
PPSC Economics Topic 2 Micro Economics

Sr Questions Answers Choice

1 in monopolistic competition the firms desire to sell more output at the equilibrium because.
A. Price is more than marginal cost
B. Price is less than marginal cost
C. Price is less than average cost
D. Price more than average cost

2
When the price of an inferior goods falls ceteris paribus the substitution effect leads to
________ in the quantity purchased and the income effect leads to _______ in the quantity
purchased.

A. An increase an increase
B. An increase, a decrease
C. A decrease, an increase
D. A decrease, a decrease

3 The monopolization of the competitive market results in a deadweight loss to society of
A. RSJK
B. JKL
C. THJ
D. RSJL

4 The income effect of a price change

A. Is always positive
B. Is always negative
C. May be positive or negative
D. Is associated with a change in
nominal income

5 In the short run if price falls the firm will respond by

A. Shutting down
B. Equating average variable cost to
marginal revenue
C. Reducing output along its
marginal cost curve as long as
marginal revenue exceed average
variable cost
D. None of the above

6 Which of the following does not characterize monopolistic competition.
A. Product differentiation
B. Many producers
C. Absence of advertising
D. Some control over price

7 In the long run a profit maximizing firm will choose to exit a market when

A. Fixed costs exceed total costs
B. Total revenue from production is
less than total costs
C. Average fixed cost is rising.
D. Marginal cost exceeds marginal
revenue at the current level of
production.

8 When the demand curve is vertical its shows that the demand is.
A. Less elastic
B. Very high elastic
C. Elastic
D. Perfectly inelastic

9 Firm A's margin of safety is.
A. 0.10
B. 0.40
C. 0.20
D. 0.30

10 Which of the following is correct with respect to the Paasche index.

A. The consumer Price index is an
example of the Paasche index.
B. The Paasche index is biased
upward
C. The Passche index always
exceeds 1
D. The Paasche index uses given
period quantities

11 A firm's total revenue is Rs. 4,500 when it sells 15 pairs of boots compared to Rs. 4,480
when it sells 14 pairs,. The marginal revenue of the 15th pair of boots is.

A. Rs.20
B. Rs.320
C. Rs. 4,480
D. Rs.300

12 A monopolist will discontinue production if

A. Marginal revenue is less than
marginal cost
B. Marginal revenue is less than
average total cost
C. Marginal revenue is less the
average fixed cost
D. Price is less than average variable
cost



13 A typical demand curve cannot be
A. Rising upwards to the right
B. A straight line
C. Concave to origin
D. Convex to origin

14 Which of the following concepts represents the extra revenue a firm neceives from the
services of an additional unit of a factor of production.

A. Total revenue
B. Marginal physical product
C. Marginal revenues product
D. Marginal revenue

15 If an increase in the price of gasoline increases the demand for gas hybrid cars, then

A. Hybrid cars are an inferior good
B. Gasoline and hybrid cars are
complements in consumption
C. Gasoline is an inferior good
D. Gasoline and hybrid cars are
substitutes in consumption

16 The classical are of the view that utility can be.
A. Ranked
B. Counted
C. Expressed in numbers
D. Not counted

17 An economy that falls to realize all of its p9otential gains from specialization is.

A. Achieving productive efficiency
B. Operating outside its production
possibilities curve
C. Operating on its production
possibilities curve in an inefficient
manner
D. Operating inside its production
possibility curve

18 In contract to perfectly competitive markets monopolists

A. Do no have to worry about market
demand
B. Sell only if demand is inelastic
C. Can never incur an economic loss
D. Can earn an economic profit
indefinitely

19 Indifference curve theory is old wine in new labeled bottle is said by.
A. Marshall
B. Griffin
C. Ricardo
D. Allen

20 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


