
PPSC Economics Topic 2 Micro Economics

Sr Questions Answers Choice

1 A firm charges Rs. 800 for its unique word processor. If total revenue is Rs. 56,000 in July,
how many word processor were sold that month.

A. 70
B. 95
C. 700
D. 800

2 What is the production level for public good W, if the government uses full cost pricing.
A. Q = 2
B. Q = 5
C. Q= 4
D. Q = 6

3 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

4 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

5 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.

6 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

7 If the estimated values of Y and Py in 1987 are Rs. 30,000 and Rs. 8 respectively the
marginal revenue of X is.

A. 260 - 160 x
B. 420 - 4Qx
C. 240 - 16 Px
D. 80 - 4Qx

8 If the demand curve for a good is downward sloping then the good must be.
A. Normal
B. Inferior
C. Giffen
D. Either a or b

9 Which of the following would cause the demand curve for an input to shift.

A. A change in technology
B. A change in demand for the
product being produced
C. An increase in the number of firms
in the industry
D. All of the above

10 The supply curve of a monopolist is always.
A. More elastic
B. Less elastic
C. undefined
D. Steeper

11 If the price of an apple increased from 50 to 60 the quantity demanded will decrease
because of.

A. The substitution effect only
B. The income effect only
C. A change in income
D. The substitution and income
effects.

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

13 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



D. Industry unit costs cannot be
determined

14 In perfect competition, a seller by increasing price.
A. Sell more
B. Produce its revenue
C. Decrease cost
D. Sell nothing

15 Marginal cost is the change is cost the result from a one unit increase in.
A. Price
B. Cost
C. Output
D. Revenue

16 Goods which can be consume directly are
A. Producer goods
B. Consumer goods
C. Free goods
D. Economics goods

17 In the short run, the supply of farm commodities is.
A. Inelastic
B. Less elastic
C. More elastic
D. Undetermined

18 When oligopolistic firms interacting with one another each choose their best strategy given
the strategies chosen by other firms in the market we have.

A. A cartel
B. The perfect competitive outcome
C. The Nash equilibrium
D. Monopolistic competition

19 In a typical cartel agreement the cartel maximizes profit when it.

A. Behaves like a monopoly
B. Behaves like a perfectly
competitive firm
C. Behaves like a duopoly
D. Is flexible in enforcing production
targets

20 If the price of both goods increase by the same percent , the budget line will.
A. shift parallel to the left
B. Shift parallel to the right
C. Pivot about the x axis
D. Pivot about the Y axis


