
PPSC Economics Topic 2 Micro Economics

Sr Questions Answers Choice

1 Some goods are not closely related to each other and are neither substitutes nor
complements for such goods the cross price elasticity of demand would be.

A. Positive
B. Negative
C. Zero
D. Cannot tell without more
information

2 Immediately after a through we would expect to have al
A. Peak
B. Recession
C. Recovery
D. Another trough

3 A normal good can be defined as one which consumers purchase more of as.
A. Price fall
B. Price rise
C. Income fall
D. Incomes increase

4 In case of complimentary goods, if the price of one commodity falls there will be.

A. Rise in demand of other
commodity
B. Fall in demand of other commodity
C. Fall is demand of both
commodities
D. Nor charge

5 Because a monopoly hires workers up to the point where their marginal revenue product
equals the wage rate the monopoly will.

A. Pay less than the going wage rate
B. Pay a wage equal to the value of
the marginal product of labor
C. Pay less than the value of the
marginal product of labor
D. Pay workers what they are worth
to society

6
As disposable income increases from Rs. 1500 to 2000 , saving increases from minus Rs. 50
to Rs.250 if the relationship between disposable income and saving is linear, the MPC
obviously has a value of.

A. .6
B. .8
C. .4
D. .2

7 Naveed purchases product M for which his income elasticity of demand is negative
Apparently product M is.

A. A necessity
B. An independent good
C. An inferior good
D. A luxury good

8
Projects A,B,C,D,E cost Rs. 100, Rs, 200, Rs. 300, Rs. 400, and Rs. 500 with MEC's of 0.07,
0.06,0.09 ,0.10 and 0.11 respectively. The market rate of interest is 8% Total investment
spending is

A. Rs. 1500
B. Rs.1300
C. Rs.1200
D. Rs.300

9 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

10 Economists tend to disagree primarily about.

A. The implications of scarcity for our
economy
B. Which resources are free
C. Topics in positive economics
D. Issues of normative economics

11 If both supply and demand for a good increase at the same time which of the following must
also increase

A. The equilibrium price
B. The use of substitutes
C. The equilibrium quantity
D. All of the above

12 MC = MR= AR=AC = Price shows the longs run
A. Monopolist firm
B. Oligopolistic firm
C. Competitive firm
D. Both a and b

13
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



14 In order to practice price discrimination which of the following is needed.
A. Some degree of monopoly power
B. An ability to separate the market
C. An ability to prevent reselling
D. All of the above

15 Given the above demand and supply equations for widgets, the equilibrium price and
quantity is.

A. P = Rs. 20, Q = 60
B. PO = Rs. 60, Q, = 20
C. P Rs. 35, Q = 45
D. P - Rs. 12, Q = 88

16 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

17 The marginal rate of substitution of two goods can be obtain from
A. Slope of budget line
B. Slope of demand curve
C. Slope of indifference curve
D. None of these

18 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

19 If the price of factor A is Rs.8.00 per hour, and its marginal product is 10 units, and the price
of factor B is Rs. 5.00 and its marginal product is 9, is the producer is likely to.

A. Hire more of A and less of B
B. Hire more of B and less of A
C. Start paying factor A more
D. Try to use factor B more
productively

20 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


