
PPSC Economics Topic 2 Micro Economics

Sr Questions Answers Choice

1 If the price of product X falls and this change increases the demand for product Y then.
A. X and Y are complements
B. X and Y are substitutes
C. X is an inferior good
D. Y is an inferior good

2 In the short run no firm operates with a loss unless

A. Variable cost equals fixed cost
B. Variable cost falls short of fixed
cost
C. Total revenue covers variable
costs
D. Total revenue covers fixed cost

3 The price of salsa rises, How does the increase in the price of salsa affect the supply of
salsa.

A. The supply of salsa increases
B. The supply of salsa decreases
C. There is no change to either the
supply of salsa or the quantity
supplied of salsa
D. There is no change to the supply
of salsa but the quantity supplied of
salsa increases

4 A drop in the price of compact disc shifts the demand curve for prerecord tapes leftward from
that you know that compact discs and precorded tapes are.

A. Inferior goods
B. Substitutes
C. Complements
D. Normal goods

5 In substitution effect a consumer

A. Shifts away from the commodity
which price has risen
B. shifts in favor of commodity which
price has risen
C. shifts away from the commodity
which price has fallen
D. None of these

6 If the monopolist maximizes profits when marginal revenue equals marginal cost equals
average cost economic profits must be.

A. Negative
B. Positive
C. Zero
D. Either a or c

7 In the short run the competitive firm will produce if.

A. Price is equal to marginal cost
B. Price is equal to marginal revenue
C. Price is equal to total cost
D. Price is equal to are greater than
average variable cost.

8 An -increase the expected future price of a good.

A. Increases its demand
B. Decreases its demand
C. Increases its supply
D. Has no effect on either its demand
or its supply.

9 In long run equilibrium a monopolistically competitive firm will find.

A. Marginal cost below average total
cost
B. Marginal cost wqual to minimum
average total cost
C. Both a and b
D. Neither a nor b

10 Which of the following will not be a determinant of the price elasticity of demand for a
commodity.

A. The absence of substitute for the
good.
B. The presence of substitutes for
the good.
C. The importance of the commodity
in consumers budgets
D. The cost of producing the
commodity

11 If X , Y, and Z are willing to work for Rs. 4, Rs, 5, and Rs.6 respectively but N pays them Rs.
7 each, producers surplus is.

A. Rs. 4
B. Rs.7
C. Rs.5
D. Rs.6

A. Represents a physical relationship
between outputs for a specified set
of inputs
B. Indicates the least cost



12 A production function for a firm which produces a product with two or more inputs.
B. Indicates the least cost
combinations of inputs for a given
output
C. Relates revenues and costs
D. Indicates the dollar cost for each
level of ouput.

13 The average total cost of a wedge increases from Rs. 0.79 ro Rs. 0.83 Evidently

A. AFC exceeds AVC
B. MC is between Rs. 0.79 and Rs.
0.83
C. AVC is Rs. 0.83
D. MC is greater than Rs. 0.83

14 Which of the following is a characteristic of monopolistic competition.

A. One seller serving the entire
market
B. When each firm sells an identical
product
C. When firms do not compete on a
product quality price and marketing
D. When firms are free is enter and
exit the market

15 The conditions necessary for a firm to be able to price discriminate include.

A. Segment able markets
B. Difference in price elasticity of
demand among the segments
C. The inability of customers to
transfer products
D. All of the above

16 Which of the following does not apply to pareto efficiency.
A. Consumptive efficiency
B. Productional efficiency
C. Allocative efficiency
D. Equity

17 When there is a surplus in a market

A. There is downward pressure on
price
B. There is upward pressure on price
C. The market could still be in
equilibrium
D. There are too many buyers
chasing too few goods.

18 For commodities, X and Y, the possibilities are X is preferred to Y , Y is preferred to X or X
and Y are equally preferred, In indifference curve analysis, this is known as the.

A. Comparability assumption
B. Transitivity assumption
C. Non seriation assumption
D. Reflexivity assumption

19 A combination labour and capital where the cost of an output is minimized is called.
A. Optimum factor combination
B. Good combination
C. Least combination
D. Substitutes combination

20 Duopoly is a market situation when there is
A. Single seller
B. Many seller
C. Two seller
D. Few seller


