrectly positioned product 



 

An underestimated market size 

ineffective advertising 

higher than anticipated costs of product development a poorly designed product 

131. The creation of a successful new product depends on a company's understanding of its 

and its ability to deliver to customers.  

product life cycle, legal responsibilities, and social responsibilities; innovations competitors, 

a. distributors, and employees;  

b. new styles product, marketing mix, and marketing strategy;  

c. functional features customers, brands, products;  

d. customers, competitors, and markets; superior value 

132. Executives, manufacturing employees, and salespeople are all examples of . 

core members of innovation management systems 

internal sources for new-product ideas 

research and development team members 

external sources for new-product ideas 

133. Your firm wants to use external sources for new product ideas. After consulting with a 

friend you learn that all of the following are common external sources except . 

competitors suppliers trade 

shows and magazines 

the firm's executives 

customers 

134. ABC has just brainstormed a large number of ideas for adding new products and services 

after visiting several buying fairs. The owners will begin the first idea-reducing stage, 

called , to arrive at a realistic number to adopt. 

idea generation 

concept development 

product concept 

idea screening 

135. In the concept testing stage of new-product development, a product concept in 

form is presented to groups of target consumers. 

final commercial 

prototype 

physical or symbolic 

market- tested 

136. After concept testing, a firm would engage in which stage in developing and marketing a 

new product? 

marketing strategy development 

idea screening 

product development test marketing 

business analysis 

137. During which stage of new-product development is management most likely to estimate 

minimum and maximum sales to assess the range of risk in launching a new product? 

marketing strategy development 

business analysis  

test marketing 

concept testing 

138. In the stage of new-product development, products often undergo rigorous tests 

to make sure that they perform safely and effectively or that consumers will find value in 

them. 

concept development and testing 



 

product development 

business analysis idea generation 

marketing mix 

139. Under what circumstances might it be wise for a company to do little or no test 

marketing? 

When management is not sure of the marketing program. 

When the costs of developing and introducing the product are low. 

When the product has no substitutes and is new in its category. 

When management is not sure of the product. 

140. The major purpose of test marketing is to provide management with the information 

needed to make a final decision about . 

whether to launch the new product 

which market to compete in how to 

develop a market strategy 

how long to compete in the market 

141. Which of the following costs is most likely associated with the commercialization stage 

of new-product development? 

paying groups of target consumers for product feedback 

developing a prototype of the product identifying 

target markets 

building or renting a manufacturing facility 

142. Which of the following is necessary for successful new-product development? 

a market pioneer mindset and a holistic approach 

a customer- centered, team-based, systematic approach 

an innovation management system and sequential product development 

a team-based, innovation-management approach a holistic and 

sequential product development approach 

143. Increasing profits will most likely occur at which stage of the PLC? 

Introduction 

Growth 

Maturity 

Decline 

145. Which of the following cannot be described by the PLC concept? 

product form 

style 

product image 

brand 

146. The PLC concept can be applied by marketers as a useful framework for describing how. 

Product ideas are developed 

Products and markets work 

To develop marketing strategies 

Concept testing is conducted 

147. In the stage, the firm faces a trade-off between high market share and high 

current profit. 

maturity 

Introduction 

Growth 

Decline 

148. In which stage of the PLC will promotional expenditures be high in an attempt to react to 

increasing competition? 



 

decline 

maturity 

Introduction 

Growth 

149.. Which stage in the PLC normally lasts longer and poses strong challenges to the 

marketing managers? 

decline 

maturity 

Introduction 

Growth 

150. Most products in the marketplace are in the stage of the product life cycle. 

maturity 

decline 

Introduction 

Growth 

151. Sales decline in the decline stage of the PLC because of technological advances, 

increased competition, and . 

shifts in the economy 

shifts in consumer tastes and preferences 

new market pioneers shifts in unemployment marketing 

mix modifications 

152. A manufacturer with a product in the decline stage of the product life cycle might decide 

to if it has reason to hope that competitors will leave the industry. 

harvest the product 

maintain the product without change 

drop the product search 

for replacements 

153. Mattel's Barbie is an example of an age-defying product. Barbie, simultaneously timeless 

and trendy, is in the stage of the PLC. 

Growth 

Introduction 

Maturity 

Decline 

154. Schmidt Steel Corporation lacks the confidence, capital, and capacity to launch its new 

steel product into full national or international distribution. Even though test market results 

look promising, what will be management's next step? 

seek the help of a nationally known consultant retest the product in additional markets 

secure a loan to provide confidence, capital, and capacity 

develop a prototype 

develop a planned market rollout over time 

155. A company getting ready to launch a new product must make several decisions. 

However, the company must first decide on . 

whether to launch the product in a single location 

whether to launch the product in a region 

whether to launch the product into full national or international distribution 

timing of the new product introduction 

156. Marketers need to position their brands clearly in target customers‟ minds. The strongest 

brands go beyond attributes or benefit positioning. On which of the following basis the 

products are positioned? 

Desirable benefit 



 

Good packaging 

Strong beliefs and values 

Customer image 

157. The purpose of idea generation is to create a _ of ideas. The purpose of succeeding 

stages is to that number. 

Small number; reduce 

Small number; increase 

Large number; increase 

Large number; reduce 

158. During which phases of the product life cycle are costs thought to be low on a per 

customer basis? 

Maturity and Decline. 

Growth and Maturity. 

Product Development and Introduction. 

Introduction and Growth. 

159. During which stage of the product life cycle does the company attempt to maximize 

market share? 

Introduction 

Decline 

Growth 

Maturity 

160. During which stage of the product life cycle does a company seek to build selective 

distribution? 

Introduction 

Decline 

Growth 

Maturity 

 
OTHER IMPORTANT MCQs OF MARKETING 
1. Good marketing is no accident, but a result of careful planning and . 

execution 

selling 

strategies 

research 

2. Marketing management is . 

managing the marketing process 

Monitoring the profitability of the company’s products and services 

The art and science of choosing target markets and getting, keeping, and growing 

customers through creating, delivering, and communicating superior customer value 

Developing marketing strategies to move the company forward 

3. Chimney Sweeps employs people to clean fireplaces and chimneys in homes and 

apartments. 

The firm is primarily the marketer of which one of the following? 

An image 

A service 

A good 

An idea 

4. Marketers often use the term to cover various groupings of customers. 

People 

buying power 



 

Demographic segment 

Market 

5. The concept holds that consumers and businesses, if left alone, will ordinarily not 

buy enough of the organization’s products. 

Production 

selling 

marketing 

Holistic marketing 

6. .Which of the following would be the best illustration of a subculture? 

A religion. 

A group of close friends. 

Your university. 

Your occupation. 

7. The buying process starts when the buyer recognizes a . 

Product 

an advertisement for the product 

a salesperson from a previous visit 

problem or need 
8. If actual performance exceeds the expected performance of the product, Then customer is 

Satisfied 

Dissatisfied 

Delighted 

Neutral 

9. Bread and milk are which kind of products? 

Specialty Products 

Convenience products 

Shopping products 

Unsought products 

10. Parents buy toys for their children act as in the buying process. 

Decider 

Buyer 

Maintainer 

All of the above 

11. If a firm is practicing , the firm is training and effectively motivating its customer-contact 

employees and all of the supporting service people to work as a 

team to provide customer satisfaction. 

double-up marketing 

interactive marketing 

service marketing 

internal marketing 

12. A cluster of complementary goods and services across diverse set of industries is called as 

Market place 

Meta market 

Market space 

Resource Market 

13. Adding new features to a product is advocated by which of the approaches? 

Product Approach 

Production Approach 

Marketing Approach 

Selling Approach 



 

14. One of the key tasks of marketers is and to create consumer perceptions that 

the product is worth purchasing. 

To make products easily visible and available 

To promote sales of products 

To differentiate their products from those of competitors 

To do marketing surveys 

15. What is the last stage of the consumer decision process? 

problem recognition 

post purchase behavior 

alternative evaluation 

purchase 

16. markets are made up of members of the distribution chain. 

Consumer 

Business-to-business (industrial) 

Channel 
Institutional 

17. Which of the following is considered a “key player” in the marketing industry? 

marketer 

suppliers or vendors 

distributors or retailers 

all of the above 

18. Marketing Mix is the most visible part of the marketing strategy of an organization. 

True 

False 

19. Businesses spend most of their advertising rupees on business-to-business markets. 

True 

False 

20. A transaction in which the organization is making an initial purchase of an item to be used 

to perform a new job refers to which of the following purchases? 

Straight rebuy purchase 

Delayed purchase 

New-task purchase 

Modified rebuy purchase 

21. markets include a wide variety of profit and nonprofit organizations, such as hospitals, 

government agencies, and schools, which provide goods and services for the benefit of 

society. 

Consumer 

Business-to-business (Industrial) 

Reseller 

Institutional 

22.Which of the following is NOT considered a type of reseller? 

wholesaler 

retailer 

manufacturer 

distributor 

23.The promotion “P” of marketing is also known as . 

Product Differentiation 

Distribution 

Cost 

Marketing Communication 



 

24.When a company distributes its products through a channel structure that includes one or 

more resellers, this is known as . 

Indirect marketing 

direct marketing 

multi-level marketing 

integrated marketing 

25.In marketing theory, every contribution from the supply chain adds to the product. 

value 
costs 

convenience 

ingredients 

26.Institutional markets consist of people who buy products and services for personal use. 

True 

False 

27. Listing alternatives that will solve the problem at hand and determining the characteristics 

of each occurs during which stage of the final consumer’s decision process? 

Information search 

Purchase 

Evaluation of alternatives 

Post purchase 

28. The act of trading a desired product or service to receive something of value in return is 

known as which key concept in marketing? 

product 

exchange 

production 

customer 

29.The most basic level of a product is called the: 

core product. 

central product. 

fundamental product. 

augmented product. 

30. Anything that can be offered to a market for attention, acquisition, use, or consumption 

that might satisfy a want or need is called a(n): 

idea. 

demand. 

product. 

service. 

31. In consumers may share a strong need that cannot be satisfied by an existing 

product. 

negative demand 

latent demand 

declining demand 

irregular demand 

32. Marketing is both an “art” and a “science” there is constant tension between the 

formulated side of marketing and the side. 

creative 

selling 

management 

behavior 

33. Mr. Lopez buys goods and services for use in the production of products that are sold and 



 

supplied to others. Mr. Lopez is involved in . 

consumer buying behavior 

post-purchase dissonance 

retail buyer behavior 

business buyer behavior 

34. The four unique elements to services include: 

Independence, intangibility, inventory, and inception 

Independence, increase, inventory, and intangibility 

Intangibility, inconsistency, inseparability, and inventory 

Intangibility, independence, inseparability, and inventory 

35. Convenience products usually have intensive distribution because sales of these products 

tend to have a direct relationship to availability. 

True 

False 

36. The holds that the organization’s task is to determine the needs, wants, and 

interests of target markets and to deliver the desired satisfactions more effectively and 

efficiently than competitors in a way that preserves or enhances the consumer’s and the 

society’s wellbeing. 

customer-centered business 

focused business model 

societal marketing concept 

ethically responsible marketing 

37. A change in an individual's behavior prompted by information and experience refers to 

which one of the following concept? 

Learning 

Role selection 

Perception 

Motivation 

38. Holistic marketers achieve profitable growth by expanding customer share, , and 

capturing customer lifetime value. undermining competitive competencies 

building customer loyalty 

milking the market for product desires 

renewing a customer base 

39. pricing is the approach of setting a low initial price in order to attract a large 

number of buyers quickly and win a large market share. 

Market-skimming 

Value-based 

Market-penetration 

Leader 

40. While buying milk which kind of behaviour is displayed by a person? 

Extensive problem solving behaviour 

Routinized buying behaviour 

Variety seeking behaviour 

None of the above 

41. markets include a wide variety of profit and nonprofit organizations, such as 

hospitals, government agencies, and schools, which provide goods and services for the benefit 

of society. 

Consumer 

Business-to-business (Industrial) 

Reseller 



 

Institutional 

42.Which of the following is NOT considered a type of reseller? 

wholesaler 

retailer 

manufacturer 

distributor 

43.The promotion “P” of marketing is also known as . 

Product Differentiation 

Distribution 

Cost 

Marketing Communication 

44.When a company distributes its products through a channel structure that includes one or 

more resellers, this is known as . 

indirect marketing 

direct marketing 

multi-level marketing 

integrated marketing 

45.In marketing theory, every contribution from the supply chain adds to the product. 

value 

costs 

convenience 

ingredients 

46.Institutional markets consist of people who buy products and services for personal use. 

True 

False 

47. Listing alternatives that will solve the problem at hand and determining the characteristics 

of each occurs during which stage of the final consumer’s decision process? 

Information search 

Purchase 

Evaluation of alternatives 

Post purchase 

48. The act of trading a desired product or service to receive something of value in return is 

known as which key concept in marketing? 

product 

exchange 

production 

customer 

49.The most basic level of a product is called the: 

core product. 

central product. 

fundamental product. 

augmented product. 

50. Anything that can be offered to a market for attention, acquisition, use, or consumption 

that might satisfy a want or need is called a(n): 

idea. 

demand. 

product. 

service. 

51. In consumers may share a strong need that cannot be satisfied by an existing 

product. 



 

negative demand 

latent demand 

declining demand 

irregular demand 

52. Marketing is both an “art” and a “science” there is constant tension between the 

formulated side of marketing and the side. 

creative 
selling 

management 

behavior 

53. Mr. Lopez buys goods and services for use in the production of products that are sold and 

supplied to others. Mr. Lopez is involved in . 

consumer buying behavior 

post-purchase dissonance 

retail buyer behavior 

business buyer behavior 

54. The four unique elements to services include: 

Independence, intangibility, inventory, and inception 

Independence, increase, inventory, and intangibility 

Intangibility, inconsistency, inseparability, and inventory 

Intangibility, independence, inseparability, and inventory 

55. Convenience products usually have intensive distribution because sales of these products 

tend to have a direct relationship to availability. 

True 

False 

56. The holds that the organization’s task is to determine the needs, wants, and 

interests of target markets and to deliver the desired satisfactions more effectively and 

efficiently than competitors in a way that preserves or enhances the consumer’s and the 

society’s wellbeing. 

customer-centered business 

focused business model 

societal marketing concept 

ethically responsible marketing 

57. A change in an individual's behavior prompted by information and experience refers to 

which one of the following concept? 

Learning 

Role selection 

Perception 

Motivation 

58. Holistic marketers achieve profitable growth by expanding customer share, , and 

capturing customer lifetime value.  

undermining competitive competencies 

building customer loyalty 

milking the market for product desires 

renewing a customer base 

59. pricing is the approach of setting a low initial price in order to attract a large 

number of buyers quickly and win a large market share. 

Market-skimming 

Value-based 

Market-penetration 



 

Leader 

60. While buying milk which kind of behaviour is displayed by a person? 

Extensive problem solving behaviour 

Routinized buying behaviour 

Variety seeking behaviour 

None of the above 

61. Whether to sell via intermediaries or directly to consumers, how many outlets to sell 

through, and whether to control or cooperate with other channel members are examples of 

decisions marketers must make about 

Promotion 

Price 

Distribution 

Product 

62. The extended Ps of service marketing mix are : 

People, Product, Place 

Price Physical Evidence, Promotion 

Physical Environment, Process, People 

Product, Process, Physical Environment 

63. A social and managerial process by which individuals and organizations obtain what they 

need and want through value creation refers to which one of the following concepts? 

Selling 

Advertising 

Barter 

Marketing 

64. What is the basic property of a service which makes it different from a product. 

Shape 

Size 

Very expensive 

Intangibility 

65.Which one of the following phrases reflects the marketing concept? 

The supplier is a king in the market 

Marketing should be viewed as hunting not gardening 

This is what I make, won’t you please buy it? 

This is what I want, won’t you please make it? 

66. The task of any business is to deliver at a profit. 

customer needs 

customer value 

products and services 

improved quality 

67.The solution to price competition is to develop a differentiated: 

product, price, and promotion. 

offer, delivery, and image. 

package and label. 

international Web site. 

68.Red Cross blood donations are considered to be specialty products and, therefore, 

have a specialty offer to the consumer. 

True 

False 
69. You purchase cleaning supplies for your custodial help regularly. It is showing which 

buying situation? 



 

Modified rebuy 

Straight rebuy 

Modified straight rebuy 

Consumer buy 

70. Internal marketing is marketing by a service firm to train and effectively motivate its 

customer-contact employees and all the supporting service people to work as a team to 

provide customer satisfaction. 

True 

False 

71. Customer’s evaluation of the difference between all the benefits and all the costs of a 

marketing offer relative to those of competing offers refers to which of the following options? 

Customer perceived value 

Marketing myopia 

Customer relationship management 

Customer satisfaction 

72. Buying goods and services for further processing or for use in the production process 

refers to which of the following markets? 

Consumer markets 

Government markets 

Business markets 

International markets 

73. The packaging concept states what the package should be or do for the product. 

True 

False 

74.Marketing managers should adapt the marketing mix to constantly monitor value changes 

and differences in both domestic and global markets. 

Sales strategies 

Marketing concepts 

Cultural values 

Brand images 

75. Resellers may actually take ownership of the product and participate in the marketing, 

including the advertising. 

True 

False 

76. The materials and ingredients used in producing the product are obtained from other 

companies who are referred to as distributors. 

True 

False 

77. The refers to the various companies that are involved in moving a product from its 

manufacturer into the hands of its buyer. 

distribution chain 

network chain 

supply chain 

promotion network 

78. is the study of how individuals, groups, and organizations select, buy, use, and 

dispose of goods, services, ideas, or experiences to satisfy their needs and wants. 

Target marketing 

Psychographic segmentation 

Product Differentiation 

Consumer behavior 



 

79. A person’s consist(s) of all the groups that have a direct (face-to-face) or indirect 

influence on his/her attitudes or behavior. 

culture 

subculture 

psychographics 

reference groups 

demographics 

80. Product choice is greatly affected by economic circumstances. All of the following would 

be among those circumstances EXCEPT . 

spendable income 

savings and assets 

debts 

occupation 

borrowing power 

81. is a set of distinguishing human psychological traits that lead to relatively 

consistent and enduring responses to environmental stimuli. 

Image 

Personality 

Beliefs 

Heredity 

Culture 

82. portrays the “whole person” interacting with his or her environment. 

Attitude 

Reference group 

Lifestyle 

Culture 

Subculture 

83. A when it is aroused to a sufficient level of intensity. 

need becomes a motive 

motive becomes a need 

desire becomes a reality 

unfulfilled demand becomes a crisis 

personal demand exceeds the ability to rationally reject 

84. The five-stage model of the consumer buying process includes all of the following stages 

EXCEPT . 

problem recognition 

information search 

social interaction 

purchase decision 

85. If performance meets consumer expectations, the consumer is _. 

delighted 

satisfied 

disappointed 

surprised. 

86. The primary purpose of marketing activities is to facilitate and encourage exchange 

transactions with potential customers. 

True 

False 

87. Merchant wholesalers sell goods and services directly to final consumers for their 

personal, nonbusiness use. 



 

True 

False 
88. A service can be defined as “any activity or benefit that one party can offer another that is 

essentially intangible and that does not result in the ownership of anything.” 

True 

False 

89. The intangible nature of many services can create unique challenges for marketers. 

True 

False 

90. Auction sites, such as eBay, QXL are examples of Consumer-to-Consumer (C2C) 

channels. 

True 

False 

91. Product planners need to think about products and services on three levels. Each level 

adds more customer value. Which one of the following is the most basic level that addresses 

the question, “What is the buyer really buying?” 

Actual product 

Augmented product 

Core benefit 

Co-branding 

92. The mental act, condition or habit of placing trust or confidence in another shows which 

of the following options? 

Motive 

Belief 

Behavior 

Attitude 
93. How do consumers respond to various marketing efforts the company might use? What is 

a starting point of a buyer’s behavior? 

Belief 

Subculture 

Post purchase feeling 

Stimulus-response Model 

94. Which one of the following factor relates to family that influences consumer behavior? 

Cultural 

Social 

Personal 

Business 

95. Unique psychological characteristics that lead to relatively consistent and lasting 

responses to one’s own environment refers to which one of the following? 

Belief 

Culture 

Personality 

Self-awareness 

96. Which one of the following statements by a company chairman BEST reflects the 

marketing concept? 

We have organized our business to satisfy the customer needs 

We believe that marketing department must organize to sell what we produce 

We try to produce only high quality, technically efficient products 

We try to encourage company growth in the market 

97. Which one of the following is a key to build lasting relationships with consumers? 



 

Price of the product 

Need recognition 

Customer satisfaction 

Quality of product 

98. The factors such as the buyer’s age, life-cycle stage, occupation, economic situation, 

lifestyle, personality and self-concept that influences buyer’s decisions refers to which one of 

the following characteristic? 

Personal characteristics 

Psychological characteristics 

Behavioral characteristics 

Demographical characteristics 

99. A is someone seeking a response (attention, a purchase, a vote, a donation) from 

another party, called the . 

salesperson, customer 
politician, voter 

marketer, prospect 

celebrity, audience 

100. Companies selling mass consumer goods and services such as soft drinks, cosmetics, air 

travel, and athletic shoes and equipment spend a great deal of time trying to establish a 

superior brand image in markets called . 

business markets 

global markets 

consumer markets 

nonprofit and governmental markets 

service markets 

101. The is practiced most aggressively with unsought goods, goods that buyers 

normally do not think of buying, such as insurance, encyclopedias, and funeral plots. 

marketing concept 

selling concept 

production concept 

product concept 

holistic marketing concept 

102. The concept holds that consumers will favor those products that offer the most 

quality, performance, or innovative features. 

product 

marketing 

production 

selling 

holistic marketing 

103. . marketing has the aim of building mutually satisfying long-term relations with 

key parties such as customers, suppliers, distributors, and other marketing partners in order to 

earn and retain their business. 

Holistic 

Demand-based 

Direct 

Relationship 

Synthetic 

104. One traditional depiction of marketing activities is in terms of the marketing mix or four 

Ps. 

The four Ps are characterized as being . 



 

product, positioning, place, and price 

product, production, price, and place 

promotion, place, positioning, and price 

place, promotion, production, and positioning 

product, price, promotion, and place 

105. David Packard of Hewlett-Packard once said, “Marketing is far too important to leave to 

.” 

the advertising boys 

uninformed managers 

novices 

the CEO 

the marketing department 

106. The traditional view of marketing is that the firm makes something and then it. 

markets 

sells 

distributes 

prices 

services 

107. is the single factor that best indicates social class. 

Time 

Money 

Occupation 

Fashion 

108. Marketing strategies are often designed to influence and lead to 

profitable exchanges. 

Consumer decision making 

Sales strategies 

Advertising strategies 

Export strategies 

109. refers to the information a consumer has stored in their memory about a 

product or service. 

Cognitive dissonance 

Product knowledge 

Product research 

Marketing research 

110. When consumers are seeking low-involvement products, they are unlikely to engage in 

extensive search, so is important. 

Order processing 

Order booking 

Ready availability 

Information about warranty 

111. constitutes moderate consumer behavior, but still involves time 

and effort searching for and comparing alternatives. 

Limited decision making 

Need recognition 

Routine decision making 

Post purchase evaluation 

112. Experimental sources of information for consumers refer to . 

Advertising, marketing, selling, and profit making 

Handling, examining, and trying the product while shopping 



 

Buying after a demonstration 

Buying the product directly from a manufacturer 

113. Which of the following is NOT one of the four philosophies of marketing? 

production orientation 

societal marketing orientation 

sales orientation 

promotion orientation 

114. Of the four competing philosophies, the Furniture Industry is an example of what kind of 

orientation: 

Sales Orientation 

Societal Marketing Orientation 

Marketing Orientation 

Production Orientation 

115. Marketing is defined by the American Marketing Association as the activity, set of 

institutions, and processes for , , , and offerings that 

have value for customers, clients, partners, and society at large. 

Making, Arranging, Maintaining and Selling 

Creating, Communicating, Delivering, and Exchanging 

Creating, Advertising, Selling, and Transferring 

Performing, Displaying, Offering, and Exchanging 

116. The focus of marketing today is . 

Value and Satisfaction 

Quality and Long Term Relationships 

All of the Above 

None of the Above 

117. Which of the following firms emphasizes on product’s benefits to the customers rather 

product attributes? 

Product oriented 

Market oriented 
Sales oriented 

Production oriented 

118. Products that are usually purchased due to adversity and high promotional back up 

rather than desire are called: 

Sought goods 

Unique goods 

Unsought goods 

Preferred goods 

119. Which product is MOST likely to be purchased through routine decision making? 

Television set 

Soft drink 

Shirt 

Car 

120. Luxury products, such as Rolex watches, are also known as: 

Shopping product 

Convenience product 

Emergency product 

Specialty product 

121. Which of the following is NOT included as a basic idea in the definition of marketing 

concepts? 

Total company effort 



 

Profit 

Productivity 

Customer satisfaction 

122. Which of the following is the most recent stage of marketing evolution? 

Marketing department era 

Production era 

Sales era 

Marketing company era 

123.Which of the following is NOT included as a basic idea in the definition of marketing 

concepts? 

Total company effort 

Profit 

Productivity 

Customer satisfaction 

124. is defined as the difference between the benefits a customer sees from a market offering 

and the costs of obtaining those benefits. 

Customer value 

Satisfaction scale 

Profit margin 

Competitive benefit 

125.Which of the following is NOT included in the marketing management process used by 

the marketing manager to achieve its objectives? 

Planning marketing activities 

Raising funds to finance the marketing projects 

Controlling marketing plans 

Directing implementation of the marketing plans 

126.A channel of distribution is any series of firms (or individuals) who participate in the 

flow of products to final user or customer. 

True 

False. 

127. is defined as communication with large numbers of customers at the same 

time. 

Personal selling 

Sales promotion 

Mass selling 

All of the above 

128.The marketing concept applies to production firms, but not to service industries. 

True 

False 

129. In a orientation, the role of marketing research is to determine customer needs and how 

well the company is satisfying them. 

Marketing 

Production 

Both of the above 

None of the above 

130.The marketing concept means that an organization aims the majority of its efforts at 

satisfying customers, at a profit. 

True 

False 

131.When a manager focuses on making whatever products are easy to produce, and then 



 

trying to sell them, that manager has a orientation. 

Marketing 

Production 

Sales 

Profit 

132. Which of the following is NOT consistent with a manager having a marketing 

orientation? 

Inventory levels are set with customer requirements and costs in mind 

Customer relationship focuses on customer satisfaction before and after sale, leading to a 

profitable long-run relationship 

Focus of advertising is on product features and how products are made 

Packaging is designed for customer convenience and as a selling tool 

133. Often, the best way to improve customer value, and beat the competition, is to be first to 

satisfy a need that others have not even considered. 

True 

False 

134. It is more costly to retain current customers by satisfying their needs, than to get new 

customers by taking them away from a competitor. 

True 

False 

135.In addition to businesses, the marketing concept is also applicable to . 

Government agencies 

Religious groups 

Fine arts organizations 

All of the above 

136. The controllable variables a company puts together to satisfy a target group is called the. 

Marketing strategy 

Marketing mix 

Strategic planning 

Marketing concept 

137. In order for exchange to occur: 

a complex societal system must be involved. 

organized marketing activities must also occur. 

a profit-oriented organization must be involved. 

each party must have something of value to the other party. 
138. Four competing philosophies strongly influence the role of marketing and marketing 

activities within an organization. Which if the following is not a component of market 

orientation? 

Customer orientation. 

Profitability orientation. 

Marketing orientation. 

Competitor orientation. 

139. A market orientation recognizes that: 

price is the most important variable for customers. 

market intelligence relating to current and future customer needs is important. 

selling and marketing are essentially the same thing. 

sales depend predominantly on an aggressive sales force. 

140. When customer expectations regarding product quality, service quality, and value-based 

price are met or exceeded, is created. 

customer satisfaction 



 

planning excellence 

a quality rift 

a value line 

141. A critical marketing perspective is the process of determining: 

the value of a product, person, or idea. 

how places compete with each other. 

the worth and impact of marketing activities. 

which type of promotional strategy works best. 

142. The way in which the product is delivered to meet the customers' needs refers to: 

new product concepts and improvements. 

selling. 

advertising and promotion activities. 

place or distribution activities. 

143. The term 'marketing mix' describes: 

a composite analysis of all environmental factors inside and outside the firm. 

a series of business decisions that aid in selling a product. 

the relationship between a firm's marketing strengths and its business weaknesses. 

a blending of strategic elements to satisfy specific target markets. 

144. Newsletters, catalogues, and invitations to organisation-sponsored events are most 

closely associated with the marketing mix activity of: 

Pricing 

Distribution 

Product development 

Promotion 

145. Which of the following is not an element of the marketing mix? 

Distribution. 

Product. 

Target market. 

Pricing. 

146. In relationship marketing firms focus on relationships with . 

short-term; customers and suppliers 

long-term; customers and suppliers 

short-term; customers 

long-term; customers 

147.A further 3Ps are incorporated into the marketing mix: 

physical evidence, process and price. 

process people and promotion. 

physical evidence, people and production. 

physical evidence, process and people. 

148. A marketing philosophy summarized by the phrase 'a stronger focus on social and ethical 

concerns in marketing' is characteristic of the period. 

production 

sales 

marketing 

societal marketing 

149. Which of the following statements is correct? 

Marketing is the term used to refer only to the sales function within a firm. 

Marketing managers don't usually get involved in production or distribution decisions. 

Marketing is an activity that considers only the needs of the organization; not the needs of 

society as a whole. 



 

Marketing is the activity, set of institutions, and processes for creating, communicating, 

delivering, and exchanging offerings that have value for customers, clients, partners, 

and society at large. 

150. The term marketing refers to: 

new product concepts and improvements. 

advertising and promotion activities. 

a philosophy that stresses customer value and satisfaction. 

planning sales campaigns. 

151. Which of the following involves designing and manufacturing the container or wrapper 

for a product? 

Labeling 

Packaging 
Branding 

Product line 

152. The basic role of promotion is . 

Information 

Manipulation 

Communication 

Interpretation 

153.If the aim of the promotion to introduce a new consumer product is to achieve high 

awareness levels, the firm will most likely make heavy use of in the promotional mix. 

Advertising 

Sales promotion 

Personal selling 

Publicity 

154.A consumer contest is an example of . 

Personal selling 

Sales promotion 

Advertising 

Indirect selling 

155. Advertising appropriations are largest for which type of product? 

Industrial products 

Convenience goods 

High-priced products 

Specialty goods 

156.A television advertisement showing the safety features of the Volvo 240 DL would be 

best classified as which of the following? 

Product advertising 

Pioneer advertising 

Defensive advertising 

Societal marketing 

157. Need becomes when they are directed towards a specific object. 

Actual need 

Want 

Satisfaction 

Demand 

158. Which of the following BEST describes the consumer’s preference for products that are 

widely available to them? 

Production concept 

Marketing concept 



 

Selling concept 

Product concept 

159.Buying and selling of mass consumer goods and services comes under which of the 

following markets? 

Business markets 

Global markets 

Consumer markets 

Government markets 

160. Which one of the following BEST describes the human need? 

Food 

French-fries 

Burger 

Pizza 

161.Which of the following firms emphasis on product’s benefits to the customers rather than 

on 

product attributes. 

Product oriented 

Market oriented 

Sales oriented 

Production oriented 

162. All of the following are the examples of unsought goods EXCEPT: 

Course books 

Encyclopedia 

Funeral plots 

Insurance policy 

Unsought Goods 

163. While considering the place for a product which of the following is important for 

customer. 

Communication 

Convenience 

Cost 

Solution 

164.Market –oriented firms focus on: 

Retailers 

Distributors 

Customers 

Wholesalers 

165. Price is the only element in the marketing mix that produces: 

Fixed cost 

Expense 

Variable cost 

Revenue 

166. Identify the products that the customer usually buys frequently and with a minimum of 

comparison and buying effort. 

Specialty 

Convenience 

Unsought 

Augmented 

167. Which of the following is NOT included in product decisions? 

Styling 



 

Brand name 

Warehousing 

Packaging 

168. Which of the following takes place at retailer’s end? 

Promotion 

Placing 

Pricing 

Exchange 

169. Aggressive selling is a characteristic of which of the following concept of marketing? 

Select correct option: 

Production concept 

Marketing concept 

Selling concept 

Product concept 

170. Which of the following is a name, term, sign, symbol, design, or a combination of these, 

that identifies that maker or seller of a product or service? 

Label 

Co-brand 

Brand 

Product 

171. The consumer’s estimate of the product’s overall capacity to satisfy his or her needs is 

called: 

Product Cost 

Product Value 

Product need 

Product Satisfaction 

172. According to the text, a product is 

everything the customer receives in an exchange. 

the physical object the customer receives in an exchange. 

the service that is rendered to a customer. 

the idea that the customer receives in an exchange. 

173. An example of a convenience consumer product is 

stereo equipment. 

petrol. 

a motorcycle. 

a bicycle. 

athletic shoes. 

174. Which one of the following is NOT an industrial product? 

oil to be refined into fuel for homes 

transistors used as components for portable radios 

paper, pens, and glue used in bank branch offices 

computer software to help people complete personal tax forms 

175. ai Nath called several airlines to compare rates and chose a flight on British Midland as 

ithad a better reputation for service and competitive prices. The airline ticket is an example of 

which type of product? 

A)convenience 

B)shopping 

C)specialty 

D)unsought 

176. Products that are relatively inexpensive and are purchased frequently with minimal effort 



 

can be classified as products. 

shopping 

convenience 

industrial 

specialty 

unsought 

177. Large tools and machines used in a production process for a considerable length of time 

are classified as 

major equipment. 

accessory equipment. 

component parts. 

raw materials. 

consumable supplies. 

178. Items that are purchased routinely, do not become part of the final physical product, and 

are treated like expense items rather than capital goods are called 

raw materials. 

major equipment. 

accessory equipment. 

component parts. 

process materials. 

179. Products that are used directly in the production of a final product but are not easily 

identifiable are categorised as 

accessory products. 

component parts. 

consumable supplies. 

assembly components. 

process materials. 

180. Industrial products are 

purchased for personal consumption. 

frequently purchased for both their functional aspects and their psychological rewards. 

traditionally classified according to their characteristics and intended uses. 

not purchased by non-business organisations. 

181. A company designs the product with little or no input from customers, the company is 

practicing which of the following concept? 

Product concept 

Marketing concept 

Selling concept 

Production concept 

182. Which of the following 4Ps of marketing mix involves decisions regarding channels 

coverage, assortments, locations, inventories or transports? 

Product 

Price 

Place 

Promotion 

183. Which of the following is NOT a part of marketing communication mix? 

Telemarketing 

Public relations 

Sales promotion 

Advertising 

184. A dissonance-reducing buying behavior is designed to probe consumers’ hidden, 



 

 
 

187. The identifies the product or brand. 

Container 

Label 

Advertisement 

Warranty 

188. A(n) product exceeds customer expectations. 

Strategic 

Superior 

Augmented 

Anticipated 

189. Which of the following are products and services bought by final consumers for personal 

consumption? These include convenience products, shopping products, specialty products, 

and  

unsought products. 

Material and parts 

Consumer products 

Industrial products 

Capital items 

190. The skimming, penetration, bargaining and bundling are decided in the of 

the Marketing Mix strategy. 

Price Decisions 

Place Decisions 

Product Decisions 

Promotion Decisions 

191. Low Consumer involvement in purchase and little significant brand difference comes in 

which types of buying behaviors. 

Complex  buying  behavior 

Dissonance-reducing  buying  behavior 

Habitual  buying  behaviors 

 

Variety-seeking buying behaviors 

192. Distribution of product to get it in the marks refers to which of the following activities? 

Selling Activities 

Advertising activities 

Promotion Activities 

Place or distribution activities 

193. How many stages are involved in the consumer buying / adoption process? 

Six 

Seven 

Three 

Five 

194. Which one of the following factor relates to family that influences consumer behavior? 

Cultural 

Social 

Personal 

Business 

195. “ Buy it now” refers to which one of the following options? 

Personal selling 



 

Advertising 

Sales promotion 

Publicity 

196. At least how many parties should be included in “Exchange”? 

Two 

Three 

Four 

Five 

197. The buyer decision process consists of five stages. Which of the following is NOT one 

of 

these stages? 

Evaluation of Alternatives 

Information search 

Variety-seeking buying behavior 

Post purchase behavior 

198. You are planning to install a steel manufacturing plant in your city. For that purpose you 

want to have a supplier who supplies you the steel in raw form for manufacturing. Here 

supplier 

supplies you which of the following form of industrial product? 

Material and parts 

Capital items 

Supplies and services 

None of the given options 

199. “How are you telling consumers in your target group about your product” This question 

belongs to which marketing concept? 

Product 

Price 

Place 

Promotion 

200. A transaction in which the organization is making an initial purchase of an item to be 

used 

to perform a new job refers to which of the following purchases? 

Straight rebuy purchase 

Delayed purchase 

New-task purchase 
Modified rebuy purchase 

 

ECPECTED MCQs 

MARKETING MANAGEMENT 
 

1. Which of the following is not the element of promotion-mix?  
a) Advertising,  
b) Place,  
c) Personal selling,  
d) Publicity.  
Ans : b  
2. Which of the following is in correct order?  
a) Product, Place, Promotion and Price  



 

b) Product, Promotion, Place and Price  
c) Product, Price, Promotion and Place  
d) Product, Price, Place and Promotion.  
Ans : c  
3. Which of the demographic variables is not used by marketers for 
demographic segmentation?  
a) Gender,  
b) Age,  
c) Occupation,  
d) Poverty.  
Ans : d  
4. At which stage of the new product development, the launching of 
new product will take place –  
a) Business analysis,  
b) Test marketing, 
c) Commercialization,  
d) Marketing strategy development.  
Ans: c  
5. In a company uses its company name for its entire range of products 
offered, then it is called:  
a) Private branding,  
b) Corporate branding, 
c) product-line branding,  
d) Specific product branding.  
Ans : b  
6. One-level channel of distribution consists of:-  
a) producer-consumer,  
b) producer-dealer-consumer, 
c) producer-dealer-retailer-consumer,  
d) producer-dealer-wholesaler-retailer-consumer.  
Ans : a  
7. The primary role of a production manager is:-  
a) to meet the production target and delivery schedule  
b) to produce goods / services of right quality  
c) to produce goods / services by right quantity at the predetermined time  
d) all of the above.  
Ans : d  
8. Fixed position layout is used when: 
a) The operation requires heavy tools and equipments  
b) The operation requires only hand tools and simple equipments 
c) The continuity of production process is to be maintained  
d) None of the above.  
Ans : a  



 

9. Which is the element of modern marketing?  
a) It emphasizes mutually of benefit,  
b) It is customer oriented, 
c) It is operational,  
d) All of the above.  
Ans : d 
10. On-line marketing includes –  
a) Spatiality on on-line marketing,  
b) Non intrusiveness of on-line advertising, 
c) soft-selling,  
d) All of the above.  
Ans : d  
11. The marketing concept involves –  
a) Organization integration,  
b) Competition orientation, 
c) Customer orientation,  
d) all of the above.  
Ans : d  
12. A brand can be a –  
a) Product mix,  
b) Product feature,  
c) Product name,  
d) Product utility.  
Ans : c  
13. Product line covers –  
a) Departmental stores,  
b) One price retailer, 
c) General retailer,  
d) all of the above.  
Ans : d  
14. A brand includes –  
a) Combination of name and symbol,  
b) Design,  
c) Logo or mark,  
d) all of the above.  
Ans : d  
15. What is the advantage of marketing information system? 
a) Data warehousing,  
b) Marketing intelligence,  
c) Data mining,  
d) all of the above.  
Ans : d  
16. ……………………. Is a new way of performing the task of marketing, 
made feasible by the advent of new technology, namely the internet.  
a) Rural marketing,  



 

b) On-line marketing,  
c) Green marketing,  
d) e-marketing.  
Ans : b  
17. Modern marketing consists of –  
a) Marketing and market research,  
b) CRM,  
c) Supply chain management,  
d) all of the above.  
Ans : d  
18. Market potential is –  
a) Sales potential,  
b) Industry potential,  
c) Company demand potential,  
d) None of the above.  
Ans : b  
19. Which is / are the elements of promotion mix?  
a) Public relations,  
b) Exhibitions and trade fairs,  
c) Personal selling,  
d) all of the above.  
Ans : d  
20. Who among the following has given two basic qualities of a good 
salesman which are empathy and persuasion? 
a)Levitt,  
b) Philip Kotler,  
c) Cundiff,  
d) Govoni.  
Ans : b  
21. Who quote the statement “Marketing is a human activity directed 
at satisfying needs and wants through exchange process”? 
a) Philip Kotler 
b) Hansi LV, 
c) Peter F Drucker,  
d) D S Pauler. 
Ans : a  
22. On-line transaction are especially important ………………… for 
commerce.  
a) C 2 C,  
b) C 2 B,  
c) B 2 B,  
d) all of the above.  
Ans : c 
23. Electronic Commerce –  



 

a) is a term popularized by the advent of commercial services on the 
internet,  
b) includes electronic trading of goods and services,  
c) includes electronic funds transfer and data interchange,  
d) all of the above.  
Ans : d  
24. Which of the following is false?  
a) Salesmanship is a part of personal selling,  
b) Personal selling is a part of promotion mix,  
c) Promotion mix is a part of marketing mix,  
d) None of the above. 
Ans: d 
25. Marketing philosophy can be best explained as –  
a) Creating the market and selling products, 
b) Facilitating satisfying exchange relationship with customer,  
c) Distributing products at the right price to market, 
d) Creating demand for profit maximization.  
Ans : b  
26. All of the following are marketing management tasks except –  
a) marketing planning,  
b) project development and analysis, 
c) coordinating promotion mix,  
d) pricing the product.  
Ans : b  
27. Which is the task of advertising?  
a) Providing information about the product,  
b) Image building, 
c) Behavior reinforcement,  
d) all of the above.  
Ans : d 
28. A change in the minimum drinking age in the UK presents a change 
in which of the following for Kingfisher beverages?  
a) Marketing mix,  
b) Marketing environment,  
c) Marketing task,  
d) Product strategy.  
Ans : b  
29. The firth ‘P’ of marketing has its closeness with –  
a) Product and price,  
b) Price and place, 
c) Product and place,  
d) Product and promotion.  
Ans : d  
30. AMA stands for –  



 

a) Asian Management Association,  
b) American Marketing Association, 
c) Asian Marketing Association,  
d) All marketing Activities.  
Ans : b  
31. Which concept of marketing is product-oriented –  
a) Modern concept of marketing,  
b) Entity concept of marketing, 
c) Old concept of marketing,  
d) New concept of marketing.  
Ans : c  
32. USP is –  
a) Unique Selling Point,  
b) Unique Selling Preposition,  
c) Unique Sales Product,  
d) Utility Sales Potential.  
Ans : b  
33. Of the following media, which one is used least frequently by 
business-to-business marketers?  
a) Direct mail,  
b) Television,  
c) Trade publications,  
d) Personal selling.  
Ans : b  
34. Which of the following factors are used to understand consumer 
behaviour?  
a) Motivation,  
b) Attitude and beliefs,  
c) Learning,  
d) all of the above.  
Ans : d   
35. A paid form of non-personal communication about a product that 
is transmitted to a target audience through a mass medium is –  
a) Publicity,  
b) Sales promotion,  
c) Advertising,  
d) Personal selling.  
Ans : c  
36. Which of the following facts is / are true?  
a) B 2 C – Business to Consumer,  
b) B 2 G – Business to Government 
c) C 2 C – Consumer to Consumer,  
d) all of the above.  
Ans : d  
37. The term ‘Marketing Myopia’ was coined by –  



 

a) Philip Kotler,  
b) Henry Ford,  
c) Theodore Levitt,  
d) None of these.  
Ans : c  
38. FAQs stand for –  
a) Frequently Asked Questions,  
b) Financial Ability Quota, 
c) Financial Administered Quotations,  
d) None of the above.  
Ans : a  
39. Techniques of sales promotion are –  
a) Free samples ad free offers,  
b) Merchandising,  
c) Trade credits,  
d) all of the above.  
Ans : d  
40. Prices are kept very high in which pricing policy?  
a) Skimming,  
b) Penetration,  
c) Transfer pricing,  
d) Absorption pricing.  
Ans : a  
41. Product includes –  
a) Ideas,  
b) Services,  
c) Place,  
d) all of these.  
Ans : d  
42. The schedule and sequence for visiting the outlets in any market is 
known as a ………………. plan. 
   
a) Coverage,  
b) Call,  
c) Beat,  
d) Visit.  
Ans : c  
43. The ultimate level of segmentation leads to: 
a) Niche marketing,  
b) Individual marketing,  
c) Local marketing,  
d) None of the above.  
Ans : b  
44. Which one is not the element of marketing mix?  
a) Packaging,  



 

b) Price,  
c) Distribution,  
d) Quality.  
Ans : d  
45. Who introduced the 4P’s of marketing mix?  
a) Mc Carthy,  
b) Philip Kotler,  
c) Levitt,  
d) Peter F Drucker. 
Ans : a  
46. Which one is not the phase of new product development?  
a) Idea screening,  
b) Concept development,  
c) Concept testing,  
d) Quality control.  
Ans : d  
47. Price of a shoe is Rs. 299. This is an example of ………………. pricing.  
a) Penetration,  
b) Psychological,  
c) Cost plus,  
d) Skimming.  
Ans : b  
48. Marketing of anti-cancerous drugs is the example of ……………. 
marketing.  
a) Niche,  
b) Local,  
c) Multilevel,  
d) Individual.  
Ans : a  
49. The product is a bundle of ………………… that a consumer buys. 
a) Features,  
b) Satisfaction,  
c) Preferences,  
d) Conveniences.  
Ans : b  
50. Which one is the first P of marketing mix?  
a) Price,  
b) Product,  
c) Promotion,  
d) Place.  
Ans : d 
  
 
  



 

UNIT-7  
 

ACCOUNTING 
 

1. The term budget is derived from the French word --------  
(a) Boget  
(b) Bougette  
(c ) Bogeget  
(d) None of these  
Ans : b  
2. Profit will be the same under absorption costing and marginal 
costing only when –  
a) There is no opening or closing stocks,  
b) There is only closing stocks, 
c) There is only opening stocks,  
d) Opening stocks are lower than closing stocks.  
Ans : a  
3. Contribution is – 
a) Sales – total cost,  
b) Sales – variable cost,  
c) Sales – fixed cost,  
d) None of these.  
Ans : b  
4. Which one of the following statement is incorrect?  
a) Fixed costs are not included in the valuation of stock under marginal 
costing,  
b) The technique of marginal costing is also known as variable costing,  
c) Contribution is also known as marginal income,  
d) Absorption costing is more suitable for decision taking than marginal 
costing.  
Ans : d  
5. Which one of the following statement is incorrect?  
a) Marginal costing is a method of ascertaining cost,  
b) Marginal costing technique is used by the management for decision 
making,  
c) In marginal costing, cost are classified into variable and fixed cost,  
d) Sales above break-even point indicate profits.  
Ans : a  
6. Which one of the following statement is incorrect?  
a) P/V ratio indicates profitability, 
b) Sales below break-even point means profit, 
c) Margin of safety indicate profit,  
d) Contribution margin = sales x P/V Ratio.  
Ans : b  



 

7. Which of the following are characteristics of the budgetary control?   
a) establishment,  
b) Co-ordination,  
c) Continuous comparison,  
d) None of these.  
Ans : d  
8. Which one of the ratio is not included under the budgetary control 
ratio? 
a) activity ratio,  
b) capacity ratio,  
c) productivity ratio,  
d) cash ratio.  
Ans : d  
9. Master budget is prepared by the  
a) committee,  
b) manager,  
c) employee,  
d) none of these.  
Ans : a  
10. Which one of the following statement is not correct?  
a) all cost concepts are not relevant in decision-making,  
b) a manager is frequently required to make decision which involve 
alternative choice, 
c) decision-making is a future oriented activity,  
d) all cost are relevant in decision-making.  
Ans : d  
11. Which of the cost is related with decision making?  
a) fixed cost,  
b) marginal cost,  
c) full cost,  
d) none of these. 
Ans : b  
12. Which one of the factor is not influencing pricing decision? 
a) market force,  
b) trade customs,  
c) management’ s pricing strategy,  
d) orders.  
Ans : d  
13. The net profits will be maximized when contribution is – 
a) maximized,  
b) minimized,  
c) equal,  
d) none of these.  
Ans : a  



 

14. Responsibility accounting seeks to establish a relationship 
between planning and controlling by – 
a) establishing a system of collective responsibility,  
b) fixing organizational responsibilities for profit planning and control,  
c) dividing standards of work performance,  
d) controlling cost and performance. 

Ans: 
15. Responsibility accounting is a system of ……………….. where 
responsibility is assigned for the control cost.  
a) control,  
b) management,  
c) reduce,  
d) all of these.  
Ans : a 
16.Which one of the centre is not a part of responsibility centre?  
a) expense centre,  
b) revenue centre,  
c) profit centre,  
d) stock centre.  
Ans : d 
17. Each responsibility centre is put under the charge of a 
responsibility –  
a) manager,  
b) accountant,  
c) employee,  
d) all of these.  
Ans : a  
18. Which one of the following is not essential for a sound system of 
budgetary control?  
a) chart,  
b) budget centre,  
c) budget,  
d) flexibility.  
Ans : d  
19. Which of the following statement is correct?  
a) marginal costing technique is used by management for decision making,  
b) in marginal costing, cost are classified into variable and fixed cost,  
c) a firm earn no profit or incurs no loss at BEP,  
d) all of these.  
Ans : d  
20. Which of the following statement is correct?  
a) BEP is the point at which total revenue is equal to total cost, 
b) Contribution margin = Sales x P/V ratio,  
c) BEP is the point at which total revenue is equal to total cost,  



 

d) all of these.  
Ans : d  
21. Which of the following statement is correct? 
a) break-even chart is the graphic representation of cost-volume profit 
relationship,  
b) angle of incidence is the angle formed by the sales line and the total cost 
line at the BEP,  
c) marginal cost is same as variable cost,  
d) all of these.  
Ans : d 
22. Which of the following statement is true?  
a) in marginal costing, managerial decisions are guided by contribution 
rather than by profit,  
b) MOS indicates profit,  
c) profit volume ratio indicates profitability,  
d) all of these.  
Ans : d  
23. Which of the following statement is false?  
a) marginal costing is a method of ascertaining cost,  
b) a firm incurs a loss when contribution is equal to fixed cost,  
c) Contribution is always equal to fixed cost,  
d) all of these.  
Ans : d  
24. Which of the following statement is false? 
a) a firm earn profit when contribution is equal to fixed cost under variable 
cost,  
b) MOS implies BEP,  
c) if the margin of safety is high, actual sales are very near to the breakeven 
sales,  
d) all of these.  
Ans : d  
25. Given, fixed cost = Rs.200000, variable cost = Rs.5, sales price = 
Rs.10 per unit. Find out BEP (in units) –  
a) 40000,  
b) 60000,  
c) 30000,  
d) 45000.  
Ans : a  
26. Given, fixed cost = Rs.200000, variable cost = Rs.5, sales price 
= Rs.10 per unit. If selling price is reduced by 10%, the new BEP 
will be –  
a) 50000,  
b) 40000,  



 

c) 75000,  
d) 49000.  
Ans : a  
27. The P/V ratio on X Co. Ltd. is 40% and its MOS is 50%. Find out the 
net profit, if sales volume is Rs.800000 –  
a) Rs. 160000,  
b) Rs.140000,  
c) Rs.180000,  
d) Rs. 170000  
Ans : a  
28. The P/V Ratio of X Ltd. is 40% and its MOS is 50%. Find out BEP, if 
sales volume is Rs.800000  
a) Rs.400000,  
b) Rs. 30000,  
c) Rs.450000,  
d) Rs.120000  
Ans : a  
29. A company earned a profit of Rs.30000 during the year 2010-
11. If the marginal cost and selling price of a product are Rs.8 and 
Rs.10 per unit respectively, the MOS will be –  
a) Rs.150000,  
b) Rs.130000,  
c) Rs.140000,  
d) Rs.120000  
Ans : a  
30. In the context of standard costing, basic standards is established 
for –  
a) short period,  
b) current period,  
c) indefinite period,  
d) pre-defined period.  
Ans : d  
31. Which one of the following statements about internal performance 
reporting is true?  
a) Internal performance reports – always contain a mixture of financial and 
non-financial measurements, 
b) contain the same information as financial accounting statements, but 
they are produced monthly rather than annually,  
c)are required by an accounting standards to be based on the ‘balance 
scorecard’ system can take any form that management chooses.  
d) none of the above 
Ans : c 
32. Which one of the following statements is correct? 
a)  A highly centralized organization –does not need any kind of 
performance measurement and reporting,  



 

b) permits a substantial degree of autonomy to divisional managers,  
c) is always less efficient than a decentralized organization,  
d) allows managers to retain close scrutiny and control over the business. 
Ans : d  
33. Which one of the following statements about divisional performance 
assessment is not true? 
a) Divisional managers should be assessed only on aspects of divisional 
performance over which they have control, 
b) Divisional performance is required to be reported to the Customs & 
Excise authorities on a quarterly basis, 
c) The method of assessment of divisional performance varies, depending 
upon whether the division is an investment centre or not, 
d) A highly autonomous division is responsible for virtually all aspects of its 
operations.  
Ans : b  
34. In a division that is treated as a profit centre, which of the following 
should be used as the basis for assessing divisional performance?  
a) Divisional profit before head office cost allocation,  
b) Contribution,  
c) Contribution less controllable fixed costs, 
d) Divisional profit before tax.  
Ans : c  
35. Which one of the following statements about goal congruenc in a 
decentralized organization is correct?  
a) Goal congruence –requires the achievement of organizational goals 
within a tight timeframe, 
b) involves the minimization of inter-divisional rivalries in order to serve 
the best interests of the organization as a whole, 
c) means that all possible steps should be taken by divisional management 
to achieve the goals of the individual division, 
d) means that all divisional managers are given the same level of profit-
related bonus.  
Ans : b  
36. A Ltd. has earned contribution of Rs. 200000 and net profit of Rs. 
150000 on sales Rs. 800000. Calculate MOS. 
a) Rs.600000,  
b) Rs. 550000, 
c) Rs. 400000,  
d) Rs. 420000  
Ans : a 
37. Which one of the following statements about non-financial 
performance measures is not correct? 
a) the use of non-financial performance measures helps to address the 
deficiencies of measurements such as Return on Investment (ROI), 



 

b) non-financial measures should correspond as far as possible with the 
aims of the organization as a whole, 
c) non-financial measures do not involve the calculation or recording of 
any numbers, 
d) the most appropriate non-financial measures vary, depending upon the 
nature of the organization.  
Ans : c  
38. Which one of the following statement about the ‘balance 
scorecard’ is correct? The balance scorecard –  
a) is an interesting theoretical idea that has never taken off in practice,  
b) is used only by aeroplane manufacturers,  
c) is unhelpful because it involves too many separate reports,  
d) has been widely adopted in leading US and European companies.  
Ans : d  
39. Which one of the following is not a key perspective of the balanced 
scorecard?  
a) financial perspective,  
b) investment perspective,  
c) internal business perspective,  
d) customer perspective.  
Ans : b  
40. Which of the following is the correct description of the break-even-
point?  
a) where total revenue equals total variable costs,  
b) where total revenue equals total contribution,  
c) where total revenue equals total fixed costs,  
d) where total revenue equals total fixed and variable costs.  
Ans : d  
41. In a profit-volume chart, what does the point at which the contribution 
line touches the vertical axis represent? 
a) the break-even point,  
b) total contribution, 
c) total variable cost,  
d) total fixed costs.  
Ans : d  
42. Which of the following best describes a fixed cost?  
a) a cost that is unaffected by time,  
b) a cost that involves a long-term commitment by the business, 
c) a cost that is unaffected by the level of inflation, 
d) a cost that is unaffected by the level of output.  
Ans : d  
43. Which one of the following best describes the margin of safety? 
a) the extent to which the total sales exceeds the total fixed costs,  



 

b) the extent to which the total sales exceeds the total fixed and variable 
costs, 
c) the extent to which the total sales exceeds the total variable costs,  
d) fixed costs / (sales revenue per unit – variable costs per unit)  
Ans : b  
44. A variable cost is one that –  
a) is constant per unit of output irrespective of the level of output,  
b) varies with the time period,  
c) will vary according to the general rate of inflation,  
d) varies directly but not proportionately with output. 
Ans : a  
45.A static budget is useful in controlling costs when cost behaviour is –  
a) mixed,  
b) fixed,  
c) variable,  
d) linear.  
Ans : b  
46. Responsibility centers include – 
a) cost centers,  
b) profit centers,  
c) investment centers,  
d) all of the above.  
Ans : d  
47. Responsibility reports for cost centers –  
a) distinguish between fixed and variable costs, 
b) use static budget data, 
c) include both controllable and non-controllable costs,  
d) include only controllable costs. 
Ans. 
48.In a responsibility report for a profit center, fixed costs are 
deducted from contribution margin to show – 
a) profit center margin,  
b) controllable margin,  
c) net income,  
d) income from operations.  
Ans : b  
49.A manager of an investment center can improve ROI by –  
a) increasing average operating assets,  
b) reducing sales, 
c) increasing variable costs,  
d) reducing variable and / or controllable fixed costs.  
Ans : d  
50. Which cost is taken into consideration for ‘make or buy’ decisions?  
a) prime cost,  



 

b) total cost,  
c) cost of production,  
d) relevant cost.  
Ans : b 
 
OTHER IMPORTANT MCQs OF ACCOUNTING: 
 
1. _____________ is the primary objective of cost accounting. 
A. cost ascertainment 
B. financial audit 
C. profit analysis. 
D. tax compliance 
ANSWER: A 
2. Direct cost incurred can be identified with--------. 
A. each department 
B. each unit of output. 
C. each month. 
D. each executive. 
ANSWER: B 
3. Overhead cost is the total of -----------------. 
A. all indirect costs 
B. all direct costs 
C. indirect and direct costs. 
D. all specific costs. 
ANSWER: A 
4. Imputed cost is a ---------. 
A. notional cost 
B. real cost 
C. normal cost 
D. variable cost 
ANSWER: A 
5. Operating costing is suitable for------------. 
A. job order business 
B. contractors 
C. Sugar industries 
D. Service industries 
ANSWER: D 
6. Process costing is suitable for-------------. 
A. hospitals 
B. oil refining firms 
C. transport firms. 
D. brick laying firms. 
ANSWER: B 
7. Cost classification can be done in ----------. 
A. Two ways. 
B. Three ways. 
C. Four ways. 
D. Several ways. 



 

ANSWER: D 
8. Cost accounting refers to the techniques and processes of----------. 
A. allocation of costs 
B. ascertainment of costs 
C. distribution of cost 
D. apportion of c 
D. sundry expenses 
ANSWER: B 
13. Indirect material used in production is classified as-----------. 
A. office overhead 
B. selling overhead 
C. distribution overhead 
D. production overhead 
ANSWER: D 
14. Warehouse rent is a part of -----------------. 
A. prime cost 
B. factory cost 
C. distribution cost 
D. production cost 
ANSWER: C 
15. Indirect material scrap is adjusted along with ------------. 
A. prime cost 
B. factory cost 
C. labour cost 
D. cost of goods sold 
ANSWER: B 
16. Which one of the following is not considered for preparation of 
cost sheet? 
A. Factory cost 
B. goodwill written off 
C. labour cost. 
D. Selling cost. 
ANSWER: B 
17. Sale of defectives is reduced from-----------. 
A. prime cost 
B. works cost 
C. cost of production 
D. cost of sales. 
ANSWER: C 
18. Economic Order Quantity is also known as _____________ 
A. Reorder quantity 
B. Optimal order quantity 
C. Both A & B 
D. None of the above 
ANSWER: C 
19. Cost of sales plus profit is----------------. 
A. selling price 
B. value of finished product. 



 

C. value of goods produced 
D. value of stocks. 
ANSWER: A 
20. Total of all direct costs is named as------------. 
A. work cost 
B. cost of goods sold 
C. prime cost 
D. cost of production. 
ANSWER: C 
21. Danger level is __________ 
A. Average consumption * Lead time for emergency purchases 
B. Average consumption * reorder period 
C. Minimum consumption * minimum reorder period 
D. Maximum consumption * maximum reorder period 
ANSWER: A 
22. Audit fees is a part of---------------. 
A. works on cost 
B. selling overhead 
C. distribution overhead 
D. adminstration overhead. 
ANSWER: D 
23. Management accounting is suitable for _________ 
A. Small businesses 
B. Co-operative societies 
C. Non profit organisations 
D. Large industrial and trading concerns 
ANSWER: D 
24. Factory overhead can be charged on the basis of ---------. 
A. material cost. 
B. labour cost. 
C. prime cost 
D. factory cost. 
ANSWER: D 
25. Office and administration expenses can be charged on the basis of-
------. 
A. material cost 
B. labour cost 
C. prime cost 
D. factory cost 
ANSWER: D 
26. Selling and distribution expenses can be charges on the basis of----
-----------------. 
A. material cost 
B. labour cost 
C. prime cost 
D. factory cost. 
ANSWER: D 



 

27. The purpose of financial accounting is to provide information for--
---------. 
A. fixing prices 
B. controlling cost. 
C. locating factory leading to wastages and losses 
D. assessing the profitability and financial position of the firm. 
ANSWER: D 
28. An example of variable cost is----------. 
A. property tax 
B. interest on capital 
C. direct material cost 
D. depreciation of machinery. 
ANSWER: C 
29. Cost accounting concepts include all the following except------------. 
A. planning 
B. controlling 
C. profit sharing 
D. product costing 
ANSWER: C 
30. Toy manufacturing industry should use----------. 
A. unit costing 
B. process costing 
C. batch costing 
D. multiple costing. 
ANSWER: C 
31. Job costing used in _________________________ 
A. chemical works 
B. printing works 
C. paper works 
D. textile mills. 
ANSWER: B 
32. Cost unit of a sugar industry can be--------- 
A. per liter 
B. per tonne 
C. per acre 
D. per meter 
ANSWER: B 
33. The ascertainment of costs after they have been incurred is known 
as-----------. 
A. marginal cost 
B. historical cost 
C. sunk cost 
D. notional cost 
ANSWER: B 
34. Direct material is a ----------------. 
A. variable cost 
B. fixed cost 
C. semi fixed cost 



 

D. semi variable cost. 
ANSWER: A 
35. According to which method of pricing issues is close to current 
economic values? 
A. Last In First Out 
B. First In First Out 
C. Highest In First Out 
D. Weighted average price. 
ANSWER: A 
36. Continuous stock taking is a part of----------- 
A. Annual stock taking 
B. perpetual inventory 
C. ABC analysis 
D. VED analysis 
ANSWER: B 
37. ___________ method of issuing materials are priced at a 
predetermined rate? 
A. specific price method. 
B. inflated price method 
C. Replacement price method. 
D. Standard price method 
ANSWER: D 
38. The term base stock in the method of issuing materials represents 
the-----------. 
A. quantity of stock being issued. 
B. maximum stock 
C. stock in balance 
D. minimum stock. 
ANSWER: D 
39. The ratios which reflect managerial efficiency in handling the 
asset is------. 
A. turnover ratios. 
B. profitability ratios. 
C. short term solvency ratios. 
D. long term ratios 
ANSWER: A 
http://172.16.2.20/printqp.php?heading=III B.Com[E.COM], 2015-
2018,... 
6 of 23 1/19/2018 2:53 PM 
40. The ratios which reveal the final result of the managerial policies 
and performance are------------. 
A. turnover ratios 
B. profitability ratios 
C. short term solvency ratios 
D. long term solvency ratio. 
ANSWER: B 
41. Net profit ratio is a ---------. 
A. turnover ratio 



 

B. long term solvency ratio 
C. short term solvency ratio 
D. profitability ratio. 
ANSWER: D 
42. Stock turnover ratio is----------------. 
A. efficiency ratio 
B. profitability ratio 
C. short term solvency ratio 
D. long term solvency ratio 
ANSWER: A 
43. Current ratio is a -----------------. 
A. short term solvency ratio 
B. long term solvency ratio 
C. profitability ratio 
D. turnover ratio. 
ANSWER: A 
44. Proprietary ratio is a ----------------. 
A. short term solvency ratio 
B. long term solvency ratio 
C. profitability ratio 
D. turnover ratio. 
ANSWER: A 
45. Fixed asset ratio is _______ ratio. 
A. long term solvency 
B. short term solvency 
C. trunover 
D. profitability. 
ANSWER: A 
46. Debtors turnover ratio is an-----------. 
A. Short term solvency ratio 
B. long term solvency ratio 
C. profitability ratio 
D. efficiency ratio 
ANSWER: D 
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47. The ratio which measures the profit in relation to capital 
employed is known as---------------. 
A. return on investment. 
B. Gross profit ratio 
C. operating profit ratio 
D. operating ratio 
ANSWER: A 
48. Return on equity is also called--------. 
A. return on on investment 
B. Gross profit ratio 
C. return on shareholders fund 



 

D. return on networth. 
ANSWER: D 
49. Preliminary expenses are an example of------------------. 
A. fixed assets 
B. current assets 
C. fictitious assets 
D. current liabilities. 
ANSWER: C 
50. Prepaid expenses are an example of-----------------. 
A. fixed assets 
B. current assets 
C. fictitious assets 
D. current liabilities 
ANSWER: B 
51. The ratio which shows the proportion of profits retained in the 
business out of the current year's profit 
is------------. 
A. payout ratio 
B. retained earning ratio. 
C. earnings per share 
D. price earning ratio 
ANSWER: B 
52. The ratio which is calculated to measure the productivity of total 
assets is----------------. 
A. return on equity. 
B. return on shareholders' funds 
C. return on total assets 
D. return on equity share holders' funds. 
ANSWER: C 
53. The dividend is related to the market value of shares is------------. 
A. interest coverage ratio 
B. fixed dividend coverage ratio 
C. debt service coverage ratio 
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D. dividend yield ratio 
ANSWER: D 
54. Turn over ratio is also known as------------. 
A. activity ratio 
B. solvency ratio 
C. liquidity ratio 
D. profitability ratio 
ANSWER: A 
55. Inventory or stock turnover ratio is also called------------. 
A. Stock velocity ratio 
B. debtors velocity ratio 
C. creditors velocity ratio 



 

D. working capital turnover ratio 
ANSWER: A 
56. Which ratio is calculated to ascertain the efficiency of inventory 
management in terms of capital 
investment? 
A. Stock velocity ratio 
B. debtors velocity ratio 
C. creditors velocity ratio 
D. working capital turnover ratio 
ANSWER: A 
57. The ratio which measures the relationship between the cost of 
goods sold and the amount of average 
inventory is----------. 
A. Stock velocity ratio 
B. debtors velocity ratio 
C. creditors velocity ratio 
D. working capital turnover ratio 
ANSWER: A 
58. Sales -Gross profit=----------------. 
A. net profit 
B. cost of production 
C. administrative expenses 
D. cost of goods sold 
ANSWER: D 
59. Opening stock+purchases+direct expenses-closing stock= -----------
----. 
A. net profit 
B. cost of production 
C. administrative expenses 
D. cost of goods sold 
ANSWER: D 
60. Which ratio measures the number of times the receivables are 
rotated in a year in terms of sales? 
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A. Stock turnover ratio 
B. debtors turnover ratio 
C. creditors turnover ratio 
D. working capital turnover ratio 
ANSWER: B 
61. Debtors turnover ratio is also called-----------. 
A. stock turnover ratio 
B. debtors velocity ratio 
C. creditors velocity ratio 
D. working capital turnover ratio. 
ANSWER: B 
62. Creditors turnover ratio is also called-------------. 



 

A. stock turnover ratio 
B. debtors turnover ratio 
C. accounts payable ratio 
D. working capital turnover ratio 
ANSWER: C 
63. Current assets-current liabilities=---------------. 
A. fixed capital 
B. working capital 
C. opening capital 
D. closing capital 
ANSWER: B 
64. The ratio of current assets to current liabilities is called-------------. 
A. liquid ratio 
B. acid test ratio 
C. current ratio 
D. cash position ratio 
ANSWER: C 
65. Internationally accepted current ratio is-----------. 
A. 1:1 
B. 2:1 
C. 3:1 
D. 4:1 
ANSWER: B 
66. Liquid ratio is also called--------------. 
A. Super quick ratio 
B. acid test ratio 
C. current ratio 
D. cash position ratio 
ANSWER: B 
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67. Current assets-(stock +prepaid expenses)= -------------------. 
A. Current assets. 
B. Fixed assets 
C. Liquid assets 
D. Fictitious assets 
ANSWER: C 
68. An ideal liquid ratio is----------------. 
A. 0.25:1 
B. 0.50:1 
C. 0.75:1 
D. 1:1 
ANSWER: D 
69. An ideal cash position ratio is -------------. 
A. 0.25:1 
B. 0.50:1 
C. 0.75:1 



 

D. 1:1 
ANSWER: C 
70. An ideal debt equity ratio is-------------. 
A. 1 
B. 2 
C. 3 
D. 4 
ANSWER: A 
71. The ratio establishes the relationship between fixed assets and 
long term fund is----------. 
A. current ratio 
B. fixed assets ratio 
C. fixed assets turnover ratio 
D. debt equity ratio 
ANSWER: B 
72. the ratio compares the shareholders funds and total tangible 
assets are------------. 
A. capital gearing ratio 
B. fixed assets turnover ratio 
C. proprietary ratio 
D. debt equity ratio 
ANSWER: C 
73. Share holders funds+Long-term loans= -----------. 
A. current assets 
B. current liabilities 
C. fixed assets 
D. capital employed 
ANSWER: D 
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74. Low turnover of stock ratio indicates-------------. 
A. solvency position 
B. monopoly situation 
C. over investment in inventory 
D. liquidity position 
ANSWER: C 
75. Fund flow statement is based on the -------------. 
A. cash concept of funds 
B. working capital concept 
C. long term funds 
D. fixed assets concept of funds 
ANSWER: B 
76. All those assets which are converted into cash in normal course of 
business within one year are known 
as-----------. 
A. fixed assets 
B. current assets 



 

C. fictitious assets 
D. wasting assets 
ANSWER: B 
77. Marginal cost is __________ 
A. Prime cost 
B. Variable cost 
C. Works cost 
D. cost of production 
ANSWER: B 
78. Depreciation on fixed assets is-------------. 
A. non operating income 
B. operating expense 
C. operating income 
D. non operating expense 
ANSWER: D 
79. Provision for income tax is--------------. 
A. non operating income 
B. operating expense 
C. operating income 
D. appropriation of profits 
ANSWER: D 
80. Profit on sale of fixed assets is------------. 
A. non trading income 
B. operating income 
C. non trading gains 
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D. long term gains 
ANSWER: A 
81. Financial accounting records only---------------. 
A. standard figures 
B. estimated figures 
C. actual figures 
D. approximate figures 
ANSWER: C 
82. Break even chart is a chart of ____________ 
A. Sales 
B. Total cost 
C. Profit 
D. Sales and Total cost 
ANSWER: D 
83. The term 'Management Accountancy' was first used in----------------. 
A. 1950 
B. 1939 
C. 1910 
D. 1947 
ANSWER: B 



 

84. Management accounting is also known as------------. 
A. price level accounting 
B. historical cost accounting 
C. financial accounting 
D. decision accounting 
ANSWER: D 
85. The prime function of management accounting is to-------------. 
A. assist tax authorities 
B. assist the management in performing its functions effectively. 
C. interpret the financial data. 
D. record business transactions 
ANSWER: B 
86. Management accounting provides valuable services to 
management in performing 
A. co-ordinating functions 
B. controlling functions 
C. planning functions 
D. all managerial functions 
ANSWER: D 
87. Management accounting is an offshoot of--------------. 
A. financial accounting 
B. cost accounting 
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C. cost accounting and inflation accounting 
D. cost accounting and financial accounting 
ANSWER: D 
88. Management accounting analyses accounting data with the help 
of-------------. 
A. auditors 
B. statutory forms 
C. tools and techniques 
D. formula. 
ANSWER: C 
89. Management accounting is suitable for--------------. 
A. large industries and trading concerns 
B. co-operative societies 
C. small businesses. 
D. non-profit organisations. 
ANSWER: A 
90. Management accounting and cost accounting functions are----------. 
A. neutral in effect 
B. complementary in nature. 
C. contradictory in nature. 
D. does not relate to each other. 
ANSWER: B 
91. Management accounting use -----------. 



 

A. quantitative data only 
B. qualitative data only 
C. descriptive data only 
D. both qualitative and qualitative data 
ANSWER: D 
92. The tracing or reassigning of costs to one or more cost objectives 
is referred to as------------. 
A. cost allocation 
B. historical costing 
C. set up costing 
D. cost apportionment 
ANSWER: A 
93. The three main categories of manufacturing costs are:-------------- 
A. direct material, direct labour and factory overhead 
B. direct labour,indirect labour and overtime premiums 
C. raw materials, work in progress and finished goods 
D. raw materials, direct labour and finished goods. 
ANSWER: A 
94. Which one of the following would be included in cash budget? 
A. depreciation charges 
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B. dividends 
C. goodwill 
D. patent amortization 
ANSWER: B 
95. The document which is prepared after receiving and inspecting 
materials-----------. 
A. material record note 
B. goods received note 
C. bill of material 
D. inventory record. 
ANSWER: B 
96. VED ia a technique for ----------------. 
A. the control of materials 
B. the control of labour 
C. the control of direct expenses 
D. the control of overhead 
ANSWER: A 
97. Bin card is maintained by---------------. 
A. costing department 
B. stores department 
C. finance department 
D. accounting department 
ANSWER: B 
98. Overhead is also known as----------. 
A. on cost 



 

B. basic cost 
C. extra cost 
D. chargeable expenses 
ANSWER: A 
99. The process of setting standards and comparing actual 
performance with standards with a view to 
control the cost is----------------. 
A. cost reduction 
B. cost control 
C. cost allocation 
D. cost ascertainment 
ANSWER: B 
100. Under ABC method of material control, the materials are 
classified according to ------------. 
A. its value 
B. its usage 
C. its nature 
D. its availability 
ANSWER: A 
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101. Reorder level=------------------------. 
A. Maximum level-Minimum level 
B. Maximum consumption * Maximum reorder period 
C. Minimum consumption * Minimum Reorder period. 
D. Normal consumption * Normal reorder period. 
ANSWER: B 
102. In order to avoid the stoppage of production due to shortage of 
material ------------. 
A. Maximum stock level is maintained 
B. Minimum stock level is maintained 
C. Re-order level is maintained 
D. average stock level is maintained 
ANSWER: B 
103. In order to avoid the cost of overstocking---------------. 
A. Maximum stock level is maintained 
B. Minimum stock level is maintained 
C. Re-order level is maintained 
D. average stock level is maintained 
ANSWER: A 
104. This is a point at which the store keeper should initiate purchase 
requisition for fresh supply. It 
is------------. 
A. Maximum stock level 
B. Minimum stock level 
C. Reorder level 
D. Average stock level 



 

ANSWER: C 
105. This is a level at which normal issue of material are stopped, but 
issued under special condition. It is 
-----------. 
A. Maximum stock level 
B. Minimum stock level 
C. Danger level 
D. Average stock level 
ANSWER: C 
106. Annual usage is 6000 units @ Rs. 20 er unit. Cost of placing and 
receiving an order is Rs. 60and 
annual carrying cost of one unit is 10% of inventory value. EOQ= -------
----- 
A. 600 units 
B. 750 units 
C. 1200 units 
D. 1250 units 
ANSWER: A 
107. _____________ is the method in which issue prices of material is 
computed by dividing total 
purchase cost of material in stock with total quantity in stock. 
A. Simple average method 
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B. Periodical average method 
C. Weighted average method 
D. Periodic simple average method 
ANSWER: C 
108. If minimum stock level is 900 units and economic ordering 
quantity is 750 units, then average stock 
level = -------------. 
A. 825 units 
B. 1275 units 
C. 1525 units 
D. 1650 units 
ANSWER: B 
109. Packing cost is --------------. 
A. Production cost 
B. Selling cost 
C. administration cost 
D. distribution cost 
ANSWER: D 
110. Directors remuneration and expenses form part of ---------------. 
A. Production overhead 
B. Administration overhead 
C. Selling overhead 
D. Distribution overhead 



 

ANSWER: B 
111. Production cost under marginal costing includes --------------. 
A. prime cost only 
B. prime cost and fixed overhead 
C. prime cost and variable overhead 
D. prime cost, variable overhead, and fixed overhead. 
ANSWER: C 
112. Contribution margin is also known as-------------. 
A. marginal income 
B. gross profit 
C. net profit 
D. net loss 
ANSWER: A 
113. Period costs are-------------------. 
A. overhead costs 
B. prime cost 
C. variable cost 
D. fixed cost 
ANSWER: D 
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114. Contribution margin is equal to------------------. 
A. fixed cost - loss 
B. profit+variable cost 
C. sales-fixed cost-profit 
D. sales-profit 
ANSWER: A 
115. P/V ratio is an indicator of-----------------------. 
A. the rate at which goods are sold. 
B. the volume of sales 
C. the volume of profit 
D. the rate of profit 
ANSWER: D 
116. Margin of Safety is the difference between:-------- 
A. Planned sales and planned profit. 
B. actual sales and break even sales 
C. planned sales and actual sales 
D. planned sales and planned expenses 
ANSWER: B 
117. An increase in variable costs -----------------. 
A. reduces contribution 
B. increases the profit 
C. increases p/v ratio 
D. increase margin of safety 
ANSWER: A 
118. An increase in selling price------------------. 
A. increases the break even point 



 

B. decreases the break even point 
C. does not the break even point 
D. optimize the break even point 
ANSWER: B 
119. A large margin of safety indicates-----------------. 
A. over production 
B. over capitalization 
C. the soundness of the business 
D. under capitalization 
ANSWER: C 
120. CVP analysis is most important for the determination of-------------
--. 
A. sales revenue necessary to equal to fixed cost 
B. relationship between revenues and cost at various levels of 
operations 
C. variable revenues necessary to equal fixed costs. 
D. volume of operations necessary to break-even. 
ANSWER: A 
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121. Earnings per share (EPS) is a __________ 
A. Profitability ratio 
B. Turnover ratio 
C. Liquidity ratio 
D. None of these 
ANSWER: A 
122. If fixed costs decrease while variable cost per unit remains 
constant, the new BEP in relation to the 
old BEP will be------------------. 
A. lower 
B. higher 
C. unchanged 
D. indeterminate 
ANSWER: B 
123. Selling price per unit Rs. 10; variable cost Rs. 8 per unit; fixed 
cost Rs. 20,000; Break Even 
production in units---------------. 
A. 10,000 
B. 16,300 
C. 2,000 
D. 2,500 
ANSWER: A 
124. Sales Rs. 25,000; Variable cost Rs. 8,000; Fixed cost Rs. 5,000; 
Break Even sales in 
value----------------. 
A. Rs.7936 
B. Rs.7353 



 

C. Rs.8333 
D. Rs.9090 
ANSWER: B 
125. Fixed cost Rs. 80,000; variable cost Rs. 2 per unit; selling price Rs. 
10 per unit ; turnover required for 
a profit target of Rs. 60,000-----------------. 
A. Rs. 1,75,000 
B. Rs. 1,17,400 
C. Rs. 1,57,000 
D. Rs. 1,86,667 
ANSWER: A 
126. Sales Rs. 25,000; variable cost Rs. 15,000; Fixed cost Rs. 4,000; 
P/V ratio is ---------------. 
A. 40% 
B. 80% 
C. 15% 
D. 30% 
ANSWER: A 
127. Sales Rs. 50,000; variable cost Rs. 30,000; Net profit Rs. 6,000; 
Fixed cost is-----------------. 
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A. Rs. 10,000 
B. Rs. 14,000 
C. Rs. 12,000 
D. Rs. 8,000 
ANSWER: B 
128. Actual sales Rs. 4,00,000; Break Even Sales Rs. 2,50,000; Margin 
of safety in percentage is 
--------------------- 
A. 66.67% 
B. 33.33% 
C. 37.5% 
D. 76.33% 
ANSWER: C 
129. P/V ratio 50%; variable cost of the produce Rs. 25; selling price 
is------------------. 
A. Rs. 50 
B. Rs.40 
C. Rs. 30 
D. Rs. 55 
ANSWER: A 
130. Fixed cost Rs. 2,00,000; sales Rs. 8,00,000; P/V ratio 30%; the 
amount of profit is---------------. 
A. Rs. 50,000 
B. Rs. 40,000 
C. Rs. 35,000 



 

D. Rs. 45,000 
ANSWER: B 
131. P/V ratio is 25% and margin of safety is Rs. 3,00,000; the amount 
of profit is-------------. 
A. Rs. 1,00,000 
B. Rs. 80,000 
C. Rs. 75,000 
D. Rs. 60,000 
ANSWER: C 
132. Total sales Rs. 20,00,000; fixed expenses Rs. 4,00,000; P/V ratio 
40%; Break even capacity in 
percentage is -------------. 
A. 40% 
B. 60% 
C. 50% 
D. 45% 
ANSWER: C 
133. Break-even point occurs at 40% of total capacity, margin of 
safety will be------------. 
A. 40% 
B. 60% 
C. 80% 
D. 85% 
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ANSWER: B 
134. If the P/V ratio of a product is 30% and selling price is Rs. 25 per 
unit, the marginal cost of the 
product would be --------------. 
A. Rs. 18.75 
B. Rs. 16 
C. Rs. 15 
D. Rs. 20 
ANSWER: A 
135. Absorption costing is also known as-----------------. 
A. historical costing 
B. real costing 
C. marginal costing 
D. standard costing 
ANSWER: A 
136. Under marginal costing stock are valued at--------------------. 
A. fixed cost 
B. semi variable cost 
C. variable cost 
D. market price 
ANSWER: C 
137. Marginal costing lays emphasis on-----------------. 



 

A. production 
B. sales 
C. marketing 
D. advertising 
ANSWER: B 
138. Selling price-marginal cost=---------------------------. 
A. Fixed cost 
B. semi-variable cost 
C. contribution 
D. break even point 
ANSWER: C 
139. Total sales-total variable cost----------------------- 
A. fixed cost 
B. semi variable cost 
C. Contribution 
D. break even point 
ANSWER: C 
140. contribution means ----------------------- 
A. Fixed cost 
B. semi-variable cost 
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C. margin of safety 
D. fixed cost + profit 
ANSWER: D 
141. One of the most important tools of cost planning is------------. 
A. budget 
B. direct cost 
C. unit cost 
D. cost sheet 
ANSWER: A 
142. Sales budget is a -----------------. 
A. Functional budget 
B. Expenditure budget 
C. Master budget 
D. Flexible budget 
ANSWER: A 
143. The budget which usually takes the form of budgeted profit and 
loss account and balance sheet is 
known as-------------------- 
A. flexible budget 
B. Master budget 
C. Cash budget 
D. purchase budget 
ANSWER: B 
144. Which of the following is usually a long-term budget? 
A. Fixed budget 



 

B. Cash budget 
C. Sales budget 
D. Capital expenditure budget. 
ANSWER: D 
145. Zero base budgeting refers to _________ 
A. Short term and long term budgeting 
B. Performance reporting 
C. Responsibility Accounting 
D. Justification of every item in the budget afresh 
ANSWER: D 
146. The budget, which is prepared first of all is----------------. 
A. Master budget 
B. Cash budget 
C. Budget for key factor 
D. flexible budget 
ANSWER: C 
147. Operation budget normally cover for a period of------------------. 
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A. one to ten years 
B. one to two years 
C. one to five years 
D. one year or less 
ANSWER: D 
148. The entire process of preparing the budget is known as--------------
------. 
A. planning 
B. organising 
C. budgeting 
D. controlling 
ANSWER: C 
149. Budgetary control starts with-----------------------. 
A. planning 
B. organising 
C. budgeting 
D. controlling 
ANSWER: C 
150. Long-term budgets are prepared for -----------------. 
A. 1 year 
B. 1-3 years 
C. 1-5years 
D. 5-10 years 
ANSWER: D 
   
  
  



 

UNIT-8   BUSINESS MANAGEMENT 
  
1. In the past three to four decades, many management theorists, and 
writers have made remarkable contribution in the study of management. 
By studying the various approaches to management analysis, we can 
understand the concept of management and have a better understanding of 
managerial functions. Which approach to management emphasizes 
managing people by understanding their individual psychological needs? 
(a)  Empirical Approach                           
(b)  Decision Theory Approach 
(c)  Management Science Approach         
(d)  Interpersonal Behavior Approach 
(e)  Contingency Approach. 
2. The communication process is made up of various components. Which of 
the following is the actual physical product from the source? 
(a)  Feedback                                         
(b)  Filter                                               
(c)  Message 
(d)  Channel                                            
(e)  Understanding. 
3. Which of the following would not be an accurate depiction of the 
differences between strategic and tactical planning? 
(a)   Strategic planning is developed mainly by upper-level management 
and tactical planning is generally developed by lower-level management 
(b)   Facts for strategic planning are generally easier to gather than facts for 
tactical planning 
(c)   Strategic plans generally contain less details than tactical plans 
(d)   Strategic plans generally cover a longer period of time than tactical 
plans 
(e)   Managers who are engaged in the development of strategic plans tend 
to work in more uncertainty than those managers engaged in the 
development of tactical plans. 
4. Which of the following statements concerning grapevine is not correct? 
(a)   Grapevine is generally used irregularly in organizations 
(b)   Grapevine can and often does generate harmful rumors 
(c)   Grapevine is used largely to serve the self-interests of people within it 
(d)   Some managers use grapevine to their advantage 
(e)   In time, and with proper pressure, grapevine can be eliminated. 
5. The conflict-resolution approach that corresponds with a high level of 
assertiveness and a low level of cooperativeness, is referred to as 
(a)  Compromising                                  
(b)  Collaborating                                    
(c)  Forcing 
(d)  Avoiding                                          
(e)  Accommodating. 
6. Mr. Sunil works for “Energy Engineering Works.” Apart from the regular 
compensation, the company provides him with things such as tuition 



 

reimbursement, recreational opportunities etc. What is the name given to 
these things of value? 
(a)  Incentives                                         
(b)  Benefits                                           
(c)  Rewards 
(d)  Compensation                                  
(e)  Social benefits. 
7. The fact that 70-80 percent of a manager’s time is taken up by his 
interactions with others, highlights the need for effective communication 
for successful management. Which of the following strategies is not likely 
to improve communication effectiveness? 
 
(a)   Avoiding non-verbal cues 
(b)   Using simple, unambiguous language 
(c)   Using active listening techniques 
(d)   Using appropriate and consistent nonverbal cues 
(e)   Using the feedback loop in the communication process. 
8. Two factor theory of motivation provides useful insights into the 
relationship between individual and situational or hygiene factors. Which 
of the following is a hygiene factor? 
(a)  Achievement                                     
(b)  Interpersonal relations               
(c)  Recognition 
(d)  Challenging work                              
(e)  Increased responsibility. 
9. Identify the sequence of different steps in controlling. 
I.     Measurement of performance. 
II.     Comparison of actual and standard. 
III.    Analysis of causes of deviation. 
IV.   Actual performance. 
V.    Corrective action plan. 
 
(a)  (III), (IV), (V), (I), (II)                           (b)  (II), (III), (IV), (V), (I) 
(c)  (I), (II), (IV), (III), (V)                           (d)  (IV), (I), (II), (III), (V) 
(e)  (V), (IV), (III), (II), (I). 
10. JIT (Just-In-Time) inventory control is an approach to inventory 
control, which stipulates that materials should arrive just, as they are 
needed, in the production process. Which of the following would generally 
not be associated with a successful JIT program, for the purpose of 
inventory control? 
(a)   Well-organized receiving and handling of materials purchased from 
suppliers 
(b)   Strong management commitment 
(c)   Suppliers located in diverse and distant locations 
(d)   High quality of materials purchased from suppliers 
(e)   Dependable and long-lasting relationships with suppliers and 
customers. 
 



 

Answers 
 
1. Answer : (d) Reason :    Interpersonal Behavior Approach to 
management emphasizes managing people by understanding their 
individual psychological needs.  Hence, from above discussion, we can infer 
that option (d) is correct. 
2. Answer : (c) Reason :   The communication process is made up of 
various components. The message is the actual physical product from the 
source encoding. Hence, from above discussion, we can infer that option (c) 
is correct. 
3. Answer : (b) Reason :    Strategic plan is used to establish overall 
objectives for the organization and position the organization in terms of its 
environment. Facts for strategic planning are generally more difficult to 
gather than facts for tactical planning. Hence, from above discussion, we 
can infer that option (b) is correct. 
4.  Answer : (e) Reason :    Grapevine is an integral part of organizational 
communication and hence cannot be eliminated. 
5. Answer : (c)  Reason :    The conflict-resolution approach that corresponds 
with a high level of assertiveness and a low level of cooperativeness, is 
referred to as Forcing. Hence, from above discussion, we can infer that option 
(c) is correct. 
6. Answer : (b) Reason :    The term associated with things such as tuition 
reimbursement, recreational opportunities etc is benefits which is 
provided apart form the regular compensation. i.e. Benefits are forms of 
supplementary compensation. They represent monetary and non-
monetary payments over and above the wages paid. (a) Incentives 
represent special compensation opportunities that are usually tied to 
performance. (c) Rewards are given in recognition of specific achievements 
whereas social benefits in the form of say club memberships are given to 
enhance the employee status. (d) Compensation is the financial 
remuneration given by the organization to its employers for their work. 
 
7.  Answer :   (a) Reason :     Avoiding non-verbal cues is not likely to 
improve communication effectiveness. Rather, non-verbal cues are very 
important for effective communication as they often help in understanding 
the hidden feelings in people. 
                 Hence, from above discussion, we can infer that option (a) is 
correct. 
                                                                                                            
8. Answer : (b)   Reason :    Interpersonal relationships can be considered 
as a hygiene factor under Two factor theory. 
9.Answer : (d)    Reason :    The steps in controlling are actual 
performance, measurement of performance, comparison of actual and 
standard.  Analysis of courses of deviation and corrective action plan. (d) is 
correct answer. 
10. Answer : (c)   Reason : A successful JIT program requires that 
suppliers be located in close proximity of the company, so that materials 
can arrive as and when needed. 



 

                 Hence from above discussion, we can infer that option (c) would 
generally not be associated with a successful JIT program. Options (a), (b), 
(d) and (e) would all be associated with a successful JIT program. 
 
11. Information that originates outside the organization is known as 
external information. Which of the following is/are example(s) of 
external information in an organization? 
(a)   Daily receipts and expenditures 
(b)   Salesperson Quotas 
(c)   Descriptions of customer satisfaction with products and services 
(d)   Quantity of an item in hand or in inventory 
(e)   Cost and selling price of the company’s item. 
12. Which of the following decision-making models emphasizes short-
run solution of a problem rather than long-term goal 
accomplishment? 
(a) Rational model                          
(b) Satisficing model                       
(c) Incremental model   
(d) Garbage-can model                   
(e) Decision tree. 
13. Sofia works in one of seven research and development 
departments at General Automobile Corporation. This would suggest 
that General Automobiles has a  
(a)  Functional structure                               
(b)  Divisional structure          
(c)  Flat structure 
(d)  High degree of centralization                 
(e)  Tall structure. 
14. Which of the following information processing systems gives the 
output in the form of summary and exception reports that are useful 
to the managers? 
(a)  Decision support system                   
(b)  Management information system 
(c)  Office automation system                 
(d)  Transaction processing system 
(e)  Executive support system. 
15. In which of Likert’s four systems of leadership, managers do not 
have complete confidence and trust in subordinates but nevertheless, 
solicit advice from subordinates while retaining the right to make 
final decision? 
(a)  Participative leadership style            (b)  Benevolent-authoritative 
leadership style 
(c)  Consultative leadership style            (d)  Exploitative-authoritative 
leadership style 
(e)  Trait theory of leadership style. 
16. Performance appraisals are important in an organization because 
they 
I.     Provide systematic judgments to support promotions. 



 

II.     Provide a basis for coaching. 
III.    Provide a basis for counseling. 
IV.   Let subordinates know where they stand with the boss. 
(a)  Only (I) above                                   
(b)  Only (II) above                                                               
(c)  Both (I) and (IV) above                      
(d)  (I), (III) and (IV) above                       
(e)  All (I), (II), (III) and (IV) above. 
17. Ratio analysis helps a manager to compare the performance of the 
organization with its previous performance or the performance of its 
competitors. Which of the following is a ratio of creditors’ 
contribution to that of the owners? 
(a)  Current ratio                                      
(b)  Debt-equity ratio 
(c)  Return on investment (ROI)                
(d)  Net profit margin                   
(e)  Inventory turnover. 
18. Which of the following inventory techniques uses cards to monitor 
inventory movement? 
(a)  ABC Analysis                                    
(b)  JIT Approach                                    
(c)  Kanban 
(d)  Kaizen                                              
(e)  Economic Order Quantity. 
19. A decision support system (DSS) is an interactive computer 
system used to plan and make decisions. Which of the following is/are 
true with regard to Decision Support System (DSS)? 
I.     Executive decisions are the focal points in DSS. 
II.     DSS specializes in easy-to-use software. 
III.    DSS employs interactive processing. 
IV.   The control and use of DSS rests with the central information 
management department. 
(a)  Only (I) above                                   
(b)  Both (I) and (II) above 
(c)  Both (III) and (IV) above                     
(d)  (I), (II) and (III) above 
(e)  (II), (III) and (IV) above. 
20. Which of the following is/are postulates of the path – goal theory? 
I.     The leader clearly defines the path to goal attainment for subordinates. 
II.     The leader motivates subordinates to participate in decision-making. 
III.    The leader sets clear and specific goals for subordinates. 
IV.  The leader suitably rewards employees as per their performance. 
(a)  Only (II) above                                  
(b)  Only (IV) above 
(c)  Both (II) and (IV) above                      
(d)  (I), (II) and (IV) above                        
(e)  All (I), (II), (III) and (IV) above. 
 



 

Answers 
 
 
11. Answer : (c) Reason : Descriptions of customer satisfaction with 
products and services are examples of external information in an 
organization. Hence from above discussion, we can infer that option (c) is 
correct. 
                  Options (a), (b), (d) and (e) are all examples of internal 
information in an organization. 
12. Answer : (c) Reason :    Incremental model emphasizes short-run 
solution of a problem rather than long-term goal accomplishment. (a) 
Rational model is a model of managerial decision-making, which suggests 
that managers engage in completely rational decision process, ultimately 
make optimal decisions and process, and understand all information 
relevant to their decisions at the time they make them. (b) Satisficing 
model describe the way modern managers must, of necessity, make 
decisions with incomplete information by choosing from among the few 
most likely alternatives. (d) Garbage can model is a non-rational model of 
management decision-making stating that mangers behave in virtually a 
random pattern in making non-programmed decisions. (e) Decision tree is 
a quantitative decision-making tool based on a graphic model that displays 
the structure of a sequence of alternative courses of action and usually 
shows the payoff associated with various paths and the probabilities 
associated with future conditions. 
13. Answer : (b) Reason :    Sofia works in one of seven research and 
development departments at General Automobile Corporation and this 
suggests  that General Automobile has a divisional structure. i.e. to say 
divisional structure is a type of departmentation in which positions are 
grouped according to similarity of products, services or markets. (a) 
Functional structure is a type of departmentation in which positions are 
grouped according to their main functional or specialized area. (c) Flat 
structure is a structure that has few hierarchical levels and wide spans of 
control. (d) High degree of centralization is the tendency to restrict 
delegation of decision-making in an organization structure, usually by 
holding authority at or near the top of the organization structure. (e) Tall 
structure is a structure that has many hierarchical levels and narrow spans 
of control. 
14. Answer : (b)Reason :    MIS (Management Information System) gives 
the output in the form of summary and exception reports that are useful to 
the manager. 
15.  Answer : (c) Reason :    When managers have substantial but not 
complete confidence and trust in subordinates and solicit advice from 
subordinates while retaining the right to make final decision, Likert’s four 
systems of management describes it as consultative leadership style. (a) In 
Participative leadership style the manager has complete trust and 
confidence in the subordinates in all the matters. (b) In Benevolent 
leadership style the managers have a patronizing confidence and trust in 
subordinates, solicit some ideas and opinions from subordinates, motivate 



 

with rewards and some fear and punishment, permit some upward 
communication and allow some delegation of decision-making but with 
close policy control. (d) In exploitative-authoritative leadership style the 
managers represents doctorial leadership behavior with all decisions made 
by the manager. (e) Trait theory of leadership style assumes that leaders 
share certain inborn personality traits. 
16. Answer : (e)  Reason :    Performance appraisals are important in an 
organization because they provide systematic judgements to support 
promotions; provide a basis for coaching; provide a basis for counseling; 
and let subordinates know where they stand with the boss. 
17. Answer : (b) Reason :    Debt-equity ratio indicates what percentage of 
the organization’s assets creditors furnish. (a) Current ratio is the ratio of 
current assets to current liabilities. (c) Return on investment (ROI) is the 
ratio of net income to total assets. (d) Net profit margin is the ratio of net 
income to net sales. (e) Inventory turnover is the ratio of cost of goods sold 
to inventory. 
18. Answer : (c)  Reason : Kanban is a subsystem of the JIT approach 
involving a simple parts movement system that depends on cards and 
containers to pull parts from one work center to another. (a)ABC analysis 
is a technique of inventory management, in which the inventory is 
distributed based on price & usage of the inventory. (b) A JIT is an 
approach to inventory control that emphasizes having materials arrive just 
as they are needed in the production process. (d)  Kaizen is a Japanese 
term implying continuous improvement. 
                (e)  EOQ is an inventory control method developed to minimize 
ordering plus holding 
       costs, while avoiding stock out costs.                     
19. Answer : (d) Reason:  The following are the characteristics of DSS: 
              (I)    Executive decisions are the focal points in DSS. 
              (II)    DSS specializes in easy-to-use software 
              (III)   DSS employs interactive processing. 
              (1V) The control and use of DSS rests with the users and not the 
central information management department 
                      Statement given in (IV) is incorrect; hence option (d) is the 
correct answer. 
20. Answer : (e) Reason :   According to Path-Goal theory, the leader 
clearly defines the path to goal attainment for subordinates, when leader 
motivates subordinates to participate in decision-making and sets clear 
and specific goals to the organization and a leader should suitably reward 
employees as per their performance. So, all the statements mentioned are 
true for path-goal theory. 
 
21. Behaviorally Anchored Rating Scales (BARS) is a sophisticated 
performance rating method. Which of the following is not true with 
regard to BARS? 
(a)   BARS minimizes subjective interpretation inherent in graphic rating 
scales 



 

(b)   BARS makes use of ‘anchors’ (common reference points of 
performance) 
(c)   BARS concentrates on job-specific behaviors and hence is highly 
meaningful 
(d)   BARS is a simple and cost-effective rating method           
(e)   BARS can be applied in organizations where a large number of people 
perform similar jobs. 
22. Which of the following is not true with regard to functional 
authority? 
(a)  Functional authority is the authority staff members have over line 
members within the   limits of their functions 
(b)  Functional authority has the same effect as line authority but it doesn’t 
have the right that line authority has, to punish violations or deviations in 
order to ensure compliance 
(c)  Functional authority is limited to those areas where a staff member has 
some technical competence 
(d)  The use of functional authority should be restricted to the procedural 
aspects of a function 
(e)   Functional authority is in sync with the principle of unity of command. 
23. Creativity is an important factor in managing people. Which of the 
following is not true with regard to the creative process? 
(a)  Creativity is the ability to develop new ideas 
(b)  The creative process starts with unconscious scanning 
(c)  Intuition connects the unconscious with the conscious 
(d)  Insight leads to intuition 
(e)   Insight is tested against organizational reality. 
24. According to "expectancy theory", the probability of an individual 
acting in a particular way depends on 
I.     The personality of the individual and the likelihood it will change. 
II.     The company and its potential to be moving in the right direction. 
III.    The situation. 
IV.   The strength of that individual's belief that the act will have a 
particular outcome and on whether the individual values that outcome. 
(a)  Only (I) above                                   
(b)  Only (IV) above 
(c)  Both (I) and (III) above                       
(d)  Both (II) and (IV) above 
(e)  (I), (III) and (IV) above. 
25. Which of the following techniques for improving productivity 
aims at reducing costs by analyzing and improving individual 
operations of a product or service? 
(a)  Work simplification                           
(b)  Time-event network              
(c)  Value engineering 
(d)  Total Quality Management                 
(e)  Quality Circle. 
26. Span of control an important factor, which is to be taken into 
account when undertaking organizational design. Maintaining a large 



 

span of control within an organization is most effective in all except 
one of the following situations? 
(a)   When subordinates prefer autonomy 
(b)   When tasks are routine 
(c)  When jobs are similar but have varying performance measures 
(d)  When subordinates are highly trained 
(e)  When managers are competent. 
27. Functional job analysis is a widely used systematic job analysis 
approach. Which of the following dimensions of an individual’s job 
does functional job analysis focus on? 
I.     Data, people and jobs pertaining to the individual’s job. 
II.     Interpersonal relationships required to perform the job. 
III.    Tools and equipment used by the worker. 
IV.   Products and services produced by the worker. 
 
(a)  Only (I) above                                                           
(b)  Only (III) above        
(c)  Both (II) and (IV) above                                              
(d)  (I), (III) and (IV) above                              
(e)  All (I), (II), (III) and (IV) above. 
28. Organizational culture is the collection of shared values, beliefs, 
rituals, stories, myths and specialized language that foster a feeling of 
community among organization members. Which of the following is 
not a characteristic of organization culture? 
(a)   It differentiates one organization from another 
(b)   It defines the internal environment of an organization 
(c)   It ensures consistency in the behavior of organization members 
(d)   It remains absolutely stable throughout the life of an organization 
(e)   It is perceived by the organization members as well as by outsiders. 
29. Management By Objectives (MBO) is a system for achieving 
organizational objectives, enhancement of employee commitment 
and participation. Which of the following is not an advantage of MBO? 
(a)  Role clarity                                      (b)  Clarity in organizational action 
(c)  Personnel satisfaction                      (d)  Basis for organizational change 
(e)  Flexibility. 
30. Which of the following are the characteristics of the planning 
process usually adopted in Japanese Management style? 
I.     Long-term orientation.                     
II.     Individual decision-making. 
III.    Decisions flowing from bottom to top and back.     
IV.  Slow decision-making. 
 
(a)  Both (I) and (II) above                       (b)  Both (I) and (III) above 
(c)  Both (II) and IV) above                      (d)  (I), (III) and (IV) above 
(e)  (II), (III) and (IV) above. 
 
Answers 
 



 

21. Answer : (d)Reason :    BARS minimizes subjective interpretation 
inherent in graphic rating scales. They make use of ‘anchors’ (common 
reference points of performance) and they concentrate on job-specific 
behaviors and hence are highly meaningful. However, BARS are time-
consuming and costly to develop, as they should cover each dimension of 
all jobs in the department. As a result, BARS tend to be used in situations in 
which relatively large numbers of individuals perform similar jobs. 
22. Answer : (e)Reason :    The authority to control other departments, 
related to specific tasks, is known as functional authority. It is defined as 
the formal authority staff members have over line members within the 
limits of their functions. It has the same effect as line authority but it does 
not have the right that line authority has, to punish violations or deviations 
in order to ensure compliance. Functional authority is limited to those 
areas where a staff person has some technical competence. The use of 
functional authority should be restricted to the procedural aspects of a 
function. But functional authority violates the principle of unity of 
command since authority over specific functional activities is exercised not 
only by line managers but also by staff managers. 
23. Answer : (d)Reason :    Creativity is the ability to develop new ideas. 
The creative process comprises four phases: unconscious scanning, 
intuition, insight, and logical formulation. Intuition connects the 
unconscious with the conscious, and leads to insight. In the final phase of 
the creative process, insight is tested against organizational reality. 
24. Answer : (b)Reason :    According to "expectancy theory", the 
probability of an individual acting in a particular way depends on the 
strength of that individual's belief that the act will have a particular 
outcome and on whether the individual values that outcome. Hence option 
(b) is the correct answer. 
25. Answer : (c)Reason : Value engineering involves analyzing the 
operations of the products or service, estimating the value of each 
operation, and modifying that operation so that the cost is lowered. 
                 (a) Work simplification involves teaching workers the concepts of 
time and motion studies, layout of work situations, and workflow analysis 
in order to improve work methods. 
              (b) Time-event network is a logical extension of the Gantt chart and 
uses Critical Path Method to help in planning and controlling operations. 
              (d) Total Quality Management (TQM) calls for active participation of 
all the members at all levels of the organization in order to ensure its (the 
organization’s) long-term commitment to improvement of quality. 
                (e) A quality circle is a group of people who belong to an 
organizational area and who meet regularly to solve the problems they face 
at work. 
26. Answer : (c)   Reason : Maintaining a large span of control within an 
organization is most effective in all situations except when jobs are similar 
but have varying performance measures. 
27. Answer : (d)Reason :    Functional Job Analysis focuses on the 
following dimensions of an individual job: 
 I.     Data, people and jobs pertaining to the individual’s job. 



 

III.    Tools and equipment used by the worker. 
IV.       Products and services produced by the worker. 
Hence, from above discussion, we can infer that option (d) is correct. 
28. Answer : (d)Reason :    Organization culture is the collection of shared 
values, beliefs, rituals, stories, myths, and specialized language that foster a 
feeling of community among organization members. Organizational culture 
is distinctive and it differentiates one organization from another. It is based 
on certain norms, which define the internal environment of an 
organization. When the members of an organization interact with each 
other, they use a common language, and follow the same norms and hence 
organizational culture ensures consistency in their behavior. It is perceived 
by the members of the organization as well as by outsiders. Though 
organizational culture is fairly stable, it keeps evolving from time to time. 
29. Answer : (e)Reason :    MBO helps in better managing the 
organizational resources and activities through clarity of objectives, role 
clarity, periodic feedback on performance, and participation by managers. 
It provides the key result areas (KRAs) where organizational efforts are 
needed, which leads to clarity in organizational action. Since MBO allows 
participation of employees in objective setting and a rational performance 
appraisal, it provides the greatest opportunity for personnel satisfaction. 
Also, MBO stimulates organizational change and provides a framework and 
guidelines for planned change, enabling the top management to initiate, 
plan, direct, and control the direction and speed of change. However, MBO 
has some limitations also, which include inflexibility in the organization, 
particularly when the objectives need to be changed. 
30. Answer : (d) Reason :    The characteristics of the planning process 
usually adopted in Japanese Management style are: (1) Long-term 
orientation, (2) Collective decision-making, (3) Decisions flowing bottom to 
top and back, (4) Slow decision-making. Hence,  (d) is the correct answer. 
 
31. Which of the following refers to the flow of information among 
persons at different levels, who have no direct reporting 
relationships? 
(a)  Horizontal communication                 (b)  Diagonal communication                  
(c)  Upward communication                    (d)  Downward communication                
(e)  Forward communication.  
32. Every organization structure, even a poor one, can be charted. 
Which of the following is false with respect to Organization Chart? 
(a)   It is a vital tool for providing information about organizational 
relationships 
(b)   It provides a visual map of the chain of command 
(c)   Charting an organization structure can show up the complexities and 
inconsistencies, which can be corrected 
(d)   It shows authority relationships as well as informal and informational 
relationships 
(e)   It helps managers and new personnel to know how and where they fit 
into the organization structure. 



 

33. As Arvind Misra is reviewing the progress of his organization in 
meeting its organizational goals, he is struck by the fact that his 
organization has an organizational structure that might be causing 
problems. The current structure diffuses accountability, makes it 
difficult to respond to changing conditions quickly, and results in 
situations where someone might have two bosses. Which of the 
following organization forms best fits these disadvantages being 
experienced by Mr. Misra? 
(a)  Geographical structure                     (b)  Matrix structure               (c)  
Divisional structure 
(d)  Customer structure                           (e)  Functional structure. 
34. The garbage-can model is effective in which of the following 
situation/s? 
I.     When managers have no specific goal preferences. 
II.     When the means of achieving goals are unclear. 
III.    When there are frequent changes in the participants involved in 
decision-making. 
IV.   When the degree to which decision-makers can determine optimal 
decisions is limited by the individuals’ capacity and intelligence.           
(a)  Only (IV) above                                                              (b)  Both  (I) and (II) 
above                     
(c)  Both (III) and (IV) above                    (d)  (I), (II) and (III) above                        
(e)  All (I), (II), (III) and (IV) above.  
35. Which of the following is true about the conclusions drawn from 
the trait approach to leadership? 
(a)   The trait approach identifies traits that consistently separate leaders 
from nonleaders 
(b)   There are certain traits that guarantee that a leader will be successful 
(c)   The trait approach is based on early research that assumes that a good 
leader is born, not made 
(d)   Leadership is a simple issue of describing the traits of successful 
leaders 
(e)   The trait approach is based on early research that assumes that a good 
leader is made, not born. 
36. Which of the following information systems has low-volume data 
and analytical models as data inputs? 
(a)  Management Information System      (b)  Decision Support System 
(c)  Executive Support System               (d)  Transaction Processing System 
(e)  Office Automation System. 
37. An objective is the object or aim of an action. Management by 
Objectives (MBO) is a management process that is popular in many 
organizations. It is the joint setting of goals and objectives by 
superiors and subordinates. A major difference between traditional 
objective setting and MBO is 
(a)   In MBO, there are multiple objectives covering a range of 
organisational activities 
(b)   In traditional objective setting the objectives, once formulated, 
provide direction for management decisions 



 

(c)   In traditional objective setting the objectives, once established, form 
the criteria against which actual accomplishments can be measured 
(d)   In MBO, organisation members may actually pursue objectives other 
than the formal organisational objectives 
(e)   Traditional objective setting is ‘top down’ only, while MBO is both a 
‘top down’ and ‘bottom up’ process. 
38. In the Japanese management style, the controlling function is 
characteristic of  
I.     Focus on individual performance. 
II.     Control by peers. 
III.    Extensive use of quality control circles. 
IV.   Fixing blame. 
(a)  Both (I) and (II) above                       (b)  Both (I) and (III) above 
(c)  Both (I) and (IV) above                     (d)  Both (II) and (III) above 
(e)  Both (II) and (IV) above. 
39. The strengths and weaknesses of each alternative become obvious 
in which step of the decision making-process? 
(a)  Identifying the problem                     (b)  Identifying the decision criteria 
(c)  Analyzing the alternatives                 (d)  Implementing the alternative 
(e)  Obtaining the needed resources. 
40. The recruitment procedure is initiated when a vacancy occurs and 
is reported to the HR department. Which of the following is usually 
the first step followed in the recruitment procedure? 
(a)   Designing job description 
(b)   Developing a job specification 
(c)   Performing job analysis 
(d)   Attracting a pool of applicants 
(e)   Selecting best recruits. 
 
 
Answers 
 
31. Answer : (b) 
Reason:  Diagonal communication refers to the flow of information among 
persons at different levels, who have no direct reporting relationships. 
32. Answer : (d) 
Reason:  Organization Chart is a vital tool for providing information about 
organizational relationships. It shows authority relationships and neglects 
significant informal and informational relationships. Hence, option (d) is 
false with respect to Organization Chart. Options (a), (b), (c) and (e) are all 
true with respect to Organization Chart. 
33. Answer : (b) 
Reason:  The matrix structure best fits the disadvantages being 
experienced by Mr. Misra. 
34. Answer : (d) 
Reason:  The garbage-can model is effective in the following situations 
              I. When managers have no specific goal preferences 
              II. When the means of achieving goals are unclear 



 

III. When there are frequent changes in the participants involved in 
decision-making 
Statement (IV) is a condition under which a satisficing decision is made 
Hence, option (d) is the answer. 
35. Answer : (c) 
Reason:  The trait approach is based on early research that assumes that a 
good leader is born, not made. 
36. Answer : (b) 
Reason:  Decision Support System (DSS) is an information system that 
helps the managers in decision-making. It uses low-volume data and 
analytical models as data inputs. Hence, option (b) is correct. 
37. Answer : (e) 
Reason:  MBO is the joint setting of goals and objectives by superiors and 
subordinates and clarifying on the objective itself. Traditional objective 
setting is ‘top down’ only, while MBO is both a ‘top down’ and ‘bottom up’ 
process. Hence, option (e) is correct. 
38. Answer : (d) 
Reason:  In the Japanese management style, the controlling function is 
characteristic of  
              (i) Focus on group performance                       
              (ii) Control by peers 
(iii) Extensive use of quality control circles 
              (iv) Saving face 
              Hence option (d) is the answer. 
39. Answer : (c) 
Reason:  The strengths and weaknesses of each alternative become obvious 
in “analyzing the alternatives” stage of the decision-making process. 
40. Answer : (c) Reason:  The Recruitment Procedure consists of the 
following steps: 
(i)         Performing Job Analysis. 
(ii)       Designing Job Description. 
(iii)      Developing a Job Specification. 
(iv)     Attracting a Pool of Applicants. 
(v)       Selecting Best Recruits. 
              Hence, from above discussion, we can infer that option (c) is correct 
 
41. Managers making ethical decisions may belong to any of the three 
levels of moral development. Which of the following stages describes 
the conventional level of moral development? 
(a)   Following rules only when it is in one’s immediate interest 
(b)   Valuing rights of others and upholding absolute values and rights, 
regardless of the majority's opinion 
(c)   Sticking to rules to avoid physical punishment 
(d)   Living up to what is expected by people who are close to oneself 
(e)   Following self-chosen ethical principles even if they violate the law. 
42. Direct control is the control that is exercised after the deviations 
from plans have occurred. Which of the following is not an underlying 
assumption of direct control? 



 

(a)   Performance can be measured 
(b)   Personal responsibility is absent 
(c)   The time expenditure is warranted 
(d)   Mistakes can be discovered in time 
(e)   The individual who is responsible will take corrective steps. 
43. Which function of management involves filling, and keeping filled, 
the positions in the organization structure? 
(a)  Organizing                                        
(b)  Planning                                           
(c)  Staffing 
(d)  Controlling                                        
(e)  Leading. 
44. Which of the following is not true about ‘power’? 
(a)  Power requires no formal position                           
(b)  Power works both ways – downward and upward     
(c)  Power is derived from many sources           
(d)  Formal authority is a type of power             
(e)  Power is a narrow term compared to authority. 
45. In an organization, a superior has the right to get tasks 
accomplished by his subordinates, but the responsibility remains 
with the superior. This principle which intends to eliminate the 
practice of “passing the buck”, is known as 
(a)  Authority on par with responsibility     
(b)  Hierarchy of authority 
(c)  Unity of direction                                                            
(d)  Downward delegation of authority 
(e)  Unity of command. 
46. Robert Owen was one of the prominent contributors to 
preclassical management thought. Which of the following did Robert 
Owen advocate/propose?  
(a)  Division of labor    
(b)   Legislative reforms to improve working conditions of labor              
(c)  Profit-sharing plan              
(d)  Study of management        
(e)  Emphasis on the importance of business skills for running a business. 
47. Informal communication is also referred to as 
(a)  Grapevine                                         
(b)  Buzz                                                 
(c)  Pipeline 
(d)  Noise                                               
(e)  Uproar. 
48. An intervention, in Organization Development (OD) terms, is a 
systematic attempt to correct an organizational deficiency uncovered 
through diagnosis. Which of the following intervention techniques is 
concerned with the interpersonal relations and dynamics operating 
in work groups? 
(a)  Technostructural activity                    
(b)  Team building               



 

(c)  Skill development 
(d)  Process consultation                        
(e)  Survey feedback. 
49. Why do such companies as Ford, Federal Express, Boeing, or 
Proctor & Gamble put together cross-functional teams? 
(a)  Because each member has unique knowledge that adds value to the 
overall decision 
(b)  Because it is cheaper than hiring consultants 
(c)  Because decisions can be reached at almost twice the speed of other 
decision format styles 
(d)  Because it diffuses risk (blame) of a wrong decision choice 
(e)  Because of inadequate availability of manpower. 
50. Which of the following is an advantage of the functional structure? 
(a)  It follows principle of occupational specialization                 
(b)  It permits growth and diversity of products and services      
(c)  There is better face-to-face communication with local interests         
(d)  There is improved environmental monitoring            
(e)  It improves coordination in a region.  
 
 
Answers 
 
41. Answer : (d) 
Reason:  Living up to what is expected by people who are close to oneself 
describes the conventional level of moral development. Options (a) and (c) 
describe the  preconventional stage. Options (b) and (e) describe the 
principled stage. 
42. Answer : (b) 
Reason:  The underlying assumptions of direct control are: 
(i)    Performance can be measured. 
(ii)   Personal responsibility exists. 
(iii)      The time expenditure is warranted. 
(iv)     Mistakes can be discovered in time. 
(v)   The individual who is responsible will take corrective steps. 
       Hence, option (b) is not the underlying assumption of direct control. 
       Options (a), (c), (d) and (e) are all underlying assumptions of direct 
control. 
43. Answer : (c) 
Reason:  The staffing function of management involves filling, and keeping 
filled, the positions in the organization structure. 
44. Answer : (e) 
Reason:  Power is a much broader concept than authority. Therefore, 
option (e) is not true about power and is the answer. 
45. Answer : (d) 
Reason:  The principle which intends to eliminate the practice of “passing 
the buck”, is known as downward delegation of authority. In downward 
delegation, a superior has the right to get tasks accomplished by his 
subordinates, but the responsibility remains with the superior. 



 

46. Answer : (b) 
Reason:  Robert Owen proposed legislative reforms to improve working 
conditions of labor. 
47. Answer : (a) 
Reason:  Informal communication is also referred to as grapevine. 
48. Answer : (d) 
Reason:  Process Consultation intervention technique is concerned with 
the interpersonal relations and dynamics operating in work groups. Hence, 
option (d) is correct. 
49. Answer : (a) 
Reason:  Companies such as Ford, Federal Express, Boeing, or Proctor & 
Gamble put together cross-functional teams because each member has 
unique knowledge that adds value to the overall decision. A cross-
functional team, in business, consists of a group of people working toward 
a common goal and made of people with different functional expertise, 
which makes their knowledge unique. 
50. Answer : (a) 
Reason:  Following the principle of occupational specialization is an 
advantage of the functional structure. (b) Permitting growth and diversity 
of products and services is an advantage of divisional structure. (c) Better 
face-to-face communication with local interests and (e) improved 
coordination in a region are advantages of a divisional structure. (d) 
Improved environmental monitoring is an advantage of the matrix 
structure. 
 
51. Which of the following steps in the planning process involves the 
organization asking the question “in which environment – internal or 
external – will our plans operate”?  
(a)  Formulating supporting plans          
(b)          Comparing alternatives in the light of goals      
(c)   Considering planning premises       
(d)   Identifying alternatives        
(e)   Setting objectives or goals. 
52. Sakshi Pathak is considering the following questions as she 
approaches a planning period: (a) What industries should we get into 
or out of? (b) In which businesses should the corporation invest 
money? Which of the following levels would be appropriate to address 
the questions facing Ms. Pathak? 
(a)  Corporate level                                 
(b)  Business level              
(c)  Operational level                                                             
(d)  Functional level                               
(e)  Departmental level. 
53. Which of the following managers deal with the actual operations of 
an organization’s units? 



 

(a)  First level                                          
(b)  Top level                          
(c)  Middle level                        
(d)  Administrative                                   
(e)  Customer support. 
54. Which of the following is/are objectives of sensitivity training?  
I.     It helps individuals gain insights into their behavior and helps them 
analyze the way they appear to others. 
II.     It helps individuals develop the skills necessary for diagnosing and 
understanding of group processes. 
III.    It exposes managers to theories, principles and new developments in 
management. 
(a)  Only (I) above                                  (b)  Only (III) above                                
(c)  Both (I) and (II) above                       (d)  Both (II) and (III) above                       
(e)  All (I), (II) and (III) above. 
55. Douglas McGregor identified two opposing perspectives (Theory X 
and Theory Y) that he believed typified managerial views of 
employees and suggested that management must start with the basic 
question of how managers see themselves in relation to others. Which 
of the following is not correct about his theory? 
(a)   Theory X managers view people as having an inherent dislike of work 
(b)   Theory X managers assume that people are self motivated and do not 
want to be directed 
(c)   Theory Y managers assume that the average person will accept, even 
seek, responsibility 
(d)   Theory Y managers view people as responsible and conscientious 
(e)   Theory Y managers assume that people are internally motivated to 
accomplish the goals and objectives. 
56. Inventory is vital to organizations, as it represents considerable 
costs. Various methods have been developed to control inventory 
related costs. Which inventory control method minimizes ordering 
and holding costs, while avoiding stock-out costs? 
(a)  Mathematical model                         (b)  Linear programming                         
(c)  Economic order quantity                  (d)  JIT inventory system 
(e)  Kanban. 
57. Which of the following ratios tests the relationship between the 
sales and the various assets of a firm? 
(a)  Activity ratio                                     
(b)  Current ratio       
(c)  Inventory turnover ratio  
(d)  Return on investment ratio                 
(e)  Debt ratio  



 

58. Which model/theory of leadership does Kavita Ramakrishnan use, 
when she determines the effectiveness of decisions as measured by 
group performance/participation; quality and acceptance? 
(a)   House's Path-Goal Theory   
(b)  Fiedler’s Contingency approach 
(c)  Blake and Mouton's Managerial Grid 
(d)  Hersey and Blanchard's Situational Leadership Model 
(e)  Vroom and Yetton's Normative Decision Model. 
59. The bargaining power of buyers, as described by Porter, is high 
when  
(a)  There are only a few players in the industry  
(b)          Their purchases form a large chunk of the sellers’ total sales     
(c)    There are no substitutes for products being purchased        
(d)   Products or services are critical to the buyer’s business 
(e)   There are great differences in products, in terms of features, 
manufactured by various suppliers. 
60. Performance appraisals are important in an organization because 
they 
I.     Provide systematic judgements to support promotions. 
II.     Provide a basis for coaching. 
III.    Provide a basis for counseling. 
IV.   Let subordinates know where they stand with the boss. 
(a)  Only (I) above                                   
(b)  Only (II) above                                                               
(c)  Both (I) and (IV) above                      
(d)  (I), (III) and (IV) above                       
(e)  All (I), (II), (III) and (IV) above. 
 
Answers 
 
51. Answer : (c) 
Reason:  The question “in which environment – internal or external – will 
our plans operate” is asked in the stage/step when an organization is 
considering planning premises.     
52. Answer : (a) 
Reason:  The purpose of the corporate level strategy is to identify the 
business areas in which an organization will carry out its operations. 
Therefore, the corporate level strategy would be appropriate to address the 
questions facing Ms. Pathak 
53. Answer : (c) 
Reason:  Middle level managers deal with the actual operation of the 
organization’s units. 



 

54. Answer : (c) 
Reason:  Statements (I) and (II) are objectives of sensitivity training. 
Sensitivity training involves training in small groups in which people 
develop a sensitive awareness and understanding of themselves and of 
their relationships with others. Statement (III) is an objective of university 
management programs. 
55. Answer : (b) 
Reason:  As per McGregor, Theory X managers assume that people prefer to 
be directed, wish to avoid responsibility, have little ambition, and above all, 
want security. Hence, option (b) is not correct about his theory. Options (a), 
(c), (d) and (e) are all correct about his theory. 
56. Answer : (c) 
Reason:  The Economic Order Quantity (EOQ) is an inventory control 
method developed to minimize ordering and holding costs, while avoiding 
stockout costs. 
57. Answer : (a) 
Reason:  Activity ratio tests the relationship between the sales and the 
various assets of a firm. 
58. Answer : (e) 
Reason:  Kavita Ramakrishnan is using Vroom and Yetton's Normative 
Decision Model. In this model, the degree of participation of employees in 
the decision making process is important. Also the acceptance of the 
decision by subordinates is important. 
59. Answer : (b) 
Reason:  The bargaining power of buyers is high when their purchases form 
a large chunk of the sellers’ total sales. The remaining options are factors 
that make buying power of suppliers high. Hence, option (b) is the answer. 
60. Answer : (e) 
Reason:  Performance appraisals are important in an organization because 
they provide systematic judgements to support promotions; provide a basis 
for coaching; provide a basis for counseling; and let subordinates know 
where they stand with the boss. 
61. Managers at all three levels of management require different kinds 
of skills to perform the functions associated with their jobs. A major 
difference in skill requirements between middle level and top-level 
managers is that 
(a) Top managers must generally be more skilled than middle managers in 
every respect 
(b) Top managers require better interpersonal skills but less conceptual 
skills than middle managers 
(c) Top managers generally require better technical and interpersonal skills 
than middle managers 



 

(d) Top managers generally require higher level conceptual skills but less 
technical skills than middle managers 
(e) Middle managers require better technical and conceptual skills than top 
managers. 
62. The behavioral approach of management thoughts can be classified into 
I.       Bureaucratic management. 
II.     Group influences. 
III.    Hawthorne studies. 
IV.    Contingency theory. 
 
(a) Both (I) and (II) above 
(b) Both (I) and (III) above 
(c) Both (II) and (III) above 
(d) (I), (II) and (III) above 
(e) (II), (III) and (IV) above. 
63. By studying the various approaches to management analysis, we can 
understand the concept of management and have a better understanding of 
managerial functions. Which approach to management emphasizes 
managing people by understanding their individual psychological needs? 
(a) Empirical approach 
(b) Decision theory approach 
(c) Management science approach 
(d) Interpersonal behavior approach 
(e) Contingency approach. 
64. Immoral management not only ignores ethical concerns, but also 
actively opposes ethical behavior. Organizations with immoral 
management is/are characterized by 
I.     Total concern for company profits only. 
II.     Laws are regarded as hurdles to be removed. 
III.    Less inclination to minimize expenditure. 
 
(a) Only (I) above 
(b) Only (II) above       
(c) Both (I) and (II) above 
(d) Both (I) and (III) above 
(e) All (I), (II) and (III) above. 
65. The communication process is made up of various components. 
Which of the following is the actual physical product from the source? 
(a) Feedback 
(b) Filter 
(c) Message 
(d) Channel 



 

(e) Understanding. 
66. Practicing ethical guidelines enables managers to become 
followers of moral management approach. They facilitate ethical 
business decisions. Which of the following is not an ethical guideline 
for managers? 
(a) Upholding human dignity 
(b) Obeying the law 
(c) Non-allowance for participation of stakeholders in the decision-making 
process 
(d) Primum Non-Nocere 
(e) Telling the truth. 
67. Despite the many advantages of planning, there may be some 
obstacles and limitations in this process, since nothing is perfect on 
this earth, as a general rule of law. Which of the following would not 
be considered a potential advantage of planning? 
(a) It helps managers to be future oriented 
(b) It enhances decision coordination 
(c) It increases the amount of time available for other managerial functions 
(d) It emphasizes organizational objectives 
(e) It helps in offsetting uncertainty and risk. 
68. Which of the following would not be an accurate depiction of the 
differences between strategic and tactical planning? 
(a) Strategic planning is developed mainly by upper-level management and 
tactical planning is generally developed by lower-level management 
(b) Facts for strategic planning are generally easier to gather than facts for 
tactical planning 
(c) Strategic plans generally contain less details than tactical plans 
(d) Strategic plans generally cover a longer period of time than tactical 
plans 
(e) Managers who are engaged in the development of strategic plans tend 
to work in more uncertainty than those managers engaged in the 
development of tactical plans. 
69. Using the BCG matrix requires considering which of the following 
factors? 
(a) Types of risk associated with product development 
(b) Threats that economic conditions can create in future 
(c) Social factors 
(d) Market shares and growth of markets in which products are selling 
(e) Political pressures. 
70. Proctor & Gamble (P&G) makes fourteen different laundry soap 
products and completely dominates the laundry detergent market. 
Through constant changes in packaging, it is trying to influence the 



 

perception of customers that its products are unique. Which of the 
following generic strategies is P&G using? 
(a) Cost leadership 
(b) Differentiation 
(c) Focus 
(d) Globalization 
(e) Niche strategy. 
 
Answers 
 
61. Answer :  (d) 
Reason : The major difference in skill requirements between middle and 
top managers is that top managers generally require higher level 
conceptual skills but less technical skills than middle managers. Hence, 
from above discussion, we can infer that option (d) is correct. 
62. Answer :  (c) 
Reason : The behavioral approach of management thoughts can be 
classified into 
·      Group influences 
·      Hawthorne studies. 
63. Answer :  (d) 
Reason : Interpersonal Behavior Approach to management emphasizes 
managing people by understanding their individual psychological needs.  
Hence, from above discussion, we can infer that option (d) is correct. 
64. Answer :  (c) 
Reason : Immoral management not only ignores ethical concerns, but also 
actively opposes ethical behavior. Organizations with immoral maangement 
are characterized by 
·      Total concern for company profits only. 
·      Laws are regarded as hurdles to be removed. 
·      Strong inclination to minimize expenditures. 
Hence, option (c) is the correct answer. 
65. Answer :  (c) 
Reason : The communication process is made up of various components. 
The message is the actual physical product from the source encoding. 
Hence, from above discussion, we can infer that option (c) is correct. 
66. Answer :  (c) 
Reason : Non-allowance for participation of stakeholders in the decision-
making process is not an ethical guideline for managers. Hence from above 
discussion, we can infer that option (c) is correct. Options (a), (b), (d) and 
(e) are all ethical guidelines for managers. 
67. Answer :  (c) 



 

Reason : Planning can be defined as the process by which managers set 
missions and objectives, assess the future, and develop courses of action to 
accomplish these objectives. However, it need not increase the amount of 
time available for other managerial functions. Hence, from above 
discussion, we can infer that option (c) is correct. Options (a), (b), (d) and 
(e) are all potential advantages of planning. 
68. Answer :  (b) 
Reason : Strategic plan is used to establish overall objectives for the 
organization and position the organization in terms of its environment. 
Facts for strategic planning are generally more difficult to gather than facts 
for tactical planning. Hence, from above discussion, we can infer that option 
(b) is correct. 
69. Answer :  (d) 
Reason : Using the BCG matrix requires considering market shares and 
growth of markets in which products are selling. 
70. Answer :  (b) 
Reason : In the given example P&G uses the differentiation strategy. 
 
 
71. The bargaining power of buyers, as described by Porter, is high when 
(a) There are only a few players in the industry 
(b) Their purchases form a large chunk of the sellers’ total sales 
(c) There are no substitutes for products being purchased 
(d) Products or services are critical to the buyer’s business 
(e) There are great differences in products, in terms of features, 
manufactured by various suppliers. 
72. The conflict-resolution approach that corresponds with a high level of 
assertiveness and a low level of cooperativeness, is referred to as 
(a) Compromising 
(b) Collaborating 
(c) Forcing 
(d) Avoiding 
(e) Accommodating. 
73. Which approach to decision-making under conditions of uncertainty 
believes that individual attitudes toward risk vary with events, with people 
and positions? 
(a) Risk analysis 
(b) Risk communication 
(c) Decision trees 
(d) Utility theory 
(e) Game theory. 
74. Which of the following are characteristics of a closed system? 



 

I.     It is perfectly deterministic and predictable. 
II.     There is no exchange between the system and the external 
environment. 
III.    It is a realistic view. 
IV.   It is flexible and adaptable. 
 
(a) Both (I) and (II) above 
(b) Both (I) and (IV) above 
(c) Both (II) and (III) above 
(d) Both (III) and (IV) above        
(e) (I), (II) and (III) above. 
75. Information that originates outside the organization is known as 
external information. Which of the following is an example of external 
information in an organization? 
(a) Daily receipts and expenditures 
(b) Salesperson quotas 
(c) Descriptions of customer satisfaction with products and services 
(d) Quantity of an item in hand or in inventory 
(e) Cost and selling price of the company’s item. 
76. The major disadvantage of the divisional structure is 
(a) Diseconomies of scale 
(b) Requires people with general managerial capabilities 
(c) Managerial vacuum 
(d) Duplication of activities and resources 
(e) It is slow in responding to changes. 
77. Power based upon identification with a person who has desirable 
resources or personal traits is known as 
(a) Coercive power 
(b) Legitimate power 
(c) Expert power 
(d) Referent power 
(e) Reward power. 
78. Which of the following decision-making models emphasizes short-run 
solution of a problem rather than long-term goal accomplishment? 
(a)Rational model 
(b)Satisficing model 
(c)Incremental model 
(d)Garbage-can model 
(e)Decision tree. 
79. Which of the following is usually the first step followed in the 
recruitment procedure? 
(a) Designing job description 



 

(b) Developing a job specification 
(c) Performing job analysis 
(d) Attracting a pool of applicants 
(e) Selecting best recruits. 
80. Which of the following is not a part of the human resource management 
function in most organizations? 
(a)Sanctioning 
(b)Performance appraisal 
(c)Training 
(d)Human resource planning 
(e)Compensation. 
 
Answers: 
 
71. Answer :  (b) 
Reason : The bargaining power of buyers, as described by Porter, is high 
when their purchases form a large chunk of the sellers’ total sales. 
72. Answer :  (c) 
Reason : The conflict-resolution approach that corresponds with a high 
level of assertiveness and a low level of cooperativeness, is referred to as 
Forcing. Hence, from above discussion, we can infer that option (c) is 
correct. 
73. Answer :  (d) 
Reason : The preference or utility theory is based on the belief that 
individual attitudes toward risk vary with events, with people and 
positions. 
74. Answer :  (a) 
Reason : The following statements are characteristics of a closed system : 
·      It is perfectly deterministic and predictable. 
·      There is no exchange between the system and the external 
environment. 
75. Answer :  (c) 
Reason : Descriptions of customer satisfaction with products and services 
are examples of external information in an organization. Hence from above 
discussion, we can infer that option (c) is correct. Options (a), (b), (d) and 
(e) are all examples of internal information in an organization. 
76.Answer :  (d) 
Reason : Duplication of activities and resources is a major disadvantage of 
the divisional structure. 
77. Answer :  (d) 
Reason : Power based upon identification with a person who has desirable 
resources or personal traits is known as referent power. 



 

78. Answer :  (c) 
Reason : Incremental model emphasizes short-run solution of a problem 
rather than long-term goal accomplishment. (a) Rational model is a model 
of managerial decision-making, which suggests that managers engage in 
completely rational decision process, ultimately make optimal decisions 
and process, and understand all information relevant to their decisions at 
the time they make them. (b) Satisficing model describe the way modern 
managers must, of necessity, make decisions with incomplete information 
by choosing from among the few most likely alternatives. (d) Garbage can 
model is a non-rational model of management decision-making stating that 
mangers behave in virtually a random pattern in making non-programmed 
decisions. (e) Decision tree is a quantitative decision-making tool based on 
a graphic model that displays the structure of a sequence of alternative 
courses of action and usually shows the payoff associated with various 
paths and the probabilities associated with future conditions. 
79. Answer :  (c) 
Reason : The Recruitment Procedure consists of the following steps : 
·      Performing Job Analysis. 
·      Designing Job Description. 
·      Developing a Job Specification. 
·      Attracting a Pool of Applicants. 
·      Selecting Best Recruits. 
Hence, from above discussion, we can infer that option (c) is correct. 
80. Answer :  (a) 
Reason : Sanctioning means giving formal permission or approval. It not a 
part of the human resource management function in most organizations. 
Hence, from above discussion, we can infer that option (a) is correct. 
Options (b), (c), (d) and (e) are all parts of the human resource 
management function in most organizations. 
81. Which of the following is the first step in formulating a career strategy? 
(a) Development of strategic career alternatives 
(b) Analysis of personal strengths and weaknesses 
(c) Consistency testing and strategic choices 
(d) Implementation of the career plan 
(e) Monitoring progress. 
82. Forces/traits within the manager that determine effective leadership 
behavior include his/her 
I.     Values. 
II.     Confidence in subordinates. 
III.    Hunger for power. 
IV.   Aggressiveness. 
 



 

(a) Both (I) and (II) above 
(b) Both (I) and (IV) above 
(c) Both (III) and (IV) above 
(d) (I), (II) and (IV) above 
(e) All (I), (II), (III) and (IV) above. 
83. Which of the following is an on-the-job training technique? 
(a) Organizational socialization 
(b) Creation of “assistant-to” positions 
(c) Performance appraisal 
(d) Job enlargement 
(e) Job analysis. 
84. According to Maslow, a person who is looking for affection, 
belongingness, acceptance, and friendship is at which need level? 
(a) Physiological 
(b) Safety 
(c) Social 
(d) Esteem 
(e) Self-actualization. 
85. Creativity is an important factor in managing people. Which of the 
following is not true with regard to the creativity process? 
(a) Creativity is the ability to develop new ideas 
(b) The creativity process starts with unconscious scanning 
(c) Intuition connects the unconscious with the conscious 
(d) Insight leads to intuition 
(e) Insight is tested against organizational reality. 
86. Which of the following is not one of the leadership styles suggested by 
path-goal theory? 
(a) Instrumental leadership 
(b) Benevolent-authoritative leadership 
(c) Supportive leadership 
(d) Participative leadership 
(e) Achievement-oriented leadership. 
87. Which of the following is not an effective listening technique? 
(a) Avoiding premature evaluation 
(b)Avoiding eye contact 
(c) Exhibiting affirmative nods and appropriate facial gestures 
(d) Finding an area of interest in what the other person is saying 
(e) Judging the content of the message, but not the weakness of the speaker. 
88. According to “Expectancy Theory”, the probability of an individual 
acting in a particular way depends on 
I.     The personality of the individual and the likelihood that it will change. 
II.     The company and its potential to move in the right direction. 



 

III.    The situation. 
IV.   The strength of that individual's belief that the act will have a particular 
outcome and on whether the individual values that outcome. 
 
(a) Only (I) above 
(b) Only (IV) above 
(c) Both (I) and (III) above 
(d) Both (II) and (IV) above 
(e) (I), (III) and (IV) above. 
89. Which of the following are reasons why productivity of knowledge 
workers is more difficult to measure than productivity of industrial 
workers? 
I.     The quality of a knowledge worker’s output cannot be determined 
immediately. 
II.     The output of a knowledge worker often contributes only indirectly to 
the achievement of the end-result. 
III.    Upgraded skills of knowledge workers due to rapid technological 
advances make output measurement difficult. 
IV.   Knowledge workers often assist other organizational units and this 
contribution is difficult to measure. 
 
(a) Both (I) and (II) above 
(b) Both (III) and (IV) above 
(c) (I), (II) and (IV) above 
(d) (II), (III) and (IV) above 
(e) All (I), (II), (III) and (IV) above. 
90. Which of the following are the characteristics of the planning process 
usually adopted in Japanese Management style? 
I.     Long-term orientation. 
II.     Individual decision-making. 
III.    Decisions flowing from bottom to top and back. 
IV.   Slow decision-making. 
 
(a) Both (I) and (II) above 
(b) Both (I) and (III) above 
(c) Both (II) and IV) above 
(d) (I), (III) and (IV) above 
(e) (II), (III) and (IV) above. 
 
ANSWERS 
 
81. Answer :  (b) 



 

Reason : The steps in formulating a career strategy are as follows : 
·      Preparation of a personal profile. 
·      Development of long-range personal and professional goals. 
·      Analysis of the environment. 
·      Analysis of Personal Strengths and Weaknesses. 
·      Development of Strategic Career Alternatives. 
·      Consistency Testing and Strategic Choices. 
·      Development of short-range career objectives and action plans. 
·      Development of contingency plans. 
·      Implementation of the Career Plan. 
·      Monitoring Progress. 
Hence, from above discussion, we can infer that option (b) is correct. 
82. Answer :  (d) 
Reason : Forces/traits within the manager that determine effective 
leadership behavior include his/her 
·      Values. 
·      Confidence in subordinates. 
·      Aggressiveness. 
83. Answer :  (c) 
Reason : Creation of “assistant-to” positions is an on-the-job training 
technique. 
84. Answer :  (c) 
Reason : According to Maslow, a person who is looking for affection, 
belongingness, acceptance, and friendship is said to be having a social need. 
85. Answer :  (d) 
Reason : Creativity is the ability to develop new ideas. The creative process 
comprises four phases: unconscious scanning, intuition, insight, and logical 
formulation. Intuition connects the unconscious with the conscious, and 
leads to insight. In the final phase of the creative process, insight is tested 
against organizational reality. 
86. Answer :  (b) 
Reason : Path-goal theory suggests four types of leadership : Instrumental, 
supportive, participative, and achievement-oriented leadership. 
87. Answer :  (b) 
Reason : Avoiding eye contact is not an effective listening technique. 
Effective listening requires eye contact. Hence, from above discussion, we 
can infer that option (b) is not an effective listening technique. Options (a), 
(c), (d) and (e) are all effective listening techniques. 
88. Answer :  (b) 
Reason : According to "expectancy theory", the probability of an individual 
acting in a particular way depends on the strength of that individual's belief 



 

that the act will have a particular outcome and on whether the individual 
values that outcome. Hence option (b) is the correct answer. 
89. Answer :  (c) 
Reason : The following are reasons why productivity of knowledge workers 
is more difficult to measure than productivity of industrial workers : 
·     The quality of a knowledge worker’s output cannot be determined 
immediately. 
·     The output of a knowledge worker often contributes only indirectly to 
the achievement of the end result. 
·     Knowledge workers often assist other organizational units and this 
contribution is difficult to measure. 
90. Answer :  (d) 
Reason : The characteristics of the planning process usually adopted in 
Japanese Management style are : (1) Long-term orientation, (2) Collective 
decision-making, (3) Decisions flowing bottom to top and back, (4) Slow 
decision-making. Hence,  (d) is the correct answer. 
91. Which of the following skills is most important for first level 
managers and includes knowledge of and proficiency in activities 
involving methods, processes and procedures? 
(a)   Human                                            (b)  Conceptual                                    (c)  
Design 
(d)  Technical                                         (e)  Administrative. 
92. The Gantt Chart (invented by Henry L. Gantt), still used today in the 
production planning area of many organizations was the first simple visual 
device to maintain production control. It is essentially a bar graph with 
(a)   Time on the horizontal axis; the activities to be scheduled on the 
vertical axis 
(b)   Time on the vertical axis; project completion on the horizontal axis 
(c)   Time on the horizontal axis; project completion on the vertical axis 
(d)   Time on the vertical axis; the activities to be scheduled on the 
horizontal axis 
(e)   Time on either axis; the activities to be scheduled on the other axis. 
93. Controls can be classified based on timing or stage in the production 
process. Which of the following statements is not true about the various 
types of controls? 
(a)   Steering controls are used following completion of activity 
(b)   Preventive controls are used prior to the start of activity and feedback 
controls follow completion of activity 
(c)   Concurrent controls are used during the performance of activity and 
feedforward controls prior to start of activity 
(d)   Quality control tests of output are an example of concurrent control 



 

(e)   Comparison of employee input per hour with established standards is 
an example of steering control. 
94. Which of the following arguments against a firm being socially 
responsible indicates the belief that businesses are being socially 
responsible when they attend only to economic interests? 
(a)   Too much power                                                            (b)  Violation of profit 
maximization 
(c)   Excessive costs                                                            (d)  Lack of social skills 
(e)  Lack of accountability. 
95. Practicing ethical guidelines enables managers to become followers of 
moral management approach. They facilitate ethical business decisions. 
Which of the following is not an ethical guideline for managers? 
(a)   Upholding human dignity                 (b)  Obeying the law 
(c)   Non-allowance for participation of stakeholders in the decision-making 
process 
(d)   Primum Non-Nocere                        (e)    Telling the truth. 
96. The most general form of standing plans that specifies the broad 
parameters within which organization members are expected to operate in 
pursuit of organizational goals are called 
(a)  Procedures                                      (b)  Programmes 
(c)  Single-use plans                                                              
(d)  Policies             (e)  Rules. 
97. Programmes and budgets are examples of 
(a)   Single-use plans                                                             
(b)  Standing rules   (c)  Procedures 
(d)  Gantt chart components                    
(e)  Critical paths. 
98. Management by Objectives (MBO) is a joint setting of goals and 
objectives by superiors and subordinates. If you were responsible for 
setting up an MBO program, which of the following steps would you need to 
complete before the others? 
(a)   Establish specific goals for various departments, subunits and 
individuals 
(b)   Formulate action plans 
(c)   Clarify organizational roles 
(d)   Implement and maintain self-control 
(e)   Do performance appraisal. 
99. Which of the following is not true regarding programmed decisions? 
(a)   They are made in well-structured situations 
(b)   They are based on established policies and procedures 
(c)   They require managers to exercise discretion 
(d)   They are made mostly by lower-level managers 



 

(e)   They limit the managers’ flexibility. 
100. Direct control is the control that is exercised after the deviations from 
plans have occurred. Which of the following is not the underlying 
assumption of direct control? 
(a)   Performance can be measured 
(b)   Personal responsibility is absent 
(c)   The time expenditure is warranted 
(d)   Mistakes can be discovered in time 
(e)   The individual who is responsible will take corrective steps. 
 
Answers 
 
91. Answer : (d) 
Reason : Technical skills are most important for first level managers and 
include knowledge of and proficiency in activities involving methods, 
processes, and procedures. 
92. Answer : (a) 
Reason : A Gantt chart is essentially a bar graph with time on the horizontal 
axis and the activities to be scheduled on the vertical axis.  Hence from 
above discussion, we can infer that option (a) is correct. 
93. Answer : (a) 
Reason : Steering controls are used during the performance of activity.  So 
option (a) is the answer. 
94. Answer : (b) 
Reason : The belief that businesses are being socially responsible when 
they attend only to economic interests is known as “Violation of profit 
maximization” argument against a firm being socially responsible. Hence 
from above discussion, we can infer that option (b) is correct. 
95. Answer : (c) 
Reason : Non-allowance for participation of stakeholders in the decision-
making process is not an ethical guideline for managers. Hence from above 
discussion, we can infer that option (c) is correct. Options (a), (b), (d) and 
(e) are all ethical guidelines for managers. 
96. Answer : (d) 
Reason : The most general form of standing plans that specifies the broad 
parameters within which organization members are expected to operate in 
pursuit of organizational goals are called policies. 
97. Answer : (a) 
Reason : Programmes and budgets are examples of single-use plans. 
98. Answer : (c) 



 

Reason : MBO (Management By Objectives) is the process of joint setting of 
goals/objectives by the superior and the subordinate, and clarifying on the 
objective itself. 
The various steps in the MBO Process are: 
Develop overall organizational goals. 
Clarify organizational roles. 
Establish specific goals for various departments, subunits and individuals. 
Formulate action plans. 
Implement and maintain self-control. 
Do periodic review. 
Do performance appraisal. 
                 Hence, from above discussion, we can infer that option (c) is 
correct. 
99. Answer : (c) 
Reason : Programmed decisions require managers to exercise little 
discretion. 
100. Answer : (b) 
Reason : The underlying assumptions of direct control are: 
Performance can be measured. 
Personal responsibility exists. 
The time expenditure is warranted. 
Mistakes can be discovered in time. 
The individual who is responsible will take corrective steps. 
Hence, from above discussion, we can infer that option (b) is not the 
underlying assumption of direct control. Options (a), (c), (d) and (e) are all 
underlying assumptions of direct control. 
101. Xeta Electronics Ltd. is faced with the problem of allocating resources 
to its newly set up computer peripherals division, because of some practical 
constraints like limited availability of resources, time, man-hours etc. 
Which of the following decision-making techniques can help it solve the 
problem? 
(a)  Linear Programming                         (b)  Decision tree     (c)  Simulation 
(d)   Waiting-line method                         (e)  Game theory. 
102. The concept of span of management concerns 
(a)   Seeing that managers at the same level have equal numbers of 
subordinates 
(b)   Employee skill and motivation levels 
(c)   Supervision of one less than the known number of subordinates 
(d)   A determination of the number of individuals a manager can effectively 
supervise 
(e)   The nature of organization structure. 



 

103.Several fundamental aspects pertaining to the organization need to be 
considered to describe the process of organizing. Which of the following 
steps are involved in the process of organizing? 
I.     The objectives of the organization should be established. 
II.    The supportive objectives and plans should be formulated. 
III.   Emphasis on extreme occupational specialization. 
IV.   Authority should be delegated to the head of each group to perform 
their activities. 
 
(a)  Both (I) and (II) above                       (b)  Both (II) and (III) above 
(c)  Both (II) and (IV) above                     (d)  (I), (II) and (III) above 
(e)  (I), (II) and (IV) above. 
104. There are three major forms of divisional structures: product division, 
geographic division and customer division. Which of the following 
statements is not true about Customer Division or Departmentation? 
(a)   It is set up to service particular types of clients or customers 
(b)   It can address the special and widely varied needs of customers for 
clearly defined services 
(c)   It is accompanied by the benefits of specialization 
(d)   Coordination between sales and other functions becomes easier 
(e)   Facilities and manpower, specialized for certain customer groups may 
be under-employed. 
105. A matrix structure is a type of departmentalization that superimposes 
a horizontal set of divisional reporting relationships into a hierarchical 
functional structure. The major disadvantage of the matrix structure is 
(a)  Duplication of resources                  (b)  Lack of employee satisfaction 
(c)  Lack of economies of scale             (d)  Its propensity to foster power, 
struggles 
(e)  Monotony of work. 
106. Which of the following management information systems is an 
interactive computer system that provides managers with the necessary 
information for making intelligent decisions?  
(a)  Transaction processing system         (b)  Decision support system 
(c)  Office automation system                (d)  Executive support system 
(e)  Line support system. 
107. Which of the following statements is not true of internationalization of 
organizations? 
(a)   To reach organizational objectives, management may extend its 
activities to include an emphasis on organizations in foreign countries 
(b)   In general, the larger the organization, the greater the likelihood that it 
participates in international activities of some sort 



 

(c)   A manager’s failure to understand different national sovereignties, 
national conditions, and national values and institutions can lead to poor 
investment decisions 
(d)   Personal adjustments that employees of multinational corporations 
must make can influence how productively they work 
(e)   Generally speaking, a multinational organization transcends any home 
country, whereas a transnational organization does not. 
108. Which of the following can be said to be an appropriate technique for 
line personnel in reducing the line-staff conflict? 
(a)   Emphasize the objectives of the organization as a whole 
(b)   Make proper use of the staff abilities 
(c)   Obtain any necessary skills they do not already possess 
(d)   Deal intelligently with resistance to change rather than view it as an 
immovable barrier 
(e)   Ignore the abilities of the staff personnel. 
109. From the delegator’s aspect, all of the following are the factors 
affecting the delegation of authority except 
(a)  Love for authority                             (b)  Fear of exposure 
(c)  Attitude towards subordinates          (d)  Fear of criticism 
(e)  Personality traits of the superiors. 
110. The characteristic of an organization that describes the degree to 
which the organization monitors and responds to changes in the external 
environment is termed as 
(a)  Open-systems focus                        (b)  Means-end orientation                      
(c)  Control 
(d)  Unit integration                                (e)  Closed-system focus. 
 
Answers 
 
101. Answer : (a) 
Reason :   Linear programming is a mathematical technique used in 
optimum allocation of resources in the organization. 
       (b)   Decision tree is a graphical method for identifying alternative 
actions, estimating probabilities, and indicating the resulting expected pay-
off. 
       (c)   Simulation is the technique of developing a model that represents a 
real or existing system for solving complex problems that cannot be readily 
solved by other techniques. 
       (d)   Waiting-line or queuing model is a mathematical model that 
describes the operating characteristics of queuing situations, in which 
service is provided to persons or units waiting in line. 



 

(e)   Game theory is a technique for determining the strategy that is likely to 
produce maximum profits in a competitive situation. 
102. Answer : (d) 
Reason : The concept of span of management concerns a determination of 
the number of individuals a manager can effectively supervise.      
103. Answer : (e) 
Reason : Several fundamental aspects pertaining to the organization need 
to be considered to describe the process of organizing. It follows a logical 
sequence and consists of the following steps. 
I.     The objectives of the organization should be established. 
II.    The supportive objectives and plans should be formulated. 
IV.   Authority should be delegated to the head of each group to perform 
their activities. 
104. Answer : (d) 
Reason : Customer Departmentation is done to service particular types of 
clients or customers. 
Coordination between sales and other functions becomes difficult, as 
Customer-based Departmentation is applicable only to the sales function. 
Hence from above discussion, we can infer that option (d) is not true about 
Customer Departmentation. 
                 Options (a), (b), (c) and (e) are all true about Customer 
Departmentation. 
105. Answer : (d) 
Reason : The major disadvantage of the matrix structure is its propensity to 
foster power struggles. 
106. Answer : (b) 
Reason:  Decision support system is an interactive computer system that 
provides managers with the necessary information for making intelligent 
decisions. 
107. Answer : (e) 
Reason : Generally speaking, a transnational organization transcends any 
home country, whereas a multinational organization does not. 
108. Answer : (b) 
Reason : Making proper use of the staff abilities is an appropriate technique 
for line personnel in reducing line-staff conflict. Hence, from above 
discussion, we can infer that option (b) is correct. 
109. Answer : (d) 
Reason : From the delegator’s aspect, all of the following are the factors 
affecting the delegation of authority except Fear of criticism.           
110. Answer : (a) 



 

Reason : Open-system focus is characteristic of organization that describes 
the degree to which the organization monitors and responds to changes in 
the external environment. 
111. Every organization structure, even a poor one, can be charted. Which 
of the following is false with respect to an organization Chart? 
(a)   It is a vital tool for providing information about organizational 
relationships 
(b)   It provides a visual map of the chain of command 
(c)   Charting an organization structure can show up the complexities and 
inconsistencies, which can be corrected 
(d)   It shows authority relationships as well as informal and informational 
relationships 
(e)   It helps managers and new personnel to know how and where they fit 
into the organization structure. 
112. Modern organizations have been trying to create a corporate culture 
with a distinct identity by moulding the behaviours of their members. 
Which of the following is not a feature of organizational culture? 
(a)  It is based on certain norms               
(b)  It promotes dominant and stable values 
(c)  It shapes philosophy and rules          
(d)  It focuses on profit 
(e)  It leads to observed behavioural regularities. 
113. Manager Inventory Chart, also known as replacement chart, is used in 
Replacement Planning of human resource management in an organization. 
Which of the following is not an advantage of Manager Inventory Chart? 
(a)   It gives an overview of the human resource situation of an organization 
(b)   It shows the future internal supply of managers by indicating who is 
promotable in a year 
(c)   It shows the position to which a manager may be promoted 
(d)   Managers who are ready for promotion can be easily identified 
(e)   Managers who do not perform satisfactorily can be identified and the 
need for training or replacement is needed. 
114. There are few means of assessing internal labor supply. Which of the 
following does not pertain to skills inventory while assessing internal labor 
supply? 
(a)  Employee skill                                 (b)  Employee interest                            
(c)  Employee turnover                           (d)  Employee performance 
(e)  Employee knowledge. 
115. Which of the following conflict resolution techniques implies 
emphasizing the areas of agreement and common goals and de-
emphasizing disagreements? 
(a)   Problem Solving                                                             



 

(b)  Forcing              
(c)  Smoothing 
(d)  Compromise                                     
(e)  Avoidance. 
116. There can be different sources of resistance to change. For analytical 
purposes, they can be categorized as individual and organizational sources. 
Which of the following is an organizational source of resistance to change? 
(a)   Habit                                               
(b)  Structural inertia                            
(c)  Security 
(d)   Fear of the unknown                         
(e)  Selective information processing. 
117. Creative thoughts are the result of hard work and there are various 
techniques to foster creativity. Which of the following is one of the best-
known techniques for facilitating creativity, developed by Alex F. Osborn? 
(a)  Brainstorming                                   
(b)  Synectics 
(c)  Delphi Technique                                                             
(d)  Nominal Group Technique          
(e)  Simulation. 
118. Maslow's Hierarchy of Needs Theory argues that needs form a five-
level hierarchy. Which of the following needs, as classified by Maslow, is at 
the bottom of the hierarchy? 
(a)   Security needs                                (b)  Social needs 
(c)  Physiological needs                         (d)  Esteem needs 
(e)  Self-actualization needs. 
119. According to Hersey and Blanchard, when followers are in the initial 
“readiness” stage, the leader's behavior should be 
(a)  High task and high relationship         (b)  High task and low relationship 
(c)  Low task and low relationship           (d)  Low task and high relationship 
(e)  High task and medium relationship. 
120. Communication can well be treated as the force that brings the 
organizational participants together. We cannot expect effective 
management without communication. Which of the following factors does 
not help in effective communication? 
(a)   Consider the total physical and human setting whenever you 
communicate 
(b)   Consult with others, when appropriate, in planning communications 
(c)   Follow up your communication 
(d)   Focus the communication primarily at meeting the demands of an 
immediate situation 
(e)   Look for the central idea in the communication process 



 

 
 
 
Answers 
 
111. Answer : (d) 
Reason : Organization Chart is a vital tool for providing information about 
organizational relationships. 
It shows authority relationships and neglects significant informal and 
informational relationships. Hence from above discussion, we can infer that 
option (d) is false with respect to Organization Chart. Options (a), (b), (c) 
and (e) are all true with respect to Organization Chart. 
112. Answer : (d) 
Reason : Organizational Culture is the collection of shared beliefs, values, 
rituals, stories, myths and specialized language that foster a feeling of 
community among organization members. It does not focus on profit. 
Hence, from above discussion, we can infer that option (d) is not a feature 
of Organizational Culture. Options (a), (b), (c) and (e) are all characteristics 
of Organizational Culture. 
113. Answer : (c) 
Reason:  Manager Inventory Chart is a partial organization chart that shows 
managerial positions, current incumbents, potential replacements for each 
position, and the age of each person. However, it does not show the position 
to which a manager may be promoted. Hence, from above discussion, we 
can infer that option (c) is not an advantage of Manager Inventory Chart. 
Options (a), (b), (d) and (e) are all advantages of Manager Inventory Chart. 
114. Answer : (c) 
Reason : A skills inventory is a computerized database consisting of 
information regarding an employee, his skills, experience, interests, 
performance and other relevant personal characteristics. However, skills 
inventory does not provide any information about employee turnover. 
115. Answer : (c) 
Reason : Smoothing conflict resolution technique implies emphasizing the 
areas of agreement and common goals and de-emphasizing disagreements. 
Hence, from above discussion, we can infer that option (c) is correct. 
116. Answer : (b) 
Reason : Structural inertia is an organization’s built-in mechanism to 
produce stability. e.g., formal rules and procedures for employees to follow. 
When an organization is confronted with change, this structural inertia acts 
as a counterbalance to sustain stability. Hence, from above discussion, we 
can infer that option (b) is correct. Options (a), (c), (d) and (e) are all 
individual sources of resistance to change. 



 

117. Answer : (a) 
Reason : Brainstorming is one of the best-known techniques for facilitating 
creativity, developed by Alex F. Osborn. Hence, from above discussion, we 
can infer that option (a) is correct. 
118. Answer : (c) 
Reason : According to Maslow's Hierarchy of Needs Theory, physiological 
needs are the basic needs of food, clothing and shelter. These needs are at 
the bottom of the hierarchy. Hence, from above discussion, we can infer 
that option (c) is correct. 
119. Answer : (b) 
Reason : According to Hersey and Blanchard, when followers are in the 
initial “readiness” stage, the leader's behavior should be one of high task 
and low relationship. 
120. Answer : (d) 
Reason : According to L.A. Allen, communication involves a systematic and 
continuous process of telling, listening and understanding. Focusing the 
communication primarily at meeting the demands of an immediate 
situation is not a factor, which helps, in effective communication. Hence, 
from above discussion, we can infer that option (d) does not help in 
effective communication. All other options are factors, which help, in 
effective communication. 
121. It is a normal practice to categorize management into three basic 
levels: top management, middle management and supervisory or first-level 
management. The managers at these three levels require different kinds of 
skills to perform the functions associated with their jobs. The major 
difference in skill requirements between middle and top managers is that 
(a) Top managers must generally be more skilled than middle managers in 
every respect 
(b) Top managers require better interpersonal skills but less conceptual 
skills than middle managers 
(c) Top managers generally require better technical and interpersonal skills 
than middle managers 
(d) Top managers generally require higher level conceptual skills but less 
technical skills than middle managers 
(e) Middle managers require better technical and conceptual skills than top 
managers. 
122. According to the Scientific Management School of Thought, which of 
the following is defined as the systematic, objective and critical examination 
of all the factors governing the operational efficiency of a specified activity 
to bring about improvement?  
(a) Work methods study 
(b) Micromotion study 



 

(c) Time study 
(d) Motion study 
(e) Performance study. 
123. Today, many organizations are involved in social activities. The belief 
that businesses are being socially responsible when they attend only to 
economic interests is known as which argument against a firm being 
socially responsible? 
(a) Too much power 
(b) Violation of profit maximization 
(c) Excessive costs 
(d) Lack of social skills 
(e) Lack of accountability. 
124. Which of the following are elements that aid in strategy 
implementation include bonuses, awards and promotions? 
(a) Technology 
(b) Human resources 
(c) Rewards system 
(d) Decision processes 
(e) Structure. 
125. Which of the following is/are subsystem(s) that are frequently an 
integral part of ‘Management by Objectives (MBO)’? 
I.     Manpower planning. 
II.     Compensation. 
III.    Organization design. 
IV.   Operations research. 
(a) Only (III) above 
(b) Both (I) and (II) above 
(c) Both (III) and (IV) above 
(d) (I), (II) and (III) above 
(e) (I), (II) and (IV) above. 
126. When decision makers construct simplified models that extract the 
essential features from a problem without capturing all the complexities of 
a problem, they are acting under which of the following? 
(a) Bounded rationality 
(b) Unbounded rationality 
(c) Uncertainty 
(d) Heuristics 
(e) Kinesics. 
127. There are both advantages and disadvantages of group decision-
making. Which of the following would generally not be considered an 
advantage of group decision-making? 



 

(a) Groups generally come up with more and better decision alternatives 
than an individual can 
(b) The members of the group tend to support the implementation of the 
decision more fervently than they would if the decision had been made by 
an individual 
(c) A group can bring much more information and experience to bear on a 
decision or problem than an individual acting alone 
(d) The group is more likely to use "groupthink" when coming to a decision 
(e) A group is able to give different perspectives to a problem. 
128. Rate of change is one of the factors that determines effective span of 
management. Changes occur more rapidly in certain organizations than in 
others. This rate of change 
(a) Determines how efficient subordinates are without guidance from their 
superiors 
(b) Enables subordinates to clearly understand what is expected of them 
(c) Determines the degree to which policies can be formulated and the 
stability that can be achieved in the policies 
(d) Helps identify deviation in plans 
(e) Determines effectives of communication techniques. 
129. Which of the following are the generic strategies suggested by Porter 
that might adopt to make their organizations more competitive? 
I.     Divestiture. 
II.     Focus. 
III.    Cost leadership. 
IV.   Differentiation. 
(a) Only (II) above 
(b) Both (I) and (II) above 
(c) Both (III) and (IV) above 
(d) (II), (III) and (IV) above 
(e) All (I), (II), (III) and (IV) above. 
130. Divisional structure is a type of departmentation in which positions 
are grouped according to similarity of products, services or markets. Which 
of the following is not an advantage of divisional Structure? 
(a) Each unit or division can respond or react quickly, when required, 
because they normally do not need to coordinate with other divisions 
before taking an action  
(b) Coordination is simplified as each division is similar to an organization, 
containing the various functions within it 
(c) Individuals are able to develop in-depth areas of specialization to the 
same extent as in a functional structure 
(d) It helps the organization to focus on serving a particular customer 
(e) It helps to fix responsibility and accountability for performance. 



 

 
Answers 
 
121. Answer : (d) 
Reason : The major difference in skill requirements between middle and 
top managers is that top managers generally require higher level 
conceptual skills but less technical skills than middle managers. 
       Hence, from above discussion, we can infer that option (d) is correct. 
122. Answer : (a) 
Reason : According to the Scientific Management School of Thought, Work 
Methods Study is defined as the systematic, objective and critical 
examination of all the factors governing the operational efficiency of a 
specified activity to bring about improvement. 
       Hence, from above discussion, we can infer that option (a) is correct. 
123. Answer : (b) 
Reason : The belief that businesses are being socially responsible when 
they attend only to economic interests is known as “Violation of profit 
maximization” argument against a firm being socially responsible. 
       Hence from above discussion, we can infer that option (b) is correct 
124. Answer : (c) 
Reason : Bonuses, awards and promotions form part of the rewards system. 
125. Answer : (b) 
Reason : The following are subsystems that are frequently an integral part 
of ‘management by objectives’: 
              I.     Manpower planning. 
               II.    Compensation. 
126. Answer : (a) 
Reason : When decision makers construct simplified models that extract the 
essential features from a problem without capturing all the complexities of 
a problem, they are acting under bounded rationality. 
127. Answer : (d) 
Reason:  Sometimes cohesive “in groups” let the desire for unanimity 
override sound judgment when generating and evaluating alternative 
courses of action. 
       Hence, from above discussion, we can infer that option (d) would 
generally not be considered an advantage of group decision-making. 
       Options (a), (b), (c) and (e) are all advantages of group decision-making. 
128. Answer:   (c) 
Reason: Rate of change determines the degree to which policies can be 
formulated and the stability that can be achieved in the policies. 
129. Answer : (d) 



 

Reason : The generic strategies developed by Porter to illustrate the kind of 
strategies managers might develop to make their organizations more 
competitive are as follows: 
       I.     Cost leadership. 
       II.     Differentiation. 
       III.    Focus. 
       Hence, from above discussion, we can infer that option (d) is correct. 
130. Answer : (c) 
Reason:  Divisional Structure is a type of departmentation in which 
positions are grouped according to similarity of products, services or 
markets. 
       Individuals are unable to develop in-depth areas of specialization to the 
same extent as in a functional structure. 
       Hence from above discussion, we can infer that option (c) is not an 
advantage of divisional structure. 
       Options (a), (b), (d) and (e) are all advantages of divisional structure. 
131. Delegate means to grant or confer on subordinates certain tasks 
and duties along with sufficient authority, to accomplish these. Which 
of the following points is most likely to increase the effectiveness of 
delegation? 
(a) Detail how the required tasks are to be completed for the subordinate 
(b) Predetermine the desired results and performance standards for the 
delegated task 
(c) Explain the relevance of delegated tasks to larger projects or to 
department or organization goals 
(d) Maintain the authority necessary to accomplish the main tasks 
(e) Retain the decision-making power for the delegated tasks. 
132. Which of the following is/are reason(s) for line-staff conflict from the 
viewpoint of staff personnel? 
I.     Line managers do not seek input from staff personnel. 
II.     Staff function dilutes the line manager’s authority. 
III.    Line managers resist new ideas.      
IV.   Staff personnel lack a first-hand experience of operations. 
(a) Only (I) above                                                               
(b) Only (IV) above 
(c) Both (I) and (III) above                                                   
(d) Both (II) and (IV) above 
(e) (I), (II) and (III) above. 
133. In modern times, organizations have been trying to create a corporate 
culture with a distinct identity by moulding the behavior of their members. 
The original source of an organization’s culture is most strongly associated 
with 



 

(a) Overseas influences 
(b) Political factors in the external environment 
(c) General economic trends 
(d) The vision of the organization’s founder(s) 
(e) The make-up of organizational members when the organization was 
established. 
134. The selection process involves choosing the candidates who best meet 
the qualifications and have the greatest aptitude for the job. Different kinds 
of selection devices are used for the purpose. Which of the following 
selection devices involves presenting applicants with a miniature model of 
a job and have them perform a task that is central to that job?   
(a) Personality test 
(b) Work sampling test 
(c) Application blank 
(d) Knowledge test 
(e) Intelligence test. 
135. The success of an organization greatly depends on the decisions that 
managers make. What are the three decision-making conditions, which 
managers deal with, in analyzing decision alternatives? 
(a) Certainty, uncertainty, risk 
(b) Certainty, uncertainty, maximax 
(c) Certainty, minimax, risk 
(d) Maximax, uncertainty, risk 
(e) Maximax, certainty, risk. 
136. Apart from on-the-job training, there are many other approaches to 
manager development. Development of organizing and intervening skills in 
group processes, usually takes place in case of 
(a) Sensitivity training 
(b) Survey feedback 
(c) Team building 
(d) Process consultation 
(e) Cooptation. 
137. Every organization makes minor structural adjustments in reaction to 
changes. The forces of change can be internal or external to the 
organization. Which of the following is not an internal force of change?  
(a) Organizational strategy 
(b) Technology 
(c) Employee attitude 
(d) Organizational culture 
(e) Workforce. 



 

138. Lyman Porter and his colleagues classified the underlying nature of 
people into six models. Which of the following views proposes that people 
are unpredictable, subjective, relative and unique in nature? 
(a) Rational 
(b) Emotional 
(c) Behavioristic 
(d) Self-actualizing 
(e) Phenomenological. 
139. Different behavioral scientists have developed different theories on 
motivation. One such behavioral scientist by the name of Herzberg gave the 
two-factor theory of motivation. According to Herzberg’s motivation-
hygiene theory, which of the following are  hygiene factors? 
(a) Personal life, security, salary and recognition 
(b) Advancement, salary, status, company policy 
(c) Relationship with peers, status, supervision and security 
(d) Working conditions, relationship with subordinates, supervision and 
work itself 
(e) Responsibility, salary, status, company policy. 
140. The managerial grid identified five specific leadership styles. Which 
leader believes that thoughtful attention to the needs of people for a 
satisfying relationship leads to a comfortable, friendly organizational 
atmosphere and work tempo? 
(a) Task 
(b) Middle of the road 
(c) Country club 
(d) Team 
(e) Impoverished. 
 
Answers 
 
131. Answer : (c) 
Reason:  Delegate means to grant or confer. Thus, a manager grants or 
confers on subordinates certain tasks and duties along with sufficient 
authority, to accomplish these. 
       Explaining the relevance of delegated tasks to larger projects or to 
department or organization goals is most likely to increase the 
effectiveness of delegation. 
       Hence, from above discussion, we can infer that option (c) is correct. 
132. Answer : (c) 
Reason : The following are reasons for line-staff conflict from the viewpoint 
of staff personnel: 
·           Line managers do not seek input from staff personnel. 



 

·           Line managers resist new ideas.    
              Statement (II) and (IV) are reasons for line-staff conflict from the 
viewpoint of line personnel. 
133. Answer : (d) 
Reason:  The original source of an organization’s culture is most strongly 
associated with the vision of the organization’s founder(s). 
       Hence, from above discussion, we can infer that option (d) is correct. 
134. Answer : (b) 
Reason:  Work Sampling Test is a selection device which involves 
presenting applicants with a miniature model of a job and has them 
perform a task that is central to that job. 
Hence, option (b) is correct. 
135. Answer : (a) 
Reason : The three decision-making conditions, which managers face in 
analyzing decision alternatives are certainty, uncertainty and risk. 
       Hence, from above discussion, we can infer that option (a) is correct. 
136. Answer : (a) 
Reason:  Sensitivity training is concerned with (i) better understanding of 
group processes, (ii) development of organizing and intervening skills in 
group processes and (iii) better insight into one's own behavior and the 
way one is viewed by others. Hence, option (a) is correct. 
137. Answer : (b) 
Reason:  Technology is an external force of change. 
Hence, option (b) is not an internal force of change. 
Options (a), (c), (d) and (e) are all internal forces of change. 
138. Answer : (e) 
Reason:  The phenomenological view proposes that people are 
unpredictable, subjective, relative and unique in nature. 
139. Answer : (c) 
Reason:  According to Herzberg’s motivation-hygiene theory, relationship 
with peers, status, supervision and security are the four responses that are 
all hygiene factors. 
Hence, option (c) is correct. 
140. Answer : (c) 
Reason:  According to the managerial grid, the country club leader believes 
that thoughtful attention to the needs of people for a satisfying relationship 
leads to a comfortable, friendly organizational atmosphere and work 
tempo. 
 
141. The Managerial Grid, propounded by Blake and Mouton, is based on a 
manager’s concern for people and concern for production. The most 
effective management style as characterized by the Managerial Grid is 



 

(a) High concern for people and low concern for production 
(b) High concern for people and high concern for production 
(c) Low concern for people and high concern for production 
(d) Low concern for people and low concern for production 
(e) Moderate concern for people and moderate concern for production. 
142. In an effective organization, information flows in various directions. 
Which of the following information flows takes place among persons at 
different levels, who have no direct relationships? 
(a) Downward 
(b) Upward 
(c) Horizontal 
(d) Diagonal 
(e) Formal. 
143. Which of the following is a measure of how appropriate organizational 
goals are, and how well an organization is achieving those goals?   
(a) Competitor analysis 
(b) Environmental scanning 
(c) Situational effectiveness 
(d) Organizational effectiveness 
(e) SWOT analysis. 
144. Financial ratios are particularly important to managerial control in an 
organization. One   such financial ratio, viz., return on investment, is a ratio 
that attempts to measure a firm's 
(a) Leverage 
(b) Profitability 
(c) Liquidity 
(d) Reliability 
(e) Serviceability. 
145. According to the Tannenbaum and Schmidt model of leadership, which 
of the following statement(s) describe more of a boss centered leadership? 
I.     A manager more likely asks the group to make a decision. 
II.     A manager permits subordinates to function within limits. 
III.    A manager more likely "sells" the decision. 
IV.   A manager presents ideas and invites questions. 
(a) Only (III) above 
(b) Both (I) and (II) above 
(c) Both (II) and (III) above 
(d) Both (III) and (IV) above 
(e) (I), (II) and (IV) above. 
146. The process of assessing the organization's strategy and 
environmental demands and then determining the appropriate 
organizational structure is called 



 

(a) Organizational development       
(b) Organizational design 
(c) Organizational chart       
(d) Organizational theory 
(e) Organizational culture. 
147. Hazard Analysis and Critical Control Point Method (HACCP) is used in 
the food manufacturing industry to identify and prevent microbial and 
other germs from causing harm to food. Which of the following principles 
involves identification of preventive measures the manufacturing units can 
adopt, to control food safety hazards that arise during processing? 
(a) Hazard analysis 
(b) Identifying control points 
(c) Critical limits 
(d) Establish corrective actions 
(e) Establishing procedures to ensure correct working. 
148. Management Information System (MIS) helps the manager to 
discharge his/her managerial functions in a more efficient manner. The first 
necessary step to effectively operate an MIS is 
(a) Summarizing data 
(b) Analyzing data 
(c) Determining information needs 
(d) Gathering appropriate information 
(e) Generating reports from gathered data. 
149. Which of the following statements is/are true about executive support 
systems? 
I.     They provide market intelligence, investment intelligence and 
technology intelligence. 
II.     They make greater use of analytical models and are less interactive. 
III.    They support decision-making at the top level of management. 
(a) Only (I) above 
(b) Only (II) above 
(c) Only (III) above 
(d) Both (I) and (III) above 
(e) All (I), (II) and (III) above. 
150. In which of the following orientations toward international business, 
does a firm analyze the needs of customers worldwide and then adopts 
standardized practices for all the markets it serves? 
(a) Ethnocentric 
(b) Polycentric 
(c) Geocentric 
(d) Regiocentric 
(e) Unicentric. 



 

 
Answers 
 
141. Answer : (b) 
Reason:  According to the Managerial Grid, propounded by Blake and 
Mouton, the most effective management style is characterized by high 
concern for people and high concern for production. 
Hence, option (b) is correct. 
142. Answer : (d) 
Reason:  Diagonal information flow takes place among persons at different 
levels who have no direct relationships. 
Hence, option (d) is correct. 
143. Answer : (d) 
Reason:  Organizational effectiveness is a measure of how appropriate 
organizational goals are, and how well an organization is achieving those 
goals. 
Hence, option (d) is correct. 
144. Answer : (b) 
Reason:  Return on investment is the ratio of earnings before taxes to that 
of total assets. So, it attempts to measure profitability. 
Hence, option (b) is correct. 
145. Answer : (d) 
Reason : According to the Tannenbaum and Schmidt model of leadership, 
the following statements     describe more of a boss centered leadership 
·           A manager more likely "sells" the decision. 
·           A manager presents ideas and invites questions. 
The other two statements describe the subordinate centered leadership. 
146. Answer : (b) 
Reason : The process of assessing the organization's strategy and 
environmental demands and then determining the appropriate 
organizational structure is called organizational design. 
147. Answer : (a) 
Reason:  Hazard analysis involves identification of preventive measures the 
manufacturing units can adopt, to control food safety hazards that arise 
during processing. 
148. Answer : (c) 
Reason:  MIS (Management Information System) can be defined as an 
integrated, user-machine system for providing information to support 
managerial, operational and decision-making functions in an organization. 
The first necessary step to effectively operate an MIS is determining 
information needs.  
Hence, option (c) is correct. 



 

149. Answer : (d) 
Reason : The following statements are true about executive support 
systems: 
·           They provide market intelligence, investment intelligence and 
technology intelligence. 
·           They support decision-making at the top level of management.      
       The executive support systems make less use of analytical models and 
are highly interactive. Hence, statement (II) is not true about ESS. 
150. Answer : (c) 
Reason:  In the geocentric orientation toward international business, a firm 
analyzes the needs of customers worldwide and then adopts standardized 
practices for all the markets it serves. 
151. According to which of the following management approaches, does 
managerial practice depend on circumstances? 
(a) Systems approach 
(b) Contingency approach 
(c) Mc Kinsey’s 7-S framework 
(d) Empirical approach 
(e) Human relations approach. 
152. Five different workers perform different tasks contributing to 
completion of one specific job for instance preparing a Big Mac at 
McDonald's. This division of labour refers to which of Fayol’s principles of 
management? 
(a) Work specialization 
(b) Scalar chain 
(c) Order 
(d) Authority and responsibility 
(e) Centralization.   
153. Managers’ making ethical decisions may belong to any of the three 
levels of moral development. Which of the following stages describes the 
pre-conventional level of moral development? 
(a) Following rules only when it is in one’s immediate interest 
(b) Living up to what is expected by people who are close to oneself 
(c) Maintaining conventional order by fulfilling obligations to which one 
has agreed 
(d) Valuing rights of others, and upholding non-relative values and rights, 
regardless of the majority's opinion 
(e) Following self-chosen ethical principles even if they violate the law. 
154. The only thing that is permanent in this world is change. A change is 
bound to occur in the internal environment or external environment, no 
matter what management does. Planning can’t eliminate change, but 
managers usually plan in order to 



 

(a) Decide what needs to be done when a change in environment takes 
place 
(b) Anticipate changes and develop the most-effective response to changes 
(c) Have the appropriate materials available when the demand for them 
comes about 
(d) Be prepared for when changes in management at the top occur 
(e) Recruit new people if old employees leave. 
155. As an organization grows in size and complexity, specialization of 
various tasks becomes a necessity, in most of the cases. Which of the 
following refers to the tendency of a system to move towards increased 
specialization of various tasks? 
(a) Equifinality 
(b) Focus 
(c) Differentiation 
(d) Dynamic Homeostasis 
(e) Cost leadership. 
156. In order to understand the opportunities and threats faced by an 
organization, managers should analyze their organization’s environment. 
Various tools available for the purpose, what are the three most effective 
tools that managers can use to analyze the organization’s environment? 
(a) Benchmarking, planning and evaluating 
(b) Environmental scanning, forecasting and benchmarking 
(c) Strategic planning, environmental scanning and TQM 
(d) Forecasting, budgeting and time management 
(e) Strategic planning, environmental scanning and management control. 
157. Companies identify their strengths, weaknesses, opportunities and 
threats in the business environment through SWOT analysis. Which of the 
following constitutes ‘potential resource weaknesses’ for an organization? 
I.     A weak balance sheet burdened with too much debt. 
II.     Loss of sales to substitute products. 
III.    Sub par e-commerce systems and capabilities relative to rivals. 
IV.   Costly new regulatory requirements. 
V.    Not attracting customers as rapidly as rivals due to ho-hum product 
attributes. 
(a) Both (I) and  (II) above 
(b) Both (IV) and (V) above 
(c) (I), (III) and (V) above 
(d) (II), (III) and (IV) above 
(e) All (I), (II), (III), (IV) and (V) above. 
158. Major decisions in organizations are most often made by groups rather 
than a single individual. Group decision-making is the norm in most large 



 

and complex organizations. Which of the following would generally not be 
considered an advantage of group decision-making? 
(a) Groups generally come up with more and better decision alternatives 
than an individual can 
(b) The members of the group tend to support the implementation of the 
decision more fervently than they would if the decision had been made by 
an individual 
(c) A group can bring much more information and experience to bear on a 
decision or a problem than an individual acting alone 
(d) The group is more likely to use "groupthink" when coming to a decision 
(e) A group is able to give different perspectives to a problem. 
159. Which of the following statements is/are true about the satisficing 
decision model? 
I.     Managers seek alternatives only until they identify one that looks 
satisfactory. 
II.     Managers search for the perfect or ideal decision. 
III.    It is appropriate when the cost of searching for a better alternative 
exceeds the potential gain that is likely by following the satisficing 
approach. 
(a) Only (I) above 
(b) Only (II) above 
(c) Only (III) above 
(d) Both (I) and (III) above 
(e) Both (II) and (III) above. 
160. An organization can be described as an open system because it 
I.     Has interrelated and interdependent parts (departments and divisions) 
that function as a whole. 
II.     Gets inputs from and distributes outputs to the external environment. 
III.    Impacts, and is impacted by, the external environment.  
IV.   Is perfectly deterministic and predictable. 
(a) Only (II) above   
(b) Both (I) and (II) above   
(c) Both (III) and (IV)  above 
(d) (I), (II) and (III) above  
(e) All (I), (II), (III) and (IV) above.      
 
ANSWERS 
 
151. Answer : (b) 
Reason : According to contingency approach to management, managerial 
practice depends on circumstances. 
152. Answer : (a) 



 

Reason : Work specialization involves different people each doing a specific 
job. 
153. Answer : (a) 
Reason : Pre-conventional Level of Moral Development is influenced 
exclusively by personal interest. It is concerned with following rules only 
when it's of interest. 
Hence from above discussion, we can infer that option (a) is correct. 
154. Answer : (b) 
Reason : Planning can’t eliminate change, but managers usually plan in 
order to anticipate changes and develop the most-effective response to 
changes. 
Hence from above discussion, we can infer that option (b) is correct. 
155. Answer : (c) 
Reason : Differentiation is the tendency of a system to move towards 
increased specialization of                                 various tasks. 
Hence, from above discussion, we can infer that option (c) is correct. 
156. Answer : (b) 
Reason : Environmental scanning, forecasting, and benchmarking are the 
three most effective tools that managers can use to analyze their 
organization’s environment. 
Hence from above discussion, we can infer that option (b) is correct. 
157. Answer : (c) 
Reason : The following constitute ‘potential resource weaknesses’ for an 
organization: 
I.     A weak balance sheet burdened with too much debt. 
III.    Sub par e-commerce systems and capabilities relative to rivals. 
V.    Not attracting customers as rapidly as rivals due to ho-hum product 
attributes. 
Statement (II) and (IV) are potential threats to an organization. 
158. Answer : (d) 
Reason : Sometimes cohesive “in groups” let the desire for unanimity 
override sound judgement when generating and evaluating alternative 
courses of action. 
Hence, from above discussion, we can infer that option (d) would generally 
not be considered an advantage of group decision-making. 
Options (a), (b), (c) and (e) are all advantages of group decision-making. 
159. Answer : (d) 
Reason : The following statements are true about the satisficing decision 
model: 
I.     Managers seek alternatives only until they identify one that looks 
satisfactory. 



 

III.    It is appropriate when the cost of searching for a better alternative 
exceeds the potential gain that is likely by following the satisficing 
approach. 
Statement (II) Managers search for the perfect or ideal decision is true with 
respect to rational decision making. 
160. Answer : (d) 
Reason : An organization can be described as an open system because it 
I.     Has interrelated and interdependent parts (departments and divisions) 
that function as a whole. 
II.     Gets inputs from and distributes outputs to the external environment. 
III.    Impacts, and is impacted by, the external environment.  
A closed system is perfectly deterministic and predictable 
161. Departmentalization divides a large and complex organization into 
smaller and more flexible administrative units. A type of 
departmentalization in which similar specialists and people with common 
skills, knowledge and orientations are grouped together, is referred to as 
(a) Process departmentalization 
(b) Functional departmentalization 
(c) Product departmentalization 
(d) Customer departmentalization 
(e) Geographic departmentalization. 
162. Which of the following statements is incorrect with respect to 
‘functional authority’? 
(a) Managing functional authority relationships is similar to managing dual-
boss relationships 
(b) It should be restricted to the procedural aspects of a function 
(c) It is similar to line authority except that staff personnel with functional 
authority do not have a right to punish violations from the intended course 
of action 
(d) It should not be delegated too much down the line as such delegation 
may create problems 
(e) If unity of command were to be applied without exception, functional 
authority would be exercised only by staff managers. 
163. Every organization structure, even a poor one, can be charted. Which 
of the following is false with respect to Organization Chart? 
(a) It is a vital tool for providing information about organizational 
relationships 
(b) It provides a visual map of the chain of command 
(c) Charting an organization structure can show up the complexities and 
inconsistencies, which can be corrected 
(d) It shows authority relationships as well as informal and informational 
relationships 



 

(e) It helps managers and new personnel to know how and where they fit 
into the organization structure. 
164. Various selection devices are used to choose candidates who best meet 
the qualifications and have the greatest aptitude for the job. Asking a 
candidate for an automotive mechanic’s position to assemble and 
disassemble part of an engine motor would be an example of what kind of 
selection device? 
(a) Psychological test 
(b) Personality test 
(c) Performance test 
(d) Intelligence test 
(e) Application blank. 
165. Performance appraisal involves the formal evaluation of an 
individual’s job performance.  Which of the following guidelines is least 
likely to improve the effectiveness of the appraisal process? 
(a) Stress both performance in the position the individual holds and the 
success with which the individual is attaining organizational objectives 
(b) Emphasize the evaluator's impression of the individual's work habits 
(c) Ensure that the appraisal is acceptable to both the evaluator and the 
evaluated 
(d) Ensure that the appraisal provides a base for improving individuals' 
productivity within the organization by making them better equipped to 
produce 
(e) Determine standards of effective performance. 
166. Managers can adopt various methods to overcome initial resistance to 
change. In which of the following methods of overcoming resistance to 
change, management neutralizes potential or actual resistance by 
exchanging something of value for cooperation? 
(a) Facilitation and support 
(b) Manipulation 
(c) Negotiation and agreement 
(d) Explicit and implicit coercion 
(e) Education and communication. 
167. Douglas McGregor identified two opposing perspectives (Theory X and 
Theory Y) that he believed typified managerial views of employees and 
suggested that management must start with the basic question of how 
managers see themselves in relation to others. Which of the following is not 
true about his theory? 
(a) Theory X managers view people as having an inherent dislike of work 
(b) Theory X managers assume that people do not want to be directed 
(c) Theory Y managers assume that the average person will accept, even 
seek, responsibility 



 

(d) Theory Y managers view people as responsible and conscientious 
(e) Theory Y managers assume that people are internally motivated to 
accomplish the goals and objectives. 
168. The manager of Master Products Ltd., a leading manufacturer of 
electrical components, instructed Tarun, Shreya, Aparna, and Sheila, who all 
worked together, to teach each other their job skills to be more effective. 
What is this called? 
(a) Cross-training 
(b) Role perception 
(c) Training 
(d) Simulation 
(e) Apprenticeship. 
169. Senthil is a salesperson for Cloud 9 Corporation's Chennai office. If the 
salespersons meet their sales goals for the month, they are given an all-
expense-paid trip to a Salgaonkar Club football game. Football is not one of 
Chennai's favorite sports, and the Salgaonkar Club is definitely not Senthil's 
favorite team. Which component of Vroom’s expectancy theory influences 
Senthil’s performance? 
(a) Effort-performance linkage 
(b) Performance-reward linkage 
(c) Effort-reward linkage 
(d) Valence 
(e)Instrumentality. 
170. Which of the following statements is/are true with respect to content 
theories of motivation? 
I.     Maslow’s self-actualization and esteem needs correspond to Herzberg’s 
motivators. 
II.     McClelland’s need for achievement corresponds to Alderfer’s 
relatedness needs. 
III.    Maslow’s esteem needs correspond to Alderfer’s need for power. 
IV.   Herzberg’s hygiene factors correspond to McClelland’s need for 
affiliation, Maslow’s social needs and Alderfer’s existence needs. 
(a) Only (I) above 
(b)Both (I) and (III) above   
 (c) Both (II) and (IV) above 
(d) (II), (III) and (IV) above 
(e) All (I), (II), (III) and (IV) above. 
 
Answers 
 
161. Answer : (b) 



 

Reason : A type of departmentalisation in which similar specialists and 
people with common skills, knowledge and orientations are grouped 
together, is referred to as Functional departmentalisation. 
Hence, from above discussion, we can infer that option (b) is correct. 
162. Answer : (e) 
Reason : If unity of command were to be applied without exception, 
functional authority would be exercised only by line managers. Hence, 
option (e) is incorrect and is the answer. 
163. Answer : (d) 
Reason : Organization Chart is a vital tool for providing information about 
organizational relationships. 
It shows authority relationships and neglects significant informal and 
informational relationships 
Hence from above discussion, we can infer that option (d) is false with 
respect to Organization Chart. 
Options (a), (b), (c) and (e) are all true with respect to Organization Chart. 
164. Answer : (c) 
Reason : Performance Test or Work Sampling Test is used as a means of 
measuring practical ability on a specific job. The applicant completes some 
job activity under structured conditions. 
Hence from above discussion, we can infer that option (c) is correct. 
165. Answer : (b) 
Reason : Performance appraisal involves the formal evaluation of an 
individual's job performance. 
Emphasizing the evaluator's impression of the individual's work habits is 
least likely to improve the effectiveness of the appraisal process. 
Hence, from above discussion, we can infer that option (b) is correct. 
166. Answer : (c) 
Reason : In negotiation and agreement method of overcoming resistance to 
change, management neutralizes potential or actual resistance by 
exchanging something of value for cooperation. 
Hence, from above discussion, we can infer that option (c) is correct. 
167. Answer : (b) 
Reason : As per McGregor, Theory X managers assume that people prefer to 
be directed, wish to avoid responsibility, have little ambition, and above all, 
want security. 
Hence, from above discussion, we can infer that option (b) is not correct 
about his theory. 
Options (a), (c), (d) and (e) are all correct about his theory. 
168. Answer :  (a)   
Reason : Tarun, Shreya, Aparna and Sheila all worked together, and to be 
more effective they taught each other their job skills. This process is called 



 

job rotation or cross-training. This is defined as a job design approach that 
involves periodically shifting workers through a set of jobs in a planned 
sequence. (b) Role perception is the individual’s understanding of the 
behavior needed to accomplish a task or perform a job. (c) Training is the 
systematic development of knowledge, skills and attitudes required by an 
individual to perform adequately a given job or a task. (d) Simulation is a 
quantitative planning technique that uses mathematical models to imitate 
reality. (e) Apprenticeship is providing training in basic skills and impart 
knowledge in specified trades to apprentices in order to improve 
opportunities for employment or to help them promote their own business. 
169. Answer : (d) 
Reason : Senthil’s performance is influenced by the component of valence. 
170. Answer : (b) 
Reason : The following statements are true with respect to content theories 
of motivation: 
I.     Maslow’s self-actualization and esteem needs correspond to Herzberg’s 
motivators. 
III.    Maslow’s esteem needs correspond to Alderfer’s need for power. 
              The following statements are not true with respect to content 
theories of motivation: 
II.     McClelland’s need for achievement corresponds to Alderfer’s 
relatedness needs. Since, McClelland’s need for achievement corresponds to 
Alderfer’s growth needs. 
IV.   Herzber’s hygiene factors correspond to McClelland’s need for 
affiliation, Maslow’s social needs and Alderfer’s existence needs since 
Herzber’s hygiene factors correspond to Maslow’s safety and physiological 
needs and Alderfer’s existence needs. 
171. The managerial grid, propounded by Robert Blake and Jane Srygley 
Mouton, is a well-developed approach to defining leadership styles. It 
identifies five distinct leadership styles. According to this grid, the (9, 9) 
manager 
(a) Gives thoughtful attention to the needs of people, for a satisfying 
relationship leads to a comfortable, friendly atmosphere and work tempo 
(b) Believes that concern for people and tasks are compatible and that tasks 
need to be carefully explained and decisions endorsed by subordinates to 
achieve a high level of commitment 
(c) Believes in compromise, so that decisions are taken but only if endorsed 
by subordinates 
(d) Exerts minimum effort to get required work done 
(e) Is task-oriented and stresses the quality of the decision over the wishes 
of subordinates. 



 

172. Of the various leadership styles suggested by the path-goal theory, 
which of the following statements is/are true about ‘supportive 
leadership’? 
I.     It involves creating a pleasant organizational climate. 
II.     It involves providing clear guidelines to subordinates. 
III.    It shows concern for subordinates. 
IV.   It corresponds to task-centered leadership described in other 
leadership theories. 
(a) Only (II) above 
(b) Both (I) and (III) above 
(c) Both (II) and (IV) above 
(d) (I), (II) and (III) above 
(e) (I), (III) and (IV) above. 
173. Communication can well be treated as the force that binds the 
organizational participants together. We cannot expect effective 
management without communication. Which of the following factors does 
not help in effective communication? 
(a) Considering the total physical and human setting whenever you 
communicate 
(b) Consulting with others, when appropriate, in planning communications 
(c) Following up your communication 
(d) Focusing the communication primarily at meeting the demands of an 
immediate situation 
(e) Looking for the central idea in the communication process. 
174. Controls can be classified on the basis of their timing or stage in the 
production process. With regard to the time element of controls, which of 
the following controls monitor activities while they are being carried out? 
(a) Feedback 
(b) Feedforward 
(c) Precontrol 
(d) Concurrent 
(e) Preliminary. 
175. Financial ratios are particularly important to managerial control in an 
organization. One   such financial ratio, viz., return on investment, is a ratio 
that attempts to measure a firm's 
(a) Leverage 
(b) Profitability 
(c) Liquidity 
(d) Reliability 
(e) Serviceability. 
176. Which of the following statements is/are true about investment 
centers? 



 

I.     The control system examines the role of assets in generating profit. 
II.     In investment centers, outputs are measured in monetary terms and 
directly compared with input costs. 
III.    It helps top management calculate the mere inflow and outflow of 
currency, rather than giving a total picture of profitability. 
(a) Only (I) above          
(b) Only (II) above         
(c) Both (I) and (III) above   
(d) Both (II) and (III) above  
(e) All (I), (II) and (III) above. 
177. Operations Management is a tool by which management can create 
and improve upon its operations. Which of the following statements is true 
regarding Operations Management? 
(a) Operations managers are not found in the service sector 
(b) Operations Management is concerned with only the input stage of 
product development 
(c) The outputs of the operations system include both goods and services 
(d) Labour is part of the transformation stage and is not considered an 
input 
(e) The techniques of Operations Management are not applicable to other 
disciplines such as finance, marketing and human resource management.  
178. Which of the following controls is the cause of an unsatisfactory 
outcome traced back to the individual responsible for it, who is then made 
to correct the practice? 
(a) Preventive control  
(b) Cybernetic control 
(c) Direct control 
(d) Steering control 
(e) Yes-no control. 
179. According to the Japanese management practices, what refers to 
“my/one’s company” where people are treated as family members? 
(a) Ringi       
(b) Henko     
(c) Kacho 
(d) Kaisha    
(e) Habatsu. 
180. Which of the following management information systems aims at 
facilitating communication and increasing the efficiency and productivity of 
managers and office workers through document and message processing? 
(a) Transaction processing system 
(b) Decision support system 
(c) Office automation system 



 

(d) Executive support system 
(e) Line support system. 
 
Answers 
 
171. Answer : (b) 
Reason : As per the managerial grid, the (9,9) manager believes that 
concern for people and tasks are compatible and that tasks need to be 
carefully explained and decisions endorsed by subordinates to achieve a 
high level of commitment. 
Hence, from above discussion, we can infer that option (b) is correct. 
172. Answer : (b) 
Reason : The following statements are true about ‘supportive leadership’: 
I.     It involves creating a pleasant organizational climate. 
III.    It shows concern for subordinates. 
Instrumental leadership involves providing clear guidelines to 
subordinates. Hence, statement (II) is not true.           
Supportive leadership corresponds to relationship-oriented leadership 
described in other leadership theories. Instrumental leadership 
corresponds to task-centered leadership described in other leadership 
theories. 
173. Answer : (d) 
Reason : According to L.A. Allen, communication involves a systematic and 
continuous process of telling, listening and understanding. 
Focusing the communication primarily at meeting the demands of an 
immediate situation is not a factor which helps in effective communication. 
Hence, from above discussion, we can infer that option (d) does not help in 
effective communication. 
174. Answer : (d) 
Reason : With regard to the time element of controls, concurrent controls 
monitor activities while they are being carried out. 
Hence from above discussion, we can infer that option (d) is correct. 
175. Answer : (b) 
Reason : Return on investment is the ratio of earnings before taxes to that 
of total assets. So, it attempts to measure profitability. 
Hence, from above discussion, we can infer that option (b) is correct. 
176. Answer : (a) 
Reason : The following statements is true about investment centers: 
       I.      The control system examines the role of assets in generating profit. 
177. Answer : (c) 



 

Reason : Operations Management oversees the transformation process that 
converts resources such as labor and raw materials into finished goods and 
services. 
Hence, from above discussion, we can infer that option (c) is tru e regarding 
Operations Management. 
Options (a), (b), (d) and (e) are all false regarding Operations Management. 
178. Answer : (c) 
Reason : In direct control the cause of an unsatisfactory outcome traced 
back to the individual responsible for it who is then made to correct the 
practice. 
179. Answer : (d) 
Reason:  According to the Japanese management practices, Kaisha refers to 
“my/one’s company” where people are treated as family members. 
180. Answer : (c) 
Reason : An office automation system aims at facilitating communication 
and increasing the efficiency and productivity of managers and office 
workers through document and message processing. 
181. Planning by a supervisor of a goods processing department to 
rearrange the location of several pieces of equipment so that the new order 
can begin on time, three months hence, would be an example of a/an 
(a) Tactical plan 
(b) Operational plan 
(c) Tactical goal 
(d) Operational goal    
(e) Strategic goal. 
182. As the size of the organization increases the more sophisticated the 
organizational structure becomes. Hence management is categorized into 
three basic levels i.e. top-level management, middle level-management and 
supervisory-level management. Which of the following is false with regard 
to functions of supervisory management? 
(a) Making detailed, short-range operational plans 
(b) Reviewing performance of subordinates 
(c) Making specific task assignments 
(d) Counseling subordinates on production, personnel or other problems 
(e) Maintaining close contact with employees involved. 
183. Which stage of the creativity process links the unconscious state of 
mind with the conscious state? 
(a) Unconscious scanning 
(b) Intuition 
(c) Insight 
(d) Logical formulation 
(e) Decision. 



 

184. Span of management includes 
I.     Assigning equal number of subordinates to managers at the same level. 
II.     Assessing employee skill and motivation levels. 
III.    Determination of how many people working with each other report to 
a single        manager. 
IV.   Determination of the number of individuals a manager can effectively 
supervise. 
(a) Only (II) above 
(b) Only (IV) above       
(c) Both (I) and (III) above 
(d) Both (III) and (IV) above                                                                                      
(e) (I), (II) and (IV) above. 
185. Management By Objectives (MBO) is a system for achieving 
organizational objectives, enhancement of employee commitment and 
participation. Which of the following is not an advantage of MBO? 
(a) Role clarity 
(b) Clarity in organizational action 
(c) Personnel satisfaction 
(d) Basis for organizational change             
(e) Flexibility. 
186. Which of the following is the best explanation of why Japanese 
companies tend to make decisions by consensus? 
(a) It is a reflection of the larger societal cultural value on groups 
(b) It is more efficient and timely than any other method 
(c) It is a carryover from Post-World War II influences from Americans 
(d) The Japanese government mandates it 
(e) Japanese companies style differs from that of American’s style. 
187. Information provided by market intelligence agencies is part of which 
of the following types of information systems? 
(a) Management Information System 
(b) Decision Support System          
(c) Executive Support System 
(d) Transaction Processing System 
(e) Office Automation System. 
188. Which of the following responsibility centers are also referred to as 
‘engineered expense centers?’ 
(a)  Discretionary expense centers                
(b)  Standard cost centers                            
(c)  Profit centers 
(d)  Revenues centers    
(e) Investment centers. 



 

189. Lawrence is a new interviewer who just finished an interview with 
Pauline. Her professional style and her flawless grooming immediately 
struck him. Lawrence gave Pauline a very good evaluation although her 
previous work experience and educational background were not that 
exceptional. What rating error did Lawrence succumb to? 
(a) Halo effect 
(b) Rater prejudice                    
(c) Shifting standards 
(d) Different Rater patterns  
(e) Stereotyping. 
190. Which of the following statements is false concerning Vroom's 
expectancy theory? 
(a) It is based on self-interest where each employee seeks to maximize 
personal satisfaction 
(b) Managers’ must understand which rewards employees will positively 
value 
(c) The employee must see the connection between performance and 
rewards 
(d) The theory is concerned with reality, not perceptions 
(e) There are two crucial linkages among effort-performance-reward in the 
theory. 
 
Answers 
 
181. Answer : (b) 
Reason : The given example is that of an operational plan. Operational plans 
help in day-to-day functioning and are developed by lower level managers. 
They consider time-frames of less than a year. 
182. Answer : (d) 
Reason : Counseling subordinates on production, personnel or other 
problems is a function of middle level management.All other options are 
functions of supervisory level management. 
183. Answer : (b) 
Reason : The intuition stage of the creative process links the unconscious 
state of mind with the conscious state. 
184. Answer : (d) 
Reason : Span of management includes: 
              Statement (III) – Determination of how many people working with 
each other report to a single manager. 
              Statement (IV) – Determination of the number of individuals a 
manager can effectively supervise. 
              Hence, option (d) is the answer. 



 

185. Answer : (e) 
Reason : MBO helps in better managing the organizational resources and 
activities through clarity of objectives, role clarity, periodic feedback on 
performance, and participation by managers. It provides the key result 
areas (KRAs) where organizational efforts are needed, which leads to 
clarity in organizational action. Since MBO allows participation of 
employees in objective setting and a rational performance appraisal, it 
provides the greatest opportunity for personnel satisfaction. Also, MBO 
stimulates organizational change and provides a framework and guidelines 
for planned change, enabling the top management to initiate, plan, direct, 
and control the direction and Pace of change. However, MBO has some 
limitations also, which include inflexibility in the organization, particularly 
when the objectives need to be changed. 
186. Answer : (a) 
Reason:  Japanese companies tend to make decisions by consensus because 
it is a reflection of thelarger societal cultural value on groups. 
187. Answer : (c) 
Reason : An executive support system (ESS) supports effective functioning 
and decision-making at the top levels of an organization. An effective ESS 
provides intelligent information – market intelligence, investment 
intelligence, and technological intelligence. 
A management information system (MIS) is a convergence of people, 
computer and communication technologies, and procedures designed to 
quickly provide relevant data or information, collected from both internal 
and external organization sources, for organization use. 
A decision support system (DSS) is an interactive computer system that is 
easily accessible to and operated by people who are not computer 
specialists, who use the DSS to help them to plan and make decisions. 
A transaction processing system (TPS) records and executes the routine, 
day-to-day transactions required to conduct an organization’s business. 
An office automation system (OAS) aims at facilitating communication and 
increasing the efficiency and productivity of managers and office workers 
through document and message processing. 
188. Answer : (b) 
Reason : Standard cost centers are also referred to as engineered expense 
centers. 
189. Answer : (a) 
Reason : Lawrence has succumbed to Halo error, which is a common 
tendency to rate subordinates high or low on all performance measures 
based on one of their characteristics where as in rater prejudice managers 
allow their personal biases to distort the rating they give to their 
subordinates. In shifting standards, managers rate each subordinate by 



 

different standards and expectations. In different rater patterns, managers 
differ in their rating styles. Some may rate harshly, others may rate easily. 
Whereas stereotyping is the process of categorizing or labeling people on 
the basis of a single attribute rating a person based on the characteristics of 
the group to which he or the she belongs. 
190. Answer : (d) 
Reason : The  theory is concerned with reality not perceptions is false with 
regard to Vroom’s expectancy theory. 
              Vroom's expectancy theory is based on self-interest where each 
employee seeks to maximize personal satisfaction and holds that there are 
two crucial linkages among effort-performance-reward in this theory. 
191. Mark's Embroidery produces custom-made embroidery products. One 
department sells to retail customers, another department sells to catalog 
customers and a third department sells only to college bookstores. Mark's 
Embroidery is departmentalized by 
(a) Product 
(b) Customer 
(c) Geographical location 
(d) Process 
(e) Function. 
192. “When managers have substantial but not complete confidence and 
trust in subordinates and solicit advice from subordinates while retaining 
the right to make final decision”, Likert’s four systems of management 
describes it as 
(a) Participative leadership style 
(b) Benevolent-authoritative leadership style 
(c) Consultative leadership style 
(d) Exploitative-authoritative leadership style 
(e) Trait theory of leadership style. 
193. Ravi, a new recruit in Solaris Systems, perceives that his outcomes 
(pay, perks etc.) are lower as compared to his inputs (qualifications, 
experience etc.) in relation to his colleagues. Which of the following 
theories of motivation explains this phenomenon? 
(a) Need hierarchy theory 
(b) Two-factor model 
(c) Equity theory 
(d) Expectancy theory    
(e) ERG theory. 
194.Which of the following statement(s) is/are true with respect to  
‘discretionary expense centers’? 
I.     The output of a discretionary expense center cannot be directly used to 
produce revenues. 



 

II.     Budgets for discretionary expense centers are developed only in terms 
of maximum        resources that can be consumed by them in a particular 
period. 
III.    For assessing the budgetary performance, the expense constraints are 
established at the discretion of the manager. 
(a) Only (I) above 
(b) Only (III) above 
(c) Both (I) and (II) above 
(d) Both (II) and (III) above 
(e) All (I), (II) and (III) above. 
195. Quantitative techniques are very useful in making decisions under 
conditions of varying degrees of uncertainty. Torque Engineering Co. Ltd. 
faces the problem of allocating resources to its newly set up hydraulic 
pumps division. Which of the following decision-making techniques can 
help solve the problem? 
(a) Linear programming 
(b) Decision tree 
(c) Simulation      
(d) Waiting-line method  
(e) Game theory.  
196. Blake and Mouton’s Managerial Grid is an approach to defining 
leadership styles based on a manager’s concern for people and concern for 
production. Which of the following styles of management assumes that 
exertion of minimum effort to get required work done is appropriate to 
sustain organization membership? 
(a) Authority-obedience management 
(b) Team management 
(c) Country Club management 
(d) Impoverished management 
(e) Organization-man management. 
197. Which of the following refers to the process that helps new employees 
adapt to the organization’s culture? 
(a) Grapevine 
(b) Orientation 
(c) Socialization 
(d) Introduction 
(e) Training. 
198. Adaptability is essential for present day organizations to survive. 
Which of the following are characteristics of adaptable organizations? 
I.     Employees are given more freedom in decision-making. 
II.     Management sets broad goals and objectives. 
III.    Accountability revolves around positions. 



 

IV.   Organizational learning is ongoing. 
(a) Both (I) and (III) above 
(b) Both (II) and (IV) above                          
(c) Both (III) and (IV) above    
(d) (I), (II) and (IV) above     
(e) All (I), (II), (III) and (IV) above. 
199. Ratio analysis is a performance evaluation technique that involves 
determining and evaluating financial ratios. In this regard, which of the 
following ratios measures a firm’s financial risk? 
(a) Profitability 
(b) Liquidity  
(c) Activity   
(d) Leverage 
(e) Return on investment. 
200. Which of the following is a measure of how appropriate organizational 
goals are and how well an organization is achieving those goals?   
(a) Competitor analysis 
(b) Environmental scanning 
(c) Situational effectiveness 
(d) Organizational effectiveness 
(e) SWOT analysis. 
 
Answers 
 
191. Answer : (b) 
Reason : Mark's Embroidery is departmentalized by customer, i.e. to say 
customer divisions are divisions set up to service particular types of clients 
or customers. Under this method, activities are grouped according to the 
customers the organization serves and service to the customers is of top 
priority. (a) Product divisions are divisions created to concentrate on a 
single product or service of at least a relatively homogeneous set of 
products or services. (c) Geographic divisions are divisions are designed to 
serve different geographic areas. Under this method, territory or location is 
taken as the basis for departmentation. (d) Process divisions are designed 
to departmentalize the activities through the different process which the 
organization follows. (e) In Functional departmentation activities are 
grouped according to their main functional or specialized area such as 
Production, Finance, Marketing, HR, etc. 
192. Answer : (c) 
Reason : When managers have substantial but not complete confidence and 
trust in subordinates and solicit advice from subordinates while retaining 
the right to make final decision, Likert’s four systems of management 



 

describes it as consultative leadership style.(a) In Participative leadership 
style the manager has complete trust and confidence in the subordinates in 
all the matters.(b) In Benevolent leadership style the managers have a 
patronizing confidence and trust in subordinates, solicit some ideas and 
opinions from subordinates, motivate with rewards and some fear and 
punishment, permit some upward communication and allow some 
delegation of decision-making but with close policy control.(d) In 
exploitative-authoritative leadership style the managers represents 
doctorial leadership behavior with all decisions made by the manager. (e) 
Trait theory of leadership style assumes that leaders share certain inborn 
personality traits. 
193. Answer : (c) 
Reason : J.S.Adam’s equity theory points out that people are motivated to 
maintain fair relationship between their performance and reward in 
comparison to others.  
(a) Maslow’s need hierarchy classifies human needs into five categories : 
physiological, safety, belongingness, esteem, and self-actualization needs 
and states that they follow an order. A satisfied need no longer motivates. 
(b) Herzberg’s two-factor model distinguishes between motivators and 
hygiene factors. The presence of the former (motivators) causes satisfaction 
but their absence doesn’t cause dissatisfaction. The absence of the latter 
(hygiene factors) causes dissatisfaction but their presence doesn’t 
guarantee satisfaction.  
(c) Victor Vroom’s expectancy theory holds that people will be motivated to 
do things to achieve some goals to the extent that they expect that certain 
actions on their part will help them to achieve the goal.  
(d) Alderfer’s ERG theory categorizes human needs into three : existence, 
relatedness, and growth needs. 
194. Answer : (e) 
Reason : The following statements are true with respect to ‘discretionary 
expense centers’: 
              I.     The output of a discretionary expense center cannot be directly 
used to produce revenues. 
              II.     Budgets for discretionary expense centers are developed only 
in terms of    maximum resources that can be consumed by them in a 
particular period. 
              III.    For assessing the budgetary performance, the expense 
constraints are established at  the discretion of the manager. 
195. Answer : (a) 
Reason : Linear programming is a mathematical technique used in optimum 
allocation of resources in the organization. 



 

Decision tree is a graphical method for identifying alternative actions, 
estimating probabilities, and indicating the resulting expected pay-off. 
Simulation is the technique of developing a model that represents a real or 
existing system for solving complex problems that cannot be readily solved 
by other techniques. 
Waiting-line or queuing model is a mathematical model that describes the 
operating characteristics of queuing situations, in which service is provided 
to persons or units waiting in line. 
Game theory is a technique for determining the strategy that is likely to 
produce maximum profits in a competitive situation. 
196. Answer : (d) 
Reason : Blake and Mouton’s Managerial Grid is an approach to defining 
leadership styles based on a manager’s concern for people and concern for 
production. Impoverished management assumes that exertion of minimum 
effort to get required work done is appropriate to sustain organization 
membership. 
197. Answer : (c) 
Reason:  Socialization refers to the process that helps new employees adapt 
to the organization’s culture. 
198. Answer : (d) 
Reason : The following are characteristics of adaptable organizations 
·            Employees are given more freedom in decision-making 
·           Management sets broad goals and objectives 
·           Organizational learning is ongoing 
·          Accountability revolves around projects and not positions 
              Hence, option (d) is the answer. 
199. Answer : (d) 
Reason : Leverage ratio’s indicate the firms financial risk. (a) Profitability 
ratios provide a firms overall economic performance (b) Liquidity ratios 
measure a firm’s capacity to meet its short-term financial obligations. (c) 
Activity ratios reflects a firm’s efficiency in resource utilization. 
200. Answer : (d) 
Reason : Organizational effectiveness is a measure of how appropriate 
organizational goals are, and how well an 
  



 

 

  
UNIT-9   BANKING 
 

INDIAN BANKING & FINANCIAL SYSTEM 
 
 

1.    allocates saving efficiently in an economy to ultimate users either for 
investment in real assets or for consumption 

a. Economic system 
b. Banking system 

c. Financial system 
d. Market system 

 

2. Which of the following is not a regulatory institutions in Indian financial system. 
a. RBI 
b. CIBIL 

c. SEBI 
d. IRDA 

3.   is regarded as a queen of Indian financial system. 
a. SEBI 
b. RBI 

c. Finance Ministry 
d. BSE 

 

4. ————— represent claims for the payment of a sum of money sometimes in the 
future and/or a periodic payment in the form of interest or dividend. 

a. physical asset 
b. fixed asset 

c. financial asset 
d. none of these 

 

5. SEBI was established in —————. 
a. 1988 
b. 1985 

 
c.   1991 

d.   1990 
 

6. RBI started functioning on —————. 
a. 1-4-1935 
b. 1-4-1948 

 
c.   1-4-1882 

d.  1-4-1945

 
 

7. ————— Committee was constituted by SEBI for deciding about derivatives trading. 
a. L.C.Gupta 
b. R. L. Gupta 

c. Vaghul 
d. Malhotra 

 

8. RBI is the lender of last resort for —————. 
a. Central Government 
b. State Governments 

 
c. Stock markets 
d. Commercial Banks 

 

9. The market regulator of Indian Capital Market is …………… 
a. DFHI 
b. RBI 

c. SEBI 
d. STCI 

 

10. …………………… facilitate the transfer of funds from savers to the borrowers. 
a. goods market 
b. money 

market 

c. financial market 
d. consumer market 

11. ……………………… market is a market for old issues. 
a. Money market b. Primary market 



 

 

c. Secondary 
market 

d. All the above 

 

12. Which of the following is a financial asset 
a. gold 
b. silver 

 
c. share 
d. Land. 

 

13. Which of the following is a cash asset? 
a. deposit created out of loans 
b. share 

 
c. bond 
d. Post office certificate. 

 

14. Govt. bond is a 
a. short term 

security 
b. long term security 

 
c. medium term security 
d. Either a or b. 

 

15. Money market deals with ..................... 
instruments. 

a. long term 
b. short term 

 
c. medium term 
d. all of these. 

 

16. The market for extremely short period loan is called..................... 
a. call money market 
b. money at short 

notice 

c. T-bill market 
d. G-sec market

17. ..................... is a market for bankers’ 
acceptances 

a. discount market 
b. CDs market 

 
c. Interbank participation market 
d. Acceptance market 

 

18. Accommodation bills are also known as ..................... bills 
a. kite bills 
b. wind bills 

c. supply bill 
d. both a & b 

 

19. Adhoc treasury bills are issued in favour of the ..................... only 
a. Treasury 
b. RBI 

c. Commercial banks 
d. State government 

 

20. ..................... are short term deposits of specific maturity similar to fixed deposits. 
a. commercial paper 
b. Interbank participation 

certificate 

c. Repo 
d. Certificate of deposit 

 

21. ..................... is an unsecured short term promissory note issued by creditworthy 
companies? 

a. commercial paper 
b. interbank participation 

certificate 

c. Repo 
d. Certificate of deposit 

 



 

 

22. Discount and Finance House of India was set up in ..................... 
a.   1982 

b.   1988 

c.   1992 

d.   1969 
 

23. Discount and Finance House of India was set up in pursuance of the recommendations of 
.....................Committee 

a. Malegam 
b. Malhotra 

c. Vaghul 
d. Narasimham 

 

24. ..................... has been set up mainly to provide a secondary market in Govt. Securities 
a. DHFI 
b. OTCEI 

c. STCI 
d. NSDL 



 

 

 

e.  
f. private placement 

 
g. right issue 
h. none the above 



 

 

 

25. An issuer need not file an offer document in case of 
a. public issue 
b. preferential 

allotment 

c. right issue 
d. bought out deal 

 

26. An issuer can launch an IPO within..................... 
a. 3 months 
b. 6 months 

 
c. 9 months 
d. one year 

 

27. An issue of a minimum size of Rs. ..................... crore is a mega issue 
a. 50 
b. 100 

c.   150 

d.   300 
 

28. Financial institutions are also known as ........................ 
a. Financial organisation 
b. Financial intermediaries 

c. Financial system 
d. Any of the above 

 

29. ........................ is the first development financial institution in India. 
a. IDBI 
b. ICICI 

c. IFCI 
d. RBI 

 

30. Management Development Institute (MDI)was set up by ........................ 
a. IDBI 
b. ICICI 

c. IFCI 
d. SEBI 

 

49. IDBI was established in ........................ 

a. 1948 

b. 1954 

 
c.  1992 

d. 1964 
 

50. ........................ is an apex institution to coordinate, supplement and integrate the 
activities of all existing specialised financial institutions. 

a. IFCI 
b. IDBI 

c. RBI 
d. SEBI 

 

51. Technical consultancy Organisations were set up by........................ 
a. IFCI 
b. IDBI 

c. RBI 
d. SEBI 

 

52. ICICI was set up in ........................ 

a. 1955 

b.   1964 

 
c.   1989 

d.   1935 
 

53. ........................ assists mainly to industrial undertakings in the private sector 
a. IFCI 
b. IDBI 

c. ICICI 
d. SEBI 

 

54. LIC was established in........................ 

a. 1956 

b.   1964 

 
c. 1989 

d. gcv1935 
 

55. UTI was set up in the year ........................ 



 

 

a.   1956 

b.   1964 

c.   1969 

d.   1948 
 

56. ................known as Brettonwood 
twins 

a. IDBI and IFCI 
b. IDBI and UTI 

 
c. IBRD and IMF 
d. RBI and SEBI 

 

57. World bank is also known as........................ 

a. IMF 
b. ADB 

 
c. IBRD 
d. UNICEF 

 

58. World bank was set up in ........................ 

a. 1945 

b.   1946 

 
c.   1947 

d.   1948 
 

59. IMF commenced financial operation on........................ 
a.   1945 

b.   1946 

c.   1947 

d.   1948 
 

60. Which of the following gives long term finance? 
a. IDBI 
b. ICICI 

 
c. IFCI 
d. All the above 

 

61. Which of the following is a fee based service 
a. hire purchase 
b. Leasing 

 
c. capital issue management 
d. Underwriting. 

 

62. Find the odd one 
out 

a. commercial paper 
b. share certificate 

 
c. certificate of deposit 
d. Treasury bill. 

 

63. The process of managing the sales ledger of a client by a financial service company is 
called 

a. forfaiting 
b. factoring 

c. leasing 
d. None of these. 

 

64. Mutual funds are very popular in 
a. USA 
b. UK 

 
c. Japan 
d. India 

 

65. In India, the company which actually deals with the corpus of the mutual fund is called 
a. sponsor company 
b. trustee company 

c. asset management company 
d. Mutual fund Company. 

 

66. The first bank in India to start factoring business is 
a. Canara bank 
b. SBI 

c. Punjab National Bank 
d. Allahabad Bank. 

 

67. An asset with a physical value is called 
a. Financial asset 

b. Non financial asset 



 

 

 
c. Fictitious asset 
d. Fixed asset 



 

 

 

68. An asset which derives its value because of a contractual claim is 
a. Financial asset 
b. Non financial asset 

c. Fictitious asset 
d. Fixed asset 

 

69. Gold is -----------asset 
a. Financial asset 
b. Non financial asset 

 
c. Fictitious asset 
d. Intangible asset 

 

70. Cash is --------------asset 

a. Financial asset 
b. Non financial asset 

 
c. Fictitious asset 
d. Intangible asset 

 

71. -------------is a whole sale market for short term debt instrument. 
a. capital market 
b. forex market 

c. money market 
d. any of the above 

 

72. Money lent in the inter-bank market for 15 days or more is called ----------- 
a. Call money 
b. Term money 

c. Money at short notice 
d. All the above 

 

73. Call money is a loan given for a period of 
a. 15 days 
b. 30 days 

 
c. 1 day 
d. 1 year 

 

74. When money lent for more than a day but up to a fortnight is called 
a. Call money 
b. Term 
money e. 

c. Money at short notice 
d. None of the above 

 

75. CBLO stands for 
a. Collateralised Borrowing and Lending Obligation 
b. Central Banks Lending Obligation 
c. Commercial Bank and Lending Option 
d. None of these 

 

76. The NSDL established in 
a. August 1996 
b. August 1998 

 
c. January 1996 
d. January 1998 

 

77. In a private placement the maximum number of investors shall not exceed 
a. 51 
b. 49 

c. 100 

d. 25 
 

78. Merchant banks in India started 
in a. 1955 
b. 1969 

 
c.   1972 

d.   1992 
 

79. Merchant banks concept in India introduced 
by 
a. SBI 

b. PNB 



 

 

 
c. ANZ Grindlays 
d. City bank 



 

 

 

80. SENSEX is the index of 
a. BSE 
b. NSE 

 
c. OTCEI 
d. CSE 

 

81. NIFTY is the index of 
a. BSE 
b. NSE 

 
c. OTCEI 
d. CSE 

 

82. The first Indian equity index is 
a. Nifty 
b. Sensex 

 
c. Dollex 
d. Defty 

 

83............ is a product whose value is derived from the value of underlying asset 

a. Repo 
b. T-bills 

c. G.sec 
d. Derivatives 

 

84. BOLT stands for 
a. Borrowing or Lending Trade 
b. Bombay Online Trading 

 
c. Bond or Loan Transaction 
d. None of these 

 

85. --------------is also known as “G.Secs” 
a. Gold Traded Fund (GTF) 
b. General Securities 

 
c. Govt. Securities 
d. Growth oriented fund 

 

86. .................. are negotiable instrument issued by an overseas depository 
a. ADR 
b. GDR 

c. IDR 
d. Any of the above 

 

87. Perpetual bond is also known 
as 

a. Deep discount bond 
b. Irredeemable bond 

 
c. Bearer bond 
d. Registered bond 

 

88. Zero Coupon Bond is also known as 
a. Deep discount bond 
b. Irredeemable bond 

 
c. Bearer bond 
d. Zero Interest bond 

 

89. Secured Premium Notes (SPN) always issued with........... 
a. Premium 
b. Discount 

c. Detachable Warrant 
d. Coupon 

 

90. ................ bonds permit the bond holder to invest the interest income again in host bonds 
a. Deep discount 

bond 
b. Junk bonds 

c. Bearer bond 
d. Bunny bonds 

 

91. ...............bonds are high risk and high yield bonds developed in USA 
a. Deep discount 

bond 
b. Junk bonds 

c. Bearer bond 
d. Bunny bonds 



 

 

92. ESOP stands for 
a. Equity share option Plan 
b. Equity shares Option premium 

 
c. Employee stock Option Plan 
d. Equity Stock Option Plan 

 

93. QIPs Stands for 
a. Quality investment Project 
b. Qualified investment Plan 

 
c. Qualified Institutional Placement 
d. Qualitative Investment Premium 

 

94. What you mean by “STRIPS” 
a. Separate Trade Register of Initial Public Securities offer 
b. Stock Trading Register of Interest and Principal Securities 
c. Separate Trading of Registered Interest and Principal of Securities 
d. Share Transfer and Registrar of Indian Public Securities issues 

 

95. Gilt Edged Securities are 
a. Govt. Securities 
b. Company’s securities 

 
c. Any of the above 
d. None of these 

 

96. In India, forfaiting services are offered by 
a. RBI 
b. SBI 

 
c. EXIM bank 
d. All the above 

 

97. The small investors’ gateway to enter into big companies is ————— 
a. Equity shares 
b. Preference 

shares 

c. Bonds 
d. Mutual fund 

 

98. Money Market mutual fund is also known as--------------- 
a. Growth fund 
b. Balanced fund 

c. Income fund 
d. Cash fund 

 

99. ————— fund invests in highly liquid securities like commercial paper. 
a. Open ended fund 
b. Close ended fund 

c. Balanced fund 
d. MMMF 

 

 

100. The idea of providing factoring services in India was first thought by ————— 
a. Vaghul committee 
b. Malhotra 

Committee 

c. Tanden Committee 
d. None of these 

 

101. The market for extremely short period loan is called 
a. Call loan market 
b. short notice 

market 

c. treasury bill market 
d. commercial bill market 

 

102. ---------- bills are drawn by contractors on the government departments for the goods 
supplied by them. 

a. Usance bills 
b. T-bills 

c. Clean bills 
d. Supply bills 

 



 

 

103. ---------- is also known as ‘Industrial Paper” 
a. Treasury bills 
b. Commercial bills 

 
c. Financial accommodation bills 
d. Commercial paper 



 

 

 

104. Demand bills are also known as 
a. Time bills 
b. Sight bills 

 
c. Kite bills 
d. Wind bills 

 

105. Usance bills are also known as 
a. Time bills 
b. Sight bills 

 
c. Kite bills 
d. Wind bills 

 

106. In India, indigenous bills popularly known as 
a. Time bills 
b. Hundis 

 
c. Trade bills 
d. Sight bills 

 

107. Which of the following are examples of Hundis in india 
a. Shah jog 
b. Namjog 

c. Jokhani 
d. All the above 

 

108. Bills drawn and accepted payable after three months are called 
a. Usance bills 
b. T-bills 

c. Clean bills 
d. Supply bills 

 

109. The market which helps commercial banks to maintain their SLR requirement is 
a. Call loan market 
b. T-bills market 

c. Acceptance market 
d. Commercial bill market 

 

110. Bill Market Scheme in India was introduced in the year 
a.   1972 b.   1952 c.   1969 d. 1982 

 

111. Adhoc T-bills are always issued in favour of-------- 
a. State government 
b. Commercial banks 

c. Treasuries 
d. RBI 

 

112. The certificate which evidences an unsecured corporate debt of short term maturity 
a. Certificate of Deposit 
b. Commercial paper 

c. Secured Premium Notes 
d. Interbank participation Certificate 

 

113. Major players of Indian money market is 
a. Central bank 
b. Co-operative banks 

 
c. Commercial banks 
d. Indigenous banks 

 

114. -------- is the suitable method where small companies issue shares 
a. Offer for sale 
a. Private 

placement 

b. Issue by prospectus 
c. All the above 

 

115. Zero interest bonds are always 
issued 

a. At premium 
b. At discount 

 
c. With detachable warrant 
d. Any of the above 

 

116. -------- is a guarantee for marketability of shares 
a. Listing 



 

 

b. Underwriting  
c. Registration 
d. Issue by prospectus 



 

 

117. Which one of the following is /are not function of NIM 
a. Origination 
b. Underwriting 

c. Distribution 
d. Listing 

 

118. BOLT was introduced by BSE in the year 
a. 1990 
b. 1995 

 
c.   1992 

d.   1999 
 

119. -------- is a permission to quote securities officially on the trading floor of stock 
exchange 

a. Origination 
b. Underwriting 

c. Distribution 
d. Listing 

 

120. The number of shares which are less than market lots are called 
a. Grey lot 
b. Odd lot 

c. Tag lot 
d. Tied lot 

 

121. Rolling Settlement system was introduced by SEBI in the year 
a.   1994 

b.   1998 

c.   1996 

d.   1999 
 

122. The facility to carry forward a transaction from one settlement period to another is called 
--------- transaction 

a. Hand delivery 
b. Badla 

c. Cornering 
d. Arbitrage 

 

123. The device adopted to make profit out of price differences in two different markets 
a. Cornering 
b. Wash sales 

c. Rigging 
d. Arbitrage 

 

124. A person appointed by a stock broker to assist to him in the business of securities 
trading at trading floor of stock exchanges is 

a. Sub-broker 
b. Commission broker 

c. Authorised clerk 
d. Remisiers 

 

125. ------------- is also known as Remisiers and Half-commission man 
a. Sub-broker 
b. Commission broker 

c. Authorised clerk 
d. Jobbers 

 

126. An order for the purchase of securities at a fixed price is known as 
a. Limit order 
b. Open order 

c. Discretionary order 
d. Stop loss order 

 

127. Speculator who neither buy nor sell securities in the market, but still trade on them are 
called 

a. Wolves b.  Stag c.   Bull d.  Bear 
 

128. The process of holding the entire supply of a particular security with a view to dictating 
terms is called 

a. Cornering 
b. Wash sales 

c. Rigging 
d. Arbitrage 



 

 

129. ------------ market deals in unlisted securities 
a. Blue chip market 
b. Bear market 

 
c. Grey market 
d. Bull market 

 

130. When purchases of securities are more than sales of securities, the market is called 
a. Bullish 
b. Bearish 

c. Grey 
d. Odd 

 

131. When sales of securities are more than purchases of securities, the market is called 
a. Bullish 
b. Bearish 

c. Grey 
d. Odd 

 

132. --------- is the charges paid by a bull speculator to the other party for obtaining carry 
over facility 

a. Backwardation 
b. Contango 

c. Spread 
d. Margin 

 

133. --------- is the amount paid by bear to facilitate him to renew a bargain until next 
settlement date 

a. Backwardation 
b. Contango 

c. Spread 
d. Margin 

 

134. -------- is the process of selling securities without owning them 
a. Short selling 
b. Long selling 

c. Margin trading 
d. Prise rigging 

 

135. Bull speculators are also known as 
a. Tharawaniwalas 
b. Tejiwalas 

 
c. Mandiwalas 
d. Badliwalas 

 

136. Bear speculators are also known 
as 

a. Tharawaniwalas 
b. Tejiwalas 

 
c. Mandiwalas 
d. Badliwalas 

 

137. Another name of jobber is 
a. Tharawaniwalas 
b. Tejiwalas 

 
c. Mandiwalas 
d. Badliwalas 

 

138. Those who provides finance for carry forward transactions in securities is called 
a. Tharawaniwalas 
b. Tejiwalas 

c. Mandiwalas 
d. Badliwalas 

 

139. The speculator who observes very fast the trends and changes in market is 
a. Bull 
b. Bear 

c. Stag 
d. Wolves 

 

140. ------is the bear speculator who struggling to complete his commitments because of 
wrong foot 

a. Bull 
b. Lame duck 

c. Stag 
d. Wolves 



 

 

141. An option (right) to purchase shares in future at predetermined price is called 
a. Hedging 
b. Put option 

c. Push option 
d. Call option 

 

142. An option (right) to sell shares in future at predetermined price is called 
a. Hedging 
b. Put option 

c. Pull option 
d. Call option 

 

143. ---------- refers to the process of creating an artificial condition in market in order to 
push price of particular shares. 

a. Cornering 
b. Arbitrage 

c. Option deal 
d. Rigging 

 

144. An attempt to gaining short term profit from the price difference or movements of 
securities are called 

a. Investment 
b. Speculation 

c. Hedging 
d. All the above 

 

145. Companies (Amendment) bill-1999 restricts buy back of shares up to........... of the paid 
up capital 

a.   50% b.   20% c.   25% d. 60% 
 

146. SIDBI is fully owned subsidiary of 
a. IDBI 
b. RBI 

 
c. SEBI 
d. IFCI 

 

147. “AMBI” stand for 
a. Association of Management of Banks in India 
b. Association of Merchant banks in India 
c. Association of Modern Banks in India 
d. Automated Mechanism for Borrowing and Investment 

 

148. In listed securities, “Group A shares” are also known as 
a. Specified shares 
b. Cleared securities 

c. Non- specified shares 
d. Both a & b above 

 

149. In listed securities, “Group B shares” are also known as 
a. Specified shares 
b. Non-Cleared securities 

c. Non- specified shares 
d. Both b & c above 

 

150. Odd lot shares are coming under -------- of listed securities 
a. Group A 
b. Group B 

c. Group C 
d. Any of the above 

 

151. ALBM (Automated Lending &Borrowing Mechanism) was introduced by 
a. NSDL 
b. SEBI 

c. NSCCL 
d. CDSL 

 

152. under public issue of shares, reservation for permanent employees 
a.   10% 

b.   25% 

c.   15% 

d.   50% 



 

 

153. The  conditions  to  be  satisfied  by  a  public  company  for  issuing Right  shares
 are specified in --------------of Companies Act.1956 

a. Sec.75 
b. Sec.79 

c. Sec.81 
d. Sec.91 

 

154. ----------- is a method of cancellation of shares 
a. Book building 
b. Bonus issue 

 
c. Buy back 
d. Reissue 

 

155. Which of the following is / are method of Buy back of shares 
a. Tender offers 
b. Open offers 

c. Dutch Auction 
d. All the above 

 

156. Over the Counter Exchange of India commenced operation in the year 
a.   1988 

b.   1992 

c.   1995 

d.   1989 
 

157. Members of the OTCEI are---------- only 
a. Individuals 
b. Corporates 

 
c. Financial institution 
d. Banks 

 

158. The whole sale market segment for NSE is meant for 
a. Corporate 

securities 
b. Govt.securities 

c. Securities of MNCs 
d. Securities of Financial Institutions 

 

159. As per SEBI guidelines, a new company which has not completed 12 months 
commercial productions has to issue shares at ------- 

a. Discount 
b. Premium 

c. Par 
d. any of the above 

 

160. National Stock Exchange (NSE) established in the year 
a.   1990 

b.   1992 

c.   1995 

d.   1999 
 

161. Method of trading in NSE is 
a. Floor based- Order driven 
b. Screen based- Code driven 

 
c. Screen based - Order driven 
d. Floor based - Quote driven 

 

162. Method of trading in OTCEI is 
a. Floor based- Order driven 
b. Screen based- Code driven 

 
c. Screen based - Order driven 
d. Floor based - Quote driven 

 

163. -------- are eligible to list in OTCEI 
a. Small companies 
b. Large companies 
c. Medium size companies 
d. Small and Medium size companies which are not listed in any other stock exchange 

 

164. Discount and Finance House of India (DFHI) mainly deals in 
a. Commercial bills b. Corporate securities 



 

 

c. Treasury bills 
d. Commercial papers 



 

 

165. -------- of shares is the first step in depository process 
a. Mutualisation 
b. Mobilisation 

c. Immobilisation 
d. Rematerialisation 

 

166. In depository system, --------- is a link between depository and the owner. 
a. Depository participant 
b. Register and Transfer Agent 

c. Issuer 
d. Custodian. 

 

167. “A central location for keeping securities on deposit” is 
a. Stock exchange 
b. Investment 

bank 
d. Merchant banks 

c. Depository 

 

168. The group of shares which are not permitted for short selling are 
a. A group 
b. B group 

c. T group 
d. None of these 

 

169. --------- group includes shares of companies which have failed to comply with listing 
requirements 

a. A group 
b. B group 

c. T group 
d. Z group 

 

170. In listed scrips, --------- group includes small cap stocks. 
a. S group 
b. TS group 

c. T group 
d. Z group 

 

171. Shares of well established and financially sound compnies,with very little investment 
risk and good history of earnings is known as 

a. Alpha shares 
b. Blue chip shares 

c. Star stock 
d. Beta stock 

 

172. In a stock exchange where the ownership, management and trading are concentrated 
in a single group, it is called 

a. Mutual exchange 
b. Recognised exchange 

c. Dominant exchange 
d. Un -recognised exchange 

 

173. In India, currently method of calculation of stock indexes is 
a. Free float market capitalisation 
b. Full float market capitalisation 
c. Fixed float market capitalisation 
d. Minimum float market capitalisation 

 

174. Fully automated screen based trading system in NSE is known as 
a. BOLT 
b. ALBM 

c. BLISS 
d. NEAT 

 

175. The Chief promoter of National Securities Depository Limited (NSDL) is 
a. NABARD 
b. BSE 

c. NSCCL 
d. NSE 



 

 

176. The Chief promoter of Central Depository Services Limited CDSL) is 
a. NABARD 
b. BSE 

c. NSCCL 
d. NSE 

 

177. The third largest stock exchange in the world 
is 

a. NSE 
b. BSE 

 
c. NASDAQ 
d. USE (United Stock Exchange) 

 

178. In the index “CNX Nifty”, C stands for 
a. Central 
b. Credit 

 
c. CRISIL 
d. Cumulative 

 

179. The dollar version of Index of BSE is 
a. Defty 
b. Dollex 

 
c. Both the above 
d. None 

 

180. In BSE, T+2 rolling settlement began in the year 
a. 2002 
b. 2003 

 
c.   2001 

d.   1995 
 

181. In settlement T+2, ‘T’ stands for 
a. Trade time 
b. Trade day 

 
c. Trade terms 
d. Time for settlement 

 

182. Which one of the following is an example of derivative? 
a. Warrants 
b. Baskets 

c. Swaptions 
d. All of these 

 

183. The process in which illiquid assets are converted into marketable securities is known as 
a. Mutualisation 
b. Dematerialisation 

c. Rematerialisation 
d. Securitisation 

 

184. Securitisation and Reconstruction of Financial Assets and Enforcement of Security 
Interest (SARFAESI) Act passed in the year 

a.   1992 

b.   2002 

c.   2005 

d.   2000 
 

185. In security market, “ASBA” stands for 
a. Application Supported by Blocked Amount 
b. Automated Security Borrowing Arrangement 
c. Active Securities Buying Agreement 
d. Automatic Security Buying Assistance 

 

186. In financial circle, the name “Dalal Street” is used synonyms to......... 
a. BSE 
b. NASDAQ 

c. NSE 
d. OTCEI 

 

187. The name “Wall Street” is used to synonyms to.......... 
a. Bombay Stock Exchange 
b. NASDAQ 

c. National Stock Exchange 
d. New York Stock Exchange 



 

 

188. Credit rating indicates -------- of a company 
a. Financial status 
b. Overall efficiency 

 
c. Management efficiency 
d. All the above 

 

189. Credit rating is only a / an.............. 
a. Opinion 
b. Recommendation 

 
c. Suggestion 
d. Advice 

 

190. Which of the following is not a credit rating agency? 
a. CRISIL 
b. ICRA 

c. DCR India 
d. None of these 

 

191. At present, how many Non-scheduled banks are functioning in India 
a.   2 b.   5 c.   1 d. 0 

 

192. Investment Information and Credit Rating Agency of India (IICRA) is a 
a. Private company 
b. Public company 

c. Govt. Company 
d. Statutory company 

 

193. --------- variety of mutual fund is known as “Nest Eggs” 
a. Balanced Funds 
b. Fund of funds 

c. Money Market Mutual fund 
d. Growth oriented funds 

 

194. Generally mutual funds are of 
a. High risk 
b. Risk free 

 
c. Low risk 
d. Any of the above 

 

195. The corpus of funds and its duration is fixed in case of ------- fund 
a. Open 

ended 
b. Balanced 

c. Close ended 
d. Income fund 

 

196. The market performance of mutual fund can be judged on the basis of 
a. Net asset value or intrinsic value 
b. Capital appreciation 

c. Regular / stable income 
d. Any of these 

 

197. ----------- is the regulator of mutual funds in India 
a. RBI 
b. IRDA 

c. SEBI 
d. Both SEBI and GOI 

 

198. ------ is the venture capital assistance at the stage where the project started to fetch 
profit but not reached in its full efficiency 

a. Start up capital 
b. Mezzanine capital 

c. Bridge capital 
d. Seed capital 

 

199. In ----------leasing, the risk of obsolescence is assumed by the lessee 
a. Financial lease 
b. Operating lease 

c. Both the above 
d. None the above 

 

200. ----------- is a tripartite lease arrangement 
a. Financial lease 

b. Operating lease 



 

 

 
c. Leverage lease 
d. Sale and lease back 



 

 

 

201. In hire purchase depreciation can be claimed by the 
a. Hirer 
b. Vendor 

c. Financiers 
d. All of these 

 

202. A merchant bank can claim a charge ------- % as the commission for the whole issue 
a. 5% 
b. 2.5% 

c. 0.5% 

d. 0.25% 
 

203. Which of the following is not a quantitative credit control tool of RBI? 
a. Bank rate 
b. Open market 

operation 

c. SLR 
d. Margin requirements 

 

204. Which of the following is a selective (qualitative) credit control method? 
a. Bank rate 
b. Open market 

operation 

c. Variable reserve ratio 
d. Credit rationing 

 

205. Currency notes of rupee one and other lower subsidiary coins are issued by 
a. RBI 
b. Commercial banks 

c. Ministry of Finance 
d. Bank Note press 

 

206. American Depository Receipts (ADRs) are issuing by 
a. Indian Company 
b. American company 

c. Overseas depository 
d. International exchange 

 

207. ----------- is the process of converting security in electronic form into physical form 
a. Rematerialisation 
b. Dematerialisation 

c. Demutualisation 
d. Mutualisation 

 

208. ----------- is dealing in securities done by those who having access to price sensitive 
information. 

a. Margin trading 
b. Insider trading 

c. Price rigging 
d. Wash sales 

 

209. --------- is a calculated move with an expectation to reap huge profit from market 
fluctuations 

a. Gambling 
b. Speculation 

c. Genuine investment 
d. None of the above 

 

210. ---------- speculators are optimistic in nature 
a. Bull 
b. Bear 

 
c. Stag 
d. wolves 

 

211. ---------- speculators are Pessimistic in nature 
a. Bull 
b. Bear 

 
c. Stag 
d. Wolves 

 

212. The scheme in which company can allot shares not more than 15% of the issue size, to 
the public in addition to the shares already offered- is called 



 

 

a. Right issue 
b. ESOPs 

c. Green shoe option 
d. Bonus issue 



 

 

213. The merchant banker coordinating a public issue is called as 
a. Syndicator 
b. Lead manager 

c. Post issue manager 
d. None of these 

 

214. -------- is a shortened form of prospectus 
a. Red herring prospectus 
b. Abridged prospectus 
c. Statement in lieu of prospectus 
d. Shelf prospectus 

 

215. -------- is an offer document is used in public issue made under book building method. 
a. Red herring prospectus 
b. Abridged prospectus 

c. Statement in lieu of prospectus 
d. Shelf prospectus 

 

216. In technical sense, short sellers (bears) will be “squeezed” through 
a. Wash sales 
b. Cornering 

c. Rigging 
d. Arbitrage 

 

217. ---------- is known as ‘Traffic in securities’ 
a. Wash sales 
b. Cornering 

 
c. Rigging 
d. Arbitrage 

 

218. A system of security trade in which one is allowed to invest in excess of his financial 
capacity by borrowing funds 

a. Margin trading 
b. Cornering 

c. Rigging 
d. Arbitrage 

 

219. Which of the following speculative transactions are unfair and prohibited? 
a. Margin trading 
b. Option 
deals e. 

c. Rigging 
d. Arbitrage 

 

220. Which of the following is not a prohibited act in security market? 
a. Insider trading 
b. Price rigging 

c. Cornering 
d. Margin trading 

 

221. ------- is undertaken for making a dishonest claim for tax deduction. 
a. Wash sales 
b. Price rigging 

c. Cornering 
d. Margin trading 

 

222. --------  means  temporary halt of trade in stock exchanges whenever index moves 
upward or downward beyond the specified limits 

a. Laddering 
b. Cornering 

c. Circuit breaking 
d. Side by siding 

 

223. Unsecured debentures are also known 
as........... 

a. Registered debentures 
b. Bearer debentures 

 
c. Naked debentures 
d. Collateral debentures 

 

224. Non-voting shares were introduced by Companies (Amendment) bills in the year 



 

 

a.   1997 b.   1999 c.   2000 d. 2002 



 

 

225. in the case of -------- bonds, the value is inversely related to short term interest rates. 
a. Fixed rate bonds 
b. Inverse float bonds 

c. Perpetual bonds 
d. Option bonds 

 

226. “D vs. P” system for government securities market means 
a. Delivery and payment settlement 
b. Dividend and principal 

settlement 

c. Dollar and Pound settlement 
d. Delaying and postponement 

 

227. Non banking financial institutions (NBFIs) are registered under 
a. RBI Act 
b. Banking Regulation Act 

c. Companies Act 
d. SEBI Act 

 

228. According to IFRS, the term financial asset includes 
a. Cash or Cash equivalent 
b. Equity shares 

c. Contractual right to receive cash 
d. All the above 

 

229. Which of the following is /are example of primary or direct financial instrument 
a. Fixed deposit receipt 
b. Insurance policies 

c. Mutual fund Unit 
d. Debentures 

 

230. Which of the following is /are example of Secondary or indirect financial instrument 
a. Equity shares 
b. Preference 

shares 

c. Post office saving deposit 
d. Bonds 

 

231. A Non Banking Financial Institution 
a. Can accept demand deposit 
b. Can issue cheques to customers 
c. Cannot accept fixed deposit 
d. Cannot accept demand deposit and cannot issue cheques 

 

232. Kerala State Financial Enterprises ltd (KSFE) is an example of 
a. Banking institution 
b. Investment 

institution 

c. NBFI 
d. State level development banks 

 

233. UTI, LIC etc are examples of 
a. Banking institution 
b. Investment institution 

 
c. NBFI 
d. Development banks 

 

234. SFC is an example of 
a. Banking institution 
b. Investment 

institution 

 
c. NBFI 
d. Development Institution 

 

235. Which of the following is /are not regulatory institutions 
a. RBI b.  SEBI c.   IRDA d.  IFCI 

 

236. Which of the following is not a negotiable instrument? 
a. ADR b.  GDR c.   FDR d.  IDR 



 

 

 

237. ‘Follow on Public Offer’ is also known as 
a. Further public offer 
b. Seasoned public offer 

 
c. Subsequent public offer 
d. All of these 



 

 

 

238. “Uberrimae Fidei” means 

a. Indemnity 

b. Insurable interest 

 
c. Good faith 

d. Mitigation of loss 
 

239. ........... is the oldest insurance 

a. Fire insurance 

b. Life insurance 

 
c. Marine insurance 

d. Social insurance 
 

240. In ---------------- , insurable interest is enough at the time of loss 

a. Fire insurance 

b. Life insurance 

c. Burglary insurance 

d. Marine insurance 
 

241. In life insurance, instalment policy is also known as 

a. Annuity policy 

b. Endowment policy 

c. Whole life policy 

d. Lump sum policy 
 

242. In insurance, “Causa Proxima” means 

a. Utmost good faith 

b. Contribution 

 
c. Prevent the causes of loss 

d. Closely connected perils 
 

243.   is a financial service which pooling risks of people 

a. Mutual fund 

b. Venture capital 

c. insurance 

d. all of these 
 

244. In India Insurance business are regulated by 

a. IRBI b.  RBI c.  IRDA d. IRDP 

 
245. Except life insurance maximum term of other insurance is   

a. 12 months 

b. 6 months 

c. 24 months 

d. 36 months 
 

246. Central office of Life Insurance Corporation of India is located at 

a. New Delhi 

b. Kolkata 

247. There are........ associated companies of GIC 

c. Mumbai 

d. Bangalore 

a.  3 b.  4 c.  6 d. 5 
 

248. “Native Stock and Share Brokers Association” is the old name of............ 
a. SEBI b.  NSE c.   BSE d.  NASDAQ 

249. General insurance business nationalised in the year---------- 
a.   1956 b.   1972 c.   1969 d. 1982 

 

250. Principle of Indemnity does not apply to---------- 
a. Fire insurance 
b. Marine insurance 

 
c. Life insurance 
d. None of these 
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26 B 62 B 98 C 134 A 170 A 

27 D 63 B 99 D 135 B 171 B 

28 A 64 A 100 A 136 C 172 A 

29 B 65 C 101 A 137 A 173 A 

30 C 66 B 102 D 138 B 174 D 

31 C 67 B 103 D 139 D 175 D 

32 B 68 A 104 B 140 B 176 B 

33 B 69 B 105 A 141 D 177 A 

34 C 70 A 106 B 142 B 178 C 

35 A 71 C 107 D 143 D 179 B 

36 A 72 B 108 A 144 B 180 A 



 

 

 

Q No Ans Q No Ans Q No Ans Q No Ans Q No Ans 

181 B 196 D 211 B 226 A 241 A 

182 D 197 D 212 C 227 C 242 D 

183 D 198 B 213 B 228 D 243 C 

184 B 199 A 214 B 229 D 244 C 

185 A 200 C 215 A 230 C 245 A 

186 A 201 A 216 B 231 D 246 A 

187 D 202 C 217 D 232 C 247 B 

188 A 203 D 218 A 233 B 248 C 

189 A 204 D 219 C 234 D 249 B 

190 D 205 C 220 D 235 D 250 C 

191 D 206 C 221 A 236 C   
192 B 207 A 222 C 237 D 

193 B 208 B 223 C 238 C 

194 C 209 B 224 A 239 C 

195 C 210 A 225 B 240 D 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 

UNIT-10   FINANCIALMANAGEMENT 
 

1. Under which of the following method the time value of money is not 
considered –  
a) Net present value method,  
b) Internal rate of return method, 
c) Pay-back period method,  
d) all of the above.  
Ans : c  
2. Which one of the following represents number of years required to 
recover the initial investment?  
a) Accounting rate of return,  
b) Pay-back period,  
c) Internal rate of return,  
d) Net present value.  
Ans : b  
3. Other things being equal, stocks which are highly liquid command  
a) higher dividend payout ratio,  
b) lower dividend payout ratio, 
c) higher P/E ratio,  
d) lower P/E ratio.  
Ans : c  
4. Weighted average cost of capital may contain  
I. Cost of equity,  
II. Cost of debt,  
III. Cost of goods purchased,  
IV. Cost of initial investment.  
Find the correct combination according to the code –  
 I, II and III are correct  
 II, III and IV are correct  
 III and IV are correct  
 I and II are correct. 

Ans:  
5. When a firm proposes to acquire another firm, the merger proposal may 
be viewed as a –  
a) working capital management proposal,  
b) capital budgeting proposal, 
c) financing decision,  
d) dividend decision.  
Ans : b  
6. Which is the limitation of traditional approach of financial management? 



 

 

a) more emphasis on long-term problems,  
b) outsiders approach, 
c) ignores allocation of resources,  
d) all of the above.  
Ans : d  
7. Which one is the external source of fund?  
a) letters of credit,  
b) finance from companies, 
c) advance from customers,  
d) all of the above.  
Ans : d  
8. Paid-up value is payable on a life insurance policy – 
a) on the maturity of policy,  
b) when the policy lapses, 
c) when the policy is surrendered,  
d) on maturity or death whichever is earlier.  
Ans : d  
9. Financial management includes –  
a) measurement of performance,  
b) finance funding, 
c) working capital management,  
d) all of the above.  
Ans : d  
10. The finance manager plays an important role in – 
a) liquidation decision,  
b) funding decisions,  
c) amalgamation,  
d) all of the above.  
Ans : d  
11. Financial management is a part of –  
a) accounting,  
b) business management,  
c) financial accounting,  
d) all of these.  
Ans : d  
12. The nominal rate of interest is equal to –  
a) Real rate + Risk premium + Inflation  
b) Real rate + Risk premium – Inflation 
c) Risk premium + Inflation  
d) none of the above.  
Ans : a  
13. Which one is the internal source of finance? 
a) outstanding payment,  



 

 

b) provision of taxation,  
c) depreciation funds,  
d) all of these.  
Ans : d  
14 Sinking fund factor is the reciprocal of –  
a) Future Value Interest Factor (FVIF)  
b) Present Value Interest Factor (PVIF) 
c) Future Value Interest Factor of Annuity (FVIFA)  
d) Present Value Interest Factor of Annuity (PVIFA)  
Ans : c 
15. Profit maximization is –  
a) an indicator of economic efficiency,  
b) a source of incentive, 
c) maximization of social benefit,  
d) all of the above.  
Ans : d  
16. Which is the assumption of Modigilani and Miller approach to cost of 
capital?  
a) the capital markets are assumed to be perfect,  
b) the firms can be classified into homogeneous risk class, 
c) all investors have the same expectations from a firm’s net operating 
income which is necessary to evaluate the value of a firm,  
d) all of the above.  
Ans : d  
17. Which one is the type of leverage? 
 
a) operation leverage,  
b) financial leverage,  
c) cost leverage,  
d) both ‘a’ and ‘b’  
Ans : d  
18. Dividend is the income for the – 
a) stakeholders,  
b) shareholders,  
c) company,  
d) suppliers.  
Ans : b  
19. If cash inflows are not uniform, the calculation of pay-back period takes a 
– 
a) common position,  
b) favourable position,  
c) cumulative position,  
d) all of these.  
Ans : b  



 

 

20. Which one is a type of value?  
a) book value,  
b) wholesale value,  
c) domestic value,  
d) firm value.  
Ans : a  
21. Super profit method is used to calculate which type of value?  
a) Plant and machinery,  
b) Goodwill,  
c) Shares,  
d) Book-debts. 
Ans : b  
22. What is the advantages of ‘NPV method’?  
a) This method considers the entire economic life of the project, 
b) It takes into account the objectives of maximum profitability, 
c) This method can be applied where cash inflows are even, d) 
d) All of the above.  
Ans : d  
23. Which factor determines capital structure?  
a) Risk,  
b) Cost of capital,  
c) Trading on equity,  
d) all of the above.  
Ans : d  
24. Total Assets – Total Liabilities is equal to –  
a) Net assets,  
b) Net worth,  
c) Net depreciation,  
d) NPV.  
Ans : a  
25. The proposal is rejected in case the profitability index is –  
a) less than one,  
b) less than zero,  
c) less than two,  
d) less than five.  
Ans : a  
26. The proposal accepted if the profitability index is more than –  
a) one,  
b) two,  
c) zero,  
d) three.  
Ans : a  
27. The ownership capital of Joint Stock Companies is divided into – 



 

 

 
a) equity shares,  
b) bonds,  
c) debentures,  
d) loans and preference shares.  
Ans : a  
28. Which factor determines dividend policy?  
a) debt repayment,  
b) stability of income,  
c) public opinion,  
d) all of these.  
Ans : d  
29. Current assets less current liabilities is equal to –  
a) working capital,  
b) reserve,  
c) goodwill,  
d) all of these.  
Ans : a  
30. Capital budgeting is related to –  
a) long-term planning,  
b) short-term funding,  
c) profit making,  
d) dividend policy.  
Ans : a  
31. Dividends are the ………….. of a company distributed amongst members in 
proportion to their shares.  
a) assets with cash and bank,  
b) reserve,  
c) divisible profits,  
d) indivisible profits.  
Ans : c  
32. Capital budgeting process involves –  
a) evaluation of various proposals,  
b) screening the proposals, 
c) identification of investment proposals,  
d) all of the above.  
Ans : d  
33. The payment of dividend is not compulsory on –  
a) equity share capital and preference share capital,  
b) bonds,  
c) debentures, 
d) share capital.  
Ans : d  
34. Capital budgeting is also known as –  



 

 

a) cost of capital,  
b) capital expenditure,  
c) cost of sales,  
d) profit.  
Ans : b 
35. Which ratio explains that how much portion of earning is distributed in 
the form of dividend?  
a) Dividend per share ratio,  
b) Pay-out ration,  
c) Earning yield ratio,  
d) Equity capital ratio.  
Ans : b  
36. When did Capital Redemption Reserve Account opened?  
a) al the time of equity repayment,  
b) at the time of preference share redemption, 
c) at the time of reserve,  
d) at the time in operating a business.  
Ans : b  
37. Capital budgeting is also known as –  
a) planning capital expenditure,  
b) capital expenditure decisions, 
c) investment decision making,  
d) all of the above.  
Ans : d  
38. Which method of capital budgeting is called cash benefit ratio?  
a) pay-back period,  
b) net present value, 
c) pay-out period,  
d) profitability index number.  
Ans : d  
39. Which one is the method of capital budgeting? 
a) NPV method,  
b) ROR method,  
c) Pay-back period,  
d) all of these.  
Ans : d  
40. Preference shares are – 
a) less risky,  
b) more flexible and more risky,  
c) costly,  
d) non-redeemable.  
Ans : a  
41. Cost of capital is helpful in corporative analysis of various –  
a) source of finance,  



 

 

b) source of services, 
c) source of material,  
d) source of man-power.  
Ans : a  
42. The cost of debt capital is calculated on the basis of – 
a) net proceeds,  
b) annual interest,  
c) capital,  
d) annual deprecation.  
Ans : a  
43. Reserve is a / an – 
a) additional part of profit,  
b) additional loss,  
c) liability,  
d) cost.  
Ans : a  
44. Cost of depreciation fund is computed as –  
a) long term loan capital,  
b) dividend,  
c) short-term loan capital ,  
d) profit.  
Ans : a  
45. After declaration dividends are paid to the shareholders as per the 
provision of – 
a) Indian Companies Act,  
b) RBI Act,  
c) SEBI Act,  
d) Indian Contract Act.  
Ans : c 
46. Which one is the determinant of dividend policy? 
a) working capital management,  
b) liquidity position,  
c) legal requirement,  
d) all of the above.  
Ans : d  
47. Which one is the form of dividend? 
a) cash dividend,  
b) bond dividend,  
c) stock dividend,  
d) all of these.  
Ans : d  
48. Dividend is the portion of – 
a) current assets,  
b) debt,  
c) net worth of the company,  



 

 

d) profit of the company.  
Ans : d  
49. The Gordon’s model of dividend policy is based on the fact that –  
a) the firm has perpetual life,  
b) r and K of the firm remain unchanged,  
c) the firm only uses retained earnings for financing its investment of 
dividend, 
d) all of the above.  
Ans : d  
50. Factoring is a – 
a) financial planning,  
b) production planning,  
c) costing,  
d) new financial service.  
Ans : d 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

UNIT-11   INTERNATIONAL BUSINESS 
1. The rst phase of globalization started around 1870 and ended with ….. 
a. The World War I 
b. The World War II 
c. The Establishment of GATT 
d. In 1913 when GDP was High 
Ans: a 
2. IBRD (International Bank for Reconstruction and Development) also 
known as 
a. Exim Bank 
b. World Bank 
c. International Monetary fund 
d. International Bank 
Ans: b 
3. Ultimately ………………was replaced by the …………….on 1st Jan 1995 
a. GATS, WTO 
b. WTO, GATT 
c. GATT, WTO 
d. IMF, GATT 
Answer: c 
4. Which is the right sequence of a stages of Internationalization 
a. Domestic, Transnational, Global, International, Multinational 
b. Domestic, International, Multinational, Global, Transnational 
c. Domestic, Multinatinal, International, Transnational, Global 
d. Domestic, Internatinal, Transnational, Multinational, Global 
Answer: b 
5. Subsidiaries consider regional environment for policy  / Strategy 
formulation is known as 
a. Polycentric Approach 
b. Regiocentric Approach 
c. Ethnocentric Approach 
d. Geocentric  Approach 
Answer: b 
6. According to this theory the holdings of  a country’s treasure primarily in 
the form of gold constituted its wealth. 
a. Gold Theory 
b. Ricardo Theory 
c. Mercantilism 
d. Hecksher Theory 
Answer:c 
7. The Theory of Absolute Cost Advantage is given by 
a. David Ricardo 
b. Adam Smith 
c. F W Taylor 
d. Ohlin and Heckscher 



 

 

Answer:b 
 
8. The Theory of Relative Factor Endowments is given by 
a. David Ricardo 
b. Adam Smith 
c. F W Taussig 
d. Ohlin and Hecksher 
Answer: d 
9. The theory of Comparative cost advantage is given by 
a. David Ricardo 
b. Adam Smith 
c. F W Taussig 
d. Ohlin and Hecksher 
Answer: a 
10. ……………is application of knowledge which redene 
the boundaries of global 
business 
a. Cultural Values 
b. Society 
c. Technology 
d. Economy 
Answer:c 
11. Capitalistic, communistic and Mixed are the types of 
a. Economic System 
b. Social System 
c. Cultural Attitudes 
d. Political System 
Answer:a 
12. Which is not an Indian Multinational Company? 
a. Unilever     
b. Asian Paints 
c. Piramal 
d. Wipro 
Answer: a 
13. Globalization refers to: 
a)  Lower incomes worldwide 
b) Less foreign trade and investment 
c) Global warming and their eects 
d) A more integrated and interdependent world 
Answer: d 
14. Which of the following is not a force in the Porter Five Forces model? 
a. Buyers 
b. Suppliers 
c. Complementary products     
d. Industry rivalry 
Answer:c 



 

 

15. Comparative Cost Trade Theory is given by 
a. Adam Smith 
b. David Ricardo 
c. Gottfried Haberler 
d. Heckscher Ohlin 
Answer: b 
16. …….is the payment method most often used in International Trade which 
oers the exporter best assurance of being paid for the products sold 
internationally. 
a. Bill of Lading 
b. Letter of Credit 
c. Open Account 
d. Drafts 
Answer: b 
17. Key controllable factors in global marketing are: 
a. Government policy and legislation 
b. social and technical changes 
c. marketing activities and plans 
d. all of the above. 
Answer: c 
18. Select example of Indian Multinational Company 
a. Hindusthan Unilever 
b. Videocon 
c. Cargill 
d. Tesco 
Answer:b 
19. …………………corporation produces in home country or in a single country 
and focuses on marketing these products globally or vice a versa. 
a. Global 
b. International 
c. Transnational 
d. None of the above 
Ans: a 
20. —————-comapny produces, markets, invests and operates across the 
world 
a. Global 
b. International 
c. Transnational 
d. Multinational 
Ans: c 
21. …..is only a legal agreementand it is not an institution, but ….. is a 
permanent institution. 
a. GATT, WTO 
b. WTO, GATT 
c.WTO, IMF 
d. IMF, GATT 



 

 

ans: a 
22. The WTO was established to implement the nal act of Uruguay Round 
agreement of …… 
a. MFA 
b. GATT 
c. TRIP’s 
d. UNO 
Ans: GATT 
23. WTO stands for 
a. World technology association 
b. World time organization 
c. World trade organization 
d. World tourism organization 
Ans: c 
24. NAFTA stands for 
a. North African trade association 
b. North American free trade agreement 
c. Northern Atlantic trade agreement 
d. Northern association for trade 
Ans: b 
25. IPR stands for 
a. Intellectual property rights 
b. International property rights 
c. Internal promotion rights 
d. Interior promotional rights 
Ans: a 
26. The main promoter of trade liberalization was 
a. GATT 
b. NAFTA 
c. CEPTA 
d. CISA 
Ans. a. GATT 
27. MNC Stands for 
a. Multi National Coopertion 
b. Multi National Corporation 
c. Multi Nation Company 
d. Multi National Collaboration 
Ans: b 
28. _______ is the 1st step in the internationalization process. 
a. License 
b. Foreign Investment 
c. Sales 
d. Export 
Answer: a 
29. SMEs stands for: 
a. Small and Medium Entrepreuners 



 

 

b. Small Management of Enterprises 
c. Small and Medium-sized Enterprises. 
d. Societies for Managing Exports 
Answer: c 
30. The OECD stands for: 
a. Organization for Economic Co-operation and Development 
b. Organization for Economic Coordination and Development 
c. Organization for Environmental Cooperation and Development. 
d. Organization for Environmental Control and Development 
Answer: a 
 
OTHER IMPORTANT MCQs OF INTERNATIONAL BUSINESS 
1. Agreement on Textile and clothing was set out as a transitional process on 
01 Jan 1995 for the ultimate removal of quotas by WTO by 01 Jan 2007. 
 
Answer: False 
 
2.The first ever set of multilateral, legally enforceable rules covering 
international trade in services is the General Agreement on Trade in services 
(GATS). 
 
Answer: True 
 
3. Trade Related Investment Measures (TRIMS) doesn’t apply for 
 
a)    Measures that affect trade in goods. 
b)    Measures that lead to restrictions on quantities. 
c)    Discouraging measures that limit a company’s imports. 
d)    Discouraging measures that limit a company’s exports. 
 
4. General Agreement on Trade in Services will not be applicable to  
 
a)    Services supplied from one country to another – cross border supply 
b)   Transaction of goods across the border – Export Import 
c)    Individuals traveling from own country to supply services in another – 
presence of natural persons. 
d)    Consumers/firms making use of a service in another country – 
consumption abroad. 
e)    Foreign company setting up subsidiary or branches to provide services in 
another country – commercial presence. 
 
5.         As a part of WTO guidelines, Agreement on Agriculture (AOA) doesn’t 
consider  
 
a)    Direct payments to farmers are permitted. 



 

 

b)   Indirect assistance and support to farmers including R & D support by 
govt. are not permitted. 
c)    Domestic policies which directly effect on production and trade have to be 
cut back. 
d)    Least developed countries do not need to make any cuts. 
 
 
6.         WTO is the only international organization dealing with the rules of 
trade between organizations. 
 
Answer: True 
 
7. The limit of holdings by Individual Foreign Institutional Investors in a 
Company has been raised from 5 to 10 % of the company’s shares, while the 
aggregate limit has been increased from 24 to 34 %. 
 
Answer: True  
  
8. Quantitative restrictions refer to limit set by countries to curb 
 
a)    Imports 
b)    Exports 
c)    Imports & exports 
d)    None of the above 
 
9. A Most Favored nation status doesn’t necessarily refer to 
a)    Same and equal economic treatment 
b)    Non-discriminatory treatment 
c)    Same tariff rates applicable 
d)   Uniform civil code 
 
10. The world trade organization was formed in the year _________ with GATT 
as it basis. 
a)    1993 
b)    1994 
c)    1995 
d)    1996 
 
11. Geocentric staffing policy ensures best qualified people at suitable 
positions irrespective of their national and cultural differences. 
Answer: True 
 
12. Basic objective of women to talk is to establish rapport and relationship 
while that of men is to maintain status and exhibit skills. 
Answer: True 
 



 

 

13. Power distance Index (PDI) of 77 compared to a world average of 56.5 for 
India indicates 
 
a)    High level of inequality of power and wealth within the society 
b)    Low level of inequality of power and wealth within the society 
c)    High level of Political corruption 
d)    Low level of Human development Index 
 
14. 2 Specific cultural dimensions that does not have a significant impact on 
cross-national business interactions is 
 
a)    Hofstede’s five cultural dimensions 
b)    Monochromatic vs polychromatic tune 
c)    Communication 
d)   Geography 
 
15. Professional culture refers to 
 
a)    Shared belief of top managers about how they should manage themselves 
and their employees 
b)   Shared code of ethics and other commonalities shared by members of a 
given group  
c)    Both (a) and (c) 
d)    None of the above 
 
16.       Theory of Comparative advantage demonstrates that mutually 
advantageous trade cannot occur when one trading partner has an absolute 
advantage. 
 
Answer: False  
 
17. Product life cycle theory states that an exporter country of a particular 
product can become an importer country during the product cycle of a 
product. 
Answer: True 
 
18. An attribute that doesn’t contribute to Porters Diamond model is 
a)    Government 
b)   Organized Trade union 
c)    Factor Conditions 
d)    Demand Conditions 
e)    Firm strategy, structure and rivalry 
 
19. _______ theory states that, lack of resources often helps countries to 
become competitive    
a)    Competitive theory 



 

 

b)    Porters Diamond Model 
c)    Theory of Mercantilism 
d)   Product life cycle theory 
e)    None of the above 
 
20. Theory of Mercantilism propagates 
a)    Encourage exports and imports 
b)   Encourage exports and discourage imports 
c)    Discourage exports and imports 
d)    Discourage exports and encourage imports 
21. An international acquisition is a cross-border investment in which a foreign 
investor acquires an established local firm and makes the acquired local firm a 
subsidiary business within its global portfolio. 
Answer: True 
 
22. Backward vertical FDI occurs when an MNE enters a host country to 
produce intermediaries that are intended to use as inputs in the host country. 
Answer: False 
 
23. Identify a factor that doesn’t play an important role in attracting FDI 
a)    Laws, rule sand regulations 
b)    Administrative procedures and efficiency 
c)    Cost of resources 
d)    Infrastructure related factors 
e)    Language 
 
24. B2B sector specific policy of Indian Government is 
a)    FDI up to 100% subject to condition that they invest 26 % in favor of 
Indian Public within 5 yrs 
b)    FDI up to 100% 
c)    FDI up to 100% subject to condition that they invest 26 % in favor of Indian 
Public within 10 yrs 
d)    FDI up to 49% 
 
25. The country that attracts the largest FDI inflow is 
a)            India 
b)           China 
c)            USA 
d)            Brazil 
 
26. The term economies of scale refer to the reductions in cost achieved by 
producing a large volume of the product. 
Answer: True 
 
27. Multi-domestic firms extensive customize both their product offering and 
marketing strategy to suit domestic home market only. 



 

 

Answer: False 
 
28. Firm that operates internationally is able to 
a)    earn a greater return from their skills and core competencies 
b)    realize location economies where they can be performed most efficiently 
c)    realize greater experience curve economies, which reduces the cost of 
production 
d)   All the above 
 
29. General electric follows ___________ as its international operational 
strategy 
a)    Global 
b)    International 
c)    Multi-domestic 
d)   Transnational 
 
30. Factor of Interdependence in Multi-domestic strategy is 
a)    Low 
b)    Moderate 
c)    High 
d)    Very High 
            
31. Contractual agreements as global market entry involve a transfer of 
trademarks or human skills. 
Answer: True 
 
32. When one company acquires another, the one acquired becomes a 
subsidiary of the acquiring company. 
Answer: True 
 
33. In 90’s the global management perception was based on   
a)    Standardization v/s adaptation 
b)    Globalization v/s localization 
c)    Global integration v/s Local Responsiveness 
d)    Local responsiveness 
 
34. Which of the following is an advantage of turnkey projects? 
a)    Can earn a return on knowledge asset 
b)    Will not create a competitor 
c)    Tight control of operations 
d)    All the above 
 
35. The agreement signed by Ranbaxy Laboratory and Bayer AG of Germany in 
the year 1999 is an example of  
a)    Subsidiary 
b)    Joint venture 



 

 

c)    Strategic International Alliance 
d)    License agreement 
36. The sales contract is to be prepared only on stamp paper.            
Answer: False 
 
37. The risk of direct exporting is relatively lower since the investments are 
also lesser. 
Answer: False 
 
 38. CISF pricing includes the following 
a)    Commission is paid to the agent involved in the transaction 
b)    Cost of the goods exported 
c)    Freight & Insurance charges for the goods exported 
d)   All of the above 
 
39. When the transaction is of high value, complex In nature and more 
technical __________ method of the export sales contract is used. 
a)    Performa invoice 
b)    Purchase order 
c)    Sales contact 
d)    None of the above 
 
40. Which one of the following is a method for an exporter to get a contract 
a)    Proforma invoice 
b)    Purchase order 
c)    Sales contract 
d)   All the above 
 
41. ARE 1 is the form for removal of excisable goods from the factory premises 
for export purposes 
Answer: True 
 
42. Transit credit is the credit which can be opened by small countries whose 
credits may not be readily acceptable in another country.  
Answer: True 
 
43. Credits transferable by original beneficiary in favor of secondary 
beneficiary are known as 
a)    Deferred credits 
b)    Transit credits 
c)    Installment credits 
d)    Transferable credits 
 
44. When the exporter, expects the importer, to make the payment 
immediately upon the draft being presented to him is called. 
a)    Sight Draft. 



 

 

b)    Usance Draft 
c)    Demand draft 
d)    Pay Note 
 
45. The basic objective of export Promotion Council is to promote and develop 
the Exports of the 
a)    Particular products of country 
b)    Only attractive projects of the country 
c)    Only services industry products of the country. 
d)   Overall exports of the country. 
 
MOST IMPORTANT MCQs 
Question 1:- The theory of Comparative cost advantage is given by          
a)   Porter                        
b)   Adam Smith                        
c)   Varnoon                        
d)   D.Richardo                        
 
Question 2:- Trade Related Investment Measures (TRIMS) doesn’t apply for       
a)   Measures that lead to restrictions in quantities.                        
b)   Discouraging measures that limit a company’s imports                        
c)   Discouraging measures that limit a company’s exports.                        
d)   ALL OF THE ABOVE                        
 
Question 3:- As a part of WTO guidelines, Agreement on Agriculture (AOA) 
doesn’t consider      
a)   Direct payments to farmers are permitted.                        
b)   Indirect assistance and support to farmers including R & D support by 
govt. are not permitted                        
c)   Domestic policies which directly effect on production and trade have to be 
cut back.                        
d)   Least developed countries do not need to make any cuts.                        
 
Question 4:- A Most Favored nation status doesn’t necessarily refers to                
a)   Same and Equal Treatment                        
b)   Non-discriminatory Treatment                        
c)   Same tariff rates applicable                        
d)   Uniform civil code                        
 
Question 5:- Power distance Index (PDI) of 77 compared to a world average of 
56.5 for India indicates    
a)   High level of inequality of power and wealth within the society                        
b)   Normal Power and Wealth                        
c)   High level of political corruption                        
d)   Low level of Human Development Index                        
 



 

 

Question 6:- Identify a factor that doesn’t play an important role in attracting 
FDI             
a)   Language                        
b)   Laws, rules and regulations                        
c)   Cost of resources                        
d)   Infrastructure related factors                        
 
Question 7:- Factor of Interdependence in Multi-domestic strategy is     
a)   LOW                        
b)   MODERATE                        
c)   HIGH                        
d)   VERY HIGH                        
 
Question 8:- The first phase of globalization started around 1870 and ended 
with …         
a)   The World War I                        
b)   The World War II                        
c)   The Establishment of GATT                        
d)   In 1913 when GDP was high                        
 
Question 9:- An attribute that doesn’t contribute to Porters Diamond model is  
a)   Government                        
b)   Organized Trade union                        
c)   Factor Conditions                        
d)   Demand Conditions                        
 
Question 10:- Which of these is a characteristic of multinational corporations>    
a)   At least one -third directors are foreign nationals                        
b)   The company does 40% of its business in foreign markets                        
c)   The overseas markets are larger than the domestic market                        
d)   The affiliates are responsive tio a number of important environmental 
forces                        
 
Question 11:- According to this theory the holdings of a country’s treasure 
primarily in the form of gold constituted its wealth. 
a)   Gold Theory                        
b)   Ricardo Theory                        
c)   Mercantilism                        
d)   H .O. THEORY                        
 
Question 12:- The Theory of Absolute Cost Advantage is given by             
a)   Adam smith                        
b)   D. Richardo                        
c)   Raymond Varnoon                        
d)   Porter                        
 



 

 

Question 13:- The Theory of Relative Factor Endowments is given by      
a)   Ohilin-Hecksher                        
b)   FY Taylor                        
c)   Richardo                        
d)   Porter                        
 
Question 14:- …………… is application of knowledge which redefine the 
boundaries of global business      
a)   Cultural Values                        
b)   Society                        
c)   Technology                        
d)   Economy                        
 
Question 15:- Capitalistic, communistic and mixed are the types of           
a)   Economic system                        
b)   Political system                        
c)   Social System                        
d)   Cultural Attitudes                        
 
Question 16:- General Agreement on Trade in Services will not be applicable to 
a)   Services supplied from one country to another – cross border supply                        
b)   Transaction of goods across the border – Export Import                        
c)   Individuals traveling from own country to supply services in another – 
presence of natural persons.                        
d)   Consumers/firms making use of a service in another country – 
consumption abroad                        
 
Question 17:- Quantitative restrictions refer to limit set by countries to curb        
a)   Imports                        
b)   Exports                        
c)   Imports and Exports                         
d)   All of the above                        
 
Question 18:- India is an 
a)   Emerging economy                        
b)   Developed economy                         
c)   Less developed economy                        
d)   None of these                        
 
Question 19:- The world trade organization was formed in the year _________ 
with GATT as it basis.     
a)   1992                        
b)   1993                        
c)   1995                        
d)   1994                        
 



 

 

Question 20:- ________theory states that, lack of resources often helps 
countries to become competitive         
a)   Competitive theory                        
b)   Porters Diamond Model                        
c)   Theory of Mercantilism                        
d)   Product life cycle theory                        
 
Question 21:- Theory of Mercantilism propagates             
a)   Encourage imports and exports                         
b)   Encourage exports and discourage imports                        
c)   Discourage imports                        
d)   None of these                        
 
Question 22:- The country that attract the largest FDI inflow is    
a)   USA                         
b)   INDIA                        
c)   CHINA                        
d)   BRAZIL                        
 
Question 23:- General electric follows ___________ as its international 
operational strategy      
a)   GLOBAL                        
b)   TRANSNATIONAL                        
c)   INTERNATIONAL                        
d)   MULTI-DOMESTIC                        
 
Question 24:- Typically the last step in the internationalization process is:              
a)   Licensing                        
b)   Exporting                        
c)   Wholly owned subsidiaries                        
d)   Foreign Direct Investment                        
 
Question 25:- Which of the following is an advantage of turnkey projects?           
a)   Can earn a return on knowledge asset                        
b)   Will not create a competitor                        
c)   Tight control of operations                        
d)   All the above                        
 
Question 26:- Which of these is/are the characteristic of a licensing agreement  
a)   The licensor might provide access to some of its patents or trademarks                        
b)   The licensor might provide access to technology                        
c)   It might be used to avoid the risks of foreign involvement                        
d)   All of the above                        
 
Question 27:- IBRD (International Bank for Reconstruction and Development) 
also known as       



 

 

a)   EXIM Bank                        
b)   World Bank                         
c)   IMF                        
d)   International Financial Bank                        
 
Question 28:- Ultimately ……………… was replaced by the …………….on 1st Jan 
1995               
a)   GATT/WTO                        
b)   GATS/IMF                         
c)   WTO/WORLD BANK                        
d)   WORLD BANK/WIPO                        
 
Question 29:- Which is the right sequence of a stages of Internationalization       
a)   Domestic, Transnational, Global, International, Multinational                         
b)   Domestic, International, Multinational, Global, Transnational                        
c)   Domestic, Multinational, International, Transnational, Global                        
d)   Domestic, International, Transnational, Multinational, Global                        
 
Question 30:- Subsidiaries consider regional environment for policy / Strategy 
formulation is known as  
a)   Polycentric Approach                        
b)   Regiocentric Approach                        
c)   Ethnocentric Approach                        
d)   Geocentric Approach 
 

EXPECTED MCQs 

INTERNATIONAL BUSINESS 
 

1.. The Bretton wood twins consist s of IMF and --------- 
 
a) World Bank  
(b) ADB  
(c) IDBI  
(d) ICICI  
Ans : a  
2.IMF commenced its operation in the year  
a) 1948  
(b) 1950  
(c) 1947  
(d) 1952  
Ans : c  
3. The number of institutions included in the World Bank Group is  
(a) 5  
(b) 4  



 

 

(c)9  
(d) 7  
Ans : a  
4. Business is becoming more global because –  
a) transportation is quicker,  
b) communication enable control from a far, 
c) transportation and communications costs are more conductive for 
international operations, 
d) all of these.  
Ans : d  
5. Accounting is a function of International business –  
a) true,  
b) false,  
c) can’t say,  
d) partial  
Ans : a  
6. ----- was the International reserve created by IMF to solve the problem of 
international liquidity  
(a) SDR  
(b ) APR  
(c ) SDC  
(d) None of these  
Ans : a  
7. How many currencies are linked with SDR? 
a) 9  
(b) 7  
c ) 6  
(d) 5  
Ans : d  
8. IBRD (International Bank for Reconstruction and Development) also known 
as –  
a) Exim Bank,  
b) World Bank,  
c) International Monetary Fund,  
d) International Bank  
Ans : b  
9. Ultimately _______________ was replaced by the ______________ on 1st 
Jan 1995  
a) GATS, WTO;  
b) WTO, GATT; 
c) GATT, WTO;  
d) IMF, GATT  
Ans : c  



 

 

10. The theory of Absolute Cost Advantage is given by –  
a) David Ricardo,  
b) Adam Smith, 
c) F. W. Taylor,  
d) Ohlin &Heckscher  
Ans : b  
11. The theory of Relative Factor Endownments is given by –  
a) David Ricardo,  
b) Adam Smith, 
c) F. W. Taussig,  
d) Ohlin & Heckscher  
Ans : d  
12. The theory of Comparative cost advantage is given by –  
a) David Ricardo,  
b) Adam Smith, 
c) F. W. Taussig,  
d) Ohlin & Hecksher  
Ans : a  
13. Comparative Cost Trade theory is given by – 
a) Adam Smith,  
b) David Ricardo,  
c) Gottfried Haberler,  
d) Heckscher Ohlin.  
Ans : b  
14. _____________ is the payment method most often used in International 
Trade which offers the exporter best assurance of being paid for the products 
sold internationally.  
a) Bill of Lading,  
b) Letter of Credit, 
c) Open Account,  
d) Drafts.  
Ans : b  
15. __________ is only a legal agreement and it is not an institution, but 
______________ is a permanent institution.  
a) GATT, WTO;  
b) WTO, GATT;  
c) WTO, IMF;  
d) IMF, GATT.  
Ans : a  
16. The WTO was established to implement the final act of Uruguay Round 
agreement of –  
a) MFA,  
b) GATT,  
c) TRIP’s,  



 

 

d) UNO.  
Ans : b  
17. WTO stands for –  
a) World Technology Association,  
b) World Time Organization, 
c) World Trade Organization,  
d) World Tourism Organization.  
Ans : c  
18. NAFTA stands for –  
a) North African Trade Association,  
b) North American Free Trade Agreement, 
c) Northern Atlantic Trade Agreement,  
d) Northern Association for Trade.  
Ans : b  
19. World Trade Organization provides –  
a) rule based multilateral trading system,  
b) equity and social justice to the people, 
c) rule based regional trading system,  
d) all of the above.  
Ans : a  
20.Sick enterprise is referred to 
a) CII,  
b) RBI,  
c) SIDBI,  
d) BIFR.  
Ans : d  
21.Foreign exchange reserve includes – 
a) gold stock,  
b) iron,  
c) fruit,  
d) all of the above.  
Ans : a  
22. The balance of payment is an ………………… system. 
a) accounting,  
b) social,  
c) environmental,  
d) tourist.  
Ans : a  
23. Which section is not of balance of payment?  
a) current account,  
b) capital account,  
c) official reserve account,  
d) loss account.  
Ans : d  



 

 

24. Which is not part of the current account?  
a) merchandise exports,  
b) merchandise imports, 
c) capital accounts,  
d) all of the above.  
Ans : c 
25. Official reserves are composed of gold, SDRs, and ……………..exchange.  
a) convertible foreign,  
b) non-convertible foreign, 
c) semi-convertible foreign,  
d) all of these.  
Ans : a  
26. Which of the following is not the items of capital account?  
a) external assistance,  
b) disbursements, 
c) NRI deposits,  
d) official transfers.  
Ans : d  
27. Which conference gives the birth to the ‘International Monetary Fund’? 
 
a) Bretton-woods,  
b) Congress,  
c) LIBOR,  
d) TIDA.  
Ans: a  
28. Which of the following is the objective of IMF?  
a) encouragement to international monetary co-operation,  
b) encouragement to international trade,  
c) stability of exchange rate,  
d) all of these. 

Ans. 
28. Which country can take the membership of IMF?  
a) a developed country,  
b) a developing country, 
c) only India,  
d) any county who follow the rule of IMF. 
Ans : d  
29. The term multinational corporation is also commonly used in the 
international arena and often is a synonym for – 
a) the multinational enterprise,  
b) the multinational corporation,  
c) the transnational company, 
d) none of these.  
Ans : a  



 

 

30.A direct investment is one that gives the investor a controlling interest in a 
company –  
a) foreign company,  
b) domestic company, 
c) multinational company,  
d) none of these.  
Ans : a  
32. ‘Open Market Operation’ is a part of –  
a) Income policy,  
b) Fiscal policy, 
c) Credit policy,  
d) WTO.  
Ans: c  
33. Which of the following is not Export Development Centres –  
a) Agra – Leather Shoes,  
b) Meerut – Sport goods, 
c) Khurja – Clay Pots,  
d) Jaipur – Gold.  
Ans : d  
34. First Export Promotion Zone (EPZ) in private sector was established at – 
a) Kandla,  
b) Vishakhapatnam,  
c) Noida,  
d) Surat.  
Ans : d  



 

 

  


