
PPSC Economics Topic 2 Micro Economics

Sr Questions Answers Choice

1 The arc income elasticity of demand is approximately
A. 0.02
B. 1.9
C. 3.3
D. 0.5

2 In perfect competition a firm is.
A. Price taker
B. Price setter
C. Independent
D. Dependent

3
Suppose taht an exise tax is imposed on the monopolist's product if the monopolist's
marginal cost is horizontally the relevant range, which of the following statements must be
true.

A. The price will increase by an
amount less than the tax
B. The price will increase by an
amount equal to the tax
C. The price will increase by a
amount greater than tax
D. The price may either increase or
decrease

4 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.

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

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

7 Indifference curve is alwyas.
A. Vertical
B. Horizontal
C. Concave
D. Convex

8 A monopsony is

A. The scale supplier of an input
B. The scale supplier of an output
C. The sole buyer of some type of
input
D. A unionized industry

9 The elasticity of demand for cigarettes by a non smoker is.
A. Unitary price elastic
B. Relatively price elastic
C. Perfectly price elastic
D. Perfectly price inelastic

10
if a consumer is purchasing only two commodities X and Y , and the marginal utility per dollar
of Y is greater than the marginal utility per dollar of X to maximize total utility with the limited
income the consumer should buy.

A. .Less of both commodities
B. .More of both commodities
C. More of Y.
D. None of the above

11 An exceptional demand curve is.
A. Vertical
B. Horizontal
C. Downward sloping
D. Positive slope

12 In Production of goods and services tradeoffs exist becasue.

A. Buyers and sellers often negotiate
prices
B. Society has only a limited amount
of productive resources
C. Not all production is efficient
D. Human wants and needs are
limited at a particular point in time

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

A. Equal to zero
B. infinite



14 When the demand curve is a straight line the elasticity of demand at the center point will be. B. infinite
C. More than one
D. Equal to one

15 Extension and contraction of demand mean

A. Movement on the same demand
curve
B. Movement to high demand curve
C. Movement to lower demand curve
D. Movement to another demand
curve

16 Firms entering a perfectly competitive market will cause the price of the product to

A. Decrease
B. Increase
C. Remain constant
D. Respond more to consumer
demand than supply

17 The supply curve of a perfectly competitive firm

A. Includes the upward sloping
portion of the marginal cost
B. Is equal to entire margin cost
C. Includes the downward sloping
portion of marginal cost
D. None of these

18 In an industry with a falling long term supply curve, which of the following is true.

A. Industry unit cost are constant
B. Industry unit costs are decreasing
C. Industry unit costs are increasing
D. Industry unit costs cannot be
determined

19 In monopsony there is
A. Single seller
B. Two buyers
C. Single buyer
D. Few buyer

20 The arc elasticity formula is used to estimate elasticity when

A. The product is thought to be
inelastic
B. The product is thought to be
elastic
C. The demand function is known
D. There are two observations of
price and quantity


