
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 If injections are greater than withdrawals.

A. National income will increase
B. National income will decrease
C. National income will stay in
equilibrium
D. Price will fall

2 In monopoly in long run equilibrium.

A. The firm is productively effieient
B. The firm is allocatively inefficient
C. The firm produces where marginal
cost is less than marginal revenue
D. The firm produces at the sociality
optimal level

3 A model of game theory of oligopoly is known as the
A. Prisoner's dilemma
B. Monopoly cell
C. Jailhouse sentence
D. Jury box

4 A study of how increase in the minimum wage rate will effect the national unemployment rate
is an example of.

A. Descriptive economics
B. Normative economics
C. Macro economics
D. Micro economics

5 An outward shift in the marginal efficacy of capital should.
A. Decrease consumption
B. Increase aggregate demand
C. Reduce aggregate supply
D. Slow economic growth

6 Demand for labour is more likely to be wage inelastic if.

A. Wages are a small proportion of
total costs
B. Demand for the final product is
price elastic
C. It is easy to replace labour
D. Capital is a good substitute
forlabour

7 Japan's low interest rates in the mid 80's were due to.

A. High rates of domestic savings.
B. A decrease in Japan's exports
C. Increases in the U.S. deficit
D. High rates of domestic spending in
Japan

8 An increase in the marginal propensity to consume will

A. Increase the size of the multiplier
B. Increase the marginal propensity
to save
C. Decrease national income
D. Reduce injections into the
economy

9 In a recession, GDP.
A. Grows negatively
B. Grows by 0%
C. Grows slowly
D. Grows rapidly

10 A contraction in supply occurs when

A. Demand shifts out wards
B. The supply curve shifts inwards
C. The quantity supplied falls when
the price falls
D. The supply curve shifts outwards

11 A scarce good.

A. Does not exist
B. Is a good that can only be
purchased with money
C. Is a good that can never be
purchased with money
D. Is a good that is available in
limited quantities, but is desired in
greater quantities.

12 In pure monopoly what is the relation between the price and teh marginal revenue.

A. The price is greater than the
marginal revenue
B. The price is les than the marginal
revenue
C. There is no relation
D. They are equal



13 Economic theory assumes that people

A. Act in greedy and selfish ways,
without regard for the welfare of
others.
B. Act without regard for their own
interests.
C. Are not motivated by self interest
D. Are motivated by self interest but
still might be concerned for the
welfare of others.

14 In perfect competation.

A. The price equals the marginal
revenue
B. The price equals the average
variable cost
C. The fixed cost equals the variable
costs
D. The price equals the total costs

15 When internal economics of scale occur
A. Total costs fall
B. Marginal costs increase
C. Average costs fall
D. Revenue falls

16 Labour productivity measures.
A. The output per worker
B. The output per machine
C. Total output
D. Marginal output

17 Rapid increases in the price level during periods of recession or high unemployment are
known as.

A. Slump
B. Stagnation
C. Stagflation
D. Inflation

18 In the long run in perfect competition

A. Price = average= cost = marginal
cost
B. Price = average cost = total cost
C. The price covers fixed cost
D. total revenue = total variable cost

19 The hypothesis that people know the true model of the economy and that they use this
model and al available information to form their expectations of the future is the

A. Relational expectations
hypothesis.
B. Active expectations hypothesis
C. Static expectations hypothesis
D. Adeptive expectations hypothesis

20 To reduce cyclical unemployment the government might.

A. Increase the budget surplus
B. Increase the balance of payments
deficit
C. Reduce interest rates
D. Reduce government expenditure


