
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 Which of the following is a policy instrument .as opposed to a government objective.
A. Lower interest rates
B. A better balance of trade position
C. Faster economic growth
D. Lower un employment

2 If a maximum price is set below equilibrium there will be.
A. A price fall
B. A price increase
C. Excess supply
D. Excess demand

3 The resources in the economy do not include.
A. Demand
B. Land
C. Labor
D. Capital

4 Demand pull inflation may be caused by

A. An increase in costs
B. A reduction in interest rate
C. A reduction in government
spending
D. An outward shift in aggregate
supply

5 A significant increase in the government budget deficit is likely to.

A. Reduce injections into the
economy
B. Reduce national income
C. Move the economy away from full
employment
D. Boost aggregate demand

6 The Philips curve shows the relationship between inflation and what?
A. The balance of trade
B. The rate of growth in an economy
C. The rate of price increases
D. Un employment

7 In perfect competition.

A. the products firm offer are very
similar
B. Products are heavily differentiated
C. A few firms dominate the market
D. Consumers have limited
information

8 If the price elasticity of demand for a product in market A is -0.2 and in market B is -3 a price
discriminator will charge.

A. The higher price in market A
B. The higher price in market B
C. The same price in both markets
D. There are many sellers

9 Finding a partner to work with abroad is called a.
A. Takeover
B. Merger
C. Acquisition
D. Joint venture

10 If the price elasticity is -0.3 this means.

A. Demand is upward sloping
B. Demand is price elastic
C. A price fall would increase
revenue
D. Demand is price inelastic

11 In a Boom

A. Surpluses are likely to occur
B. Prices are likely to fall
C. supply will increase immediately to
match demand
D. Shortages may occur

12 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

13 Human wants are
A. Always fixed
B. Limited
C. Unlimited
D. Likely to decrease over time

A. A high average age



14 Less Developed countries lend to have
A. A high average age
B. A slow population growth rate
C. High life expectancy
D. A low literacy rate

15 A deflationary policy could include
A. Increasing injections
B. Reducing taxation rates
C. Reducing interest rates
D. Reducing government spending

16 Investment is an out stable element of aggregate demand because is depends heavily on.
A. Government policy
B. Expectations
C. National income
D. Historic trends

17 Which of the following is not involved with fiscal policy.
A. Income tax
B. National insurance
C. VAT
D. Interest rates

18 Earning from primary products are often unstable because.

A. Demand is price elastic
B. Supply is price elastic
C. Supply conditions are relatively
stable
D. Supply conditions are unstable

19 A welfare less occurs in monopoly where

A. The price in greater than the
marginal cost
B. The price is greater than the
marginal benefit
C. The price is greater than the
average revenue
D. Has the right to investigate
monopolies and will assess each one
on its own mertis

20 In a less developed country.

A. The infrastructure is likely to be
good.
B. Real wages are likely to be high
C. Unemployment is likely to be low
D. The primary sector is likely to be
significant


