
PPSC Economics Topic 2 Micro Economics

Sr Questions Answers Choice

1 A production function for a firm which produces a product with two or more inputs.

A. Represents a physical relationship
between outputs for a specified set of
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.

2 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

3 Company A estimates the price elasticity of demand for its products.3.0 The price of the
product is Rs. 15. If MC = 2+40, the profit maximizing level of output.

A. 4 units
B. 2 umits
C. 5 units
D. 3 units

4 If the prices 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 abut the Y axis

5
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

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

7 Which of the following is not a basic assumption of perfect competition.
A. Free entry and exit
B. Many small sellers and buyers
C. Perfect information
D. Short run

8 In order to constitute an oligopolistic market structure.

A. There must be a few firms in a
given relevant market
B. There must be a few firms selling
in a national market
C. There must be more than 20 firms
selling in the international market
D. There must be fewer than 15 firm
is any given market

9 Which of the following does not represent a barrier to entry into a market.
A. Import quotas
B. patent laws
C. Government franchleses
D. Anti trust legislation

10 When the price of a pizza decreased from 1200 Rupees to 1000 Rupees, it is definitely the
case that the.

A. Income effect means people buy
less pizza
B. Substitution effect means people
buy more pizza
C. Quantity demanded of pizza will
not change
D. None of the above

11 The ABC corporation.

A. Is earning a pure economic profit
B. Should produce zero units of
output
C. Is sustaining an economic loss
D. Is breaking even

12 "Treating an individual as typical of a group" in the definition of.
A. Pure discrimination human capital
B. Statistical discrimination
C. Human capital
D. Specific skills

A. Identical to its long run marginal
cost line



13 A firm's long run average total cost lineis

cost line
B. Also its long run supply curve
C. In fact the average total cost curve
of the optimal plant
D. Tangent to all the curve of short
run average total cost

14 Which of the following explains why demand curves slope downward.

A. Prices and income
B. substitutes and complements
C. Resources and technology
D. Substitution effect and income
effect

15 If a monopolist faces a downward sloping market demand curve its.

A. Average revenue is always less
than marginal revenue
B. Marginal revenue is greeter than
the price of the units it sells.
C. Average revenue is less than the
price of its product.
D. Marginal revenue is always less
than the price of the units it sells

16 The demand curve for labor for a monopolist when other inputs are fixed is equal to its

A. Marginal value product curve
B. Marginal revenue product curve
C. Horizontal summation of the firms
demand curve at different output
prices
D. Marginal physical product curve

17 Average fixed cost

A. Is U shaped
B. Declines over the entire output
range.
C. Is a long run concept only
D. Is influenced by diminishing
returns to production

18 Law of variable proportion is also called.
A. Law of non proportion returns
B. Law of substitution
C. Law of casts
D. Law of demand

19 If the production function is Q = 8 KL the marginal rate of technical substitution of labor for
capital is.

A. 8
B. K/L
C. L/K
D. B/KL

20 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


