
PPSC Economics Topic 2 Micro Economics

Sr Questions Answers Choice

1 The firm under monopolistic competition is likely to produce less and set a higher price than
under perfect competition because.

A. The firm faces decreasing returns
to scale
B. The firm faces increasing costs
C. The firm must incur selling
expenses including advertising.
D. The firm faces a downward
sloping demand curve

2 For a competitive firm the demand curve

A. A horizontal
B. Coincides with the marginal
revenue curve
C. Coincides with the average
revenue curve
D. All of the above

3 change in quantity demanded

A. Downward shift of demand curve
B. Movement on the same demand
curve
C. Downward shift
D. None of these

4 The most important determinant of price elasticity is.
A. The slope of the demand curve
B. The availability of substitutes
C. The price of other goods
D. The income of the consumer

5 Which of the following is a characteristic of monopolistic competition.

A. One seller serving the entire
market
B. When each firm sells an identical
product
C. When firms do not compete on a
product quality price and marketing
D. When firms are free is enter and
exit the market

6 Indifference curve has following characteristics except.
A. Convex to origin
B. Intersect each other
C. Not necessary to be parallel
D. None of these

7 The competitive firm maximizes its profit by operating where
A. Average costs are at a minimum
B. Total revenue is at a maximum
C. Profit per unit is at a maximum
D. Marginal cost equals price

8 Holding all other things constant a higher price for ski lift tickets would.

A. Increase the number of skiers
B. Increase the price of skis
C. Decrease the number of skis sold
D. Decrease the demand for other
winter recreational activities

9 If A, B, C and D are any four market baskets, and if the consumer has ranked them so that D
is preferred to C, A is hot preferred to B, and B is not preferred to c then.

A. A is preferred to C
B. A is preferred to D
C. B is preferred to D
D. D is preferred to A

10 A linear homogenous production function would reveal.

A. Constant returns to scale
B. Increasing returns to scale
C. Decreasing return to scale
D. Doubling all inputs would more
than double output

11 The price of Ketchup at a market increases by 12.5% per can, which results in a decrease in
quantity purchased by 40% per week, the demand is.

A. Relatively elastic
B. Relatively inelastic
C. Perfectly elastic
D. Perfectly iinelastic

12 If the income elasticity of demand is +4

A. The good is an inferior good
B. The good is an inelastic normal
good
C. The good is an elastic normal
good
D. the good is an elastic inferior
good

A. Vertical



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

14 Last week, Martha spend one day cleaning a house for this she was paid $50 The rest of the
week, she spend looking for a job Martha would be callsified as.

A. Employed
B. Unemployed
C. Not in the labor force
D. None of these

15 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

16 As long as the principle of diminishing marginal utility is operating any increased
consumption of good.

A. Lowers total utility
B. Produces negative total utility
C. Lower marginal utility and
therefore total utility
D. Lowers marginal utility, but may
raise total utility.

17 Law of demand is not applicable on
A. Daily goods
B. Scarce goods
C. Consumer goods
D. Producer goods

18 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

19
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

20 The demand for labor will be more elastic if

A. There are few substitutes for labor
B. There is a shor time under
consideration
C. Labor is a large percent of the
total cost of production
D. The demand for the product is
relatively inelastic


