
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 An increase in aggregate demand will have most effect on prices if.

A. Aggregate supply is price inelastic
B. Aggregate supply is price elastic
C. Aggregate supply has a unitary
price elasticity
D. Aggregate demand is price
inelastic

2 The difference between gross investment and net investment is.
A. Depreciation
B. Acceleration
C. Deceleration
D. Capital investment

3 Which of the following is necessary for a natural monopoly.

A. Economies of scale
B. A high proportion of the total cost
is the cost of capital goods
C. The market is very small
D. All of the above

4 Laboratory experiments cannot be performed in economics because.

A. Of resource scarcity
B. Economics is a natural science
C. Of the difficulty of distinguishing
between normative and positive
statements.
D. Economics is a social science

5 An increase in costs will

A. Shift aggregate demand
B. Shift aggregate supply
C. Reduce the natural rate of
unemployment
D. Increases the productivity of
employees

6 To maximize sales revenue a firm should produce where

A. Marginal cost is zero
B. Marginal revenue is maximized
C. Marginal revenue is zero
D. Marginal revenue equals marginal
cost

7 If firm earn normal profits.

A. They will aim to leave the industry
B. Other firms will join the industry
C. The revenue equals total costs
D. No profit is made in accounting
terms

8 An increase in price all other, things unchanged leads to.
A. Shift demand outwards
B. Shift demand inward
C. A contraction of demand
D. An extension of demand

9 The public sector includes.

A. Investors owning companies
B. Government ownership of assets
C. Market forces of supply and
demand
D. All trade via barter

10 In perfect price discrimination
A. Consumer surplus is maximized
B. Produce surplus is zero
C. Community surplus is maximized
D. Consumer surplus is zero

11 The index used most often to measure inflation is the
A. Consumer price index
B. Wholesale price index
C. Student price index
D. Producer price index

12 A multinational busniess

A. Sells products abroad
B. Produces in more than one
country
C. Imports from abroad
D. Sells only domestically

13 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



D. total revenue = total variable cost

14 The profit per scale is a measure of.
A. Profit
B. Profitability
C. Feasibility
D. Realism

15 If marginal cost is positive and falling.

A. Total cost is falling
B. Total cost is increasing at a falling
rate
C. Total cost is falling at a falling rate
D. Total cost is increasing at an
increasing rate.

16 Economics given can be shown by

A. An inward shift of the production
possibility frontier
B. A movement down the production
possibility frontier
C. An outward shift of the production
possibility frontier
D. A movement up the production
possibility frontier

17 A public good will

A. Be underprovided in the free
market
B. Be overprovided in the free market
C. Not be provided in the free market
D. Has no opportunity cost

18 When referring to economic growth we normally refer to.

A. Growth in actual real per capita
output
B. Growth in potential real per capita
output
C. Growth in actual nominal per
capita output
D. Growth in potential real per capita
output

19 The bowed shape of the production possibilities curve illustrtres.

A. The law of increasing marginal
cost
B. the production in inefficient
C. That production is inattainable
D. The demand is relatively inelastic

20 If the price in a market is fixed by the government above equilibrium.
A. There is excess equilibrium
B. There is excess supply
C. There is excess demand
D. There is equilibrium


