
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 According to the law of diminishing utility.

A. Utility is at a maximum with the first
unit
B. Increasing units of consumption
increase the marginal utility
C. Marginal product will fall as more
units are consumed
D. Total utility will rise at a falling rate
as more units are consumed

2 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

3 Developing economics usually have

A. Low GDP per captia
B. Low CPI
C. Large balance of payments
surpluses
D. Large budget surpluses

4 If labour productivity per week is 200 units and there are 5 employees what is the total
output.

A. 40 units
B. 195 units
C. 1000 units
D. 200 units

5 Less demand in the economy may increase unemployment this may lead to less spending
which may reduce demand further This is called.

A. The upward accelerator
B. The downward multiplier
C. The upward PPF
D. The downward MPC

6 Equilibrium in the market for good A obtains.

A. When there is no surplus or
shortage prevailing in the market
B. Where the demand and supply
curves for A intersect
C. When all of what is produced of A
is consumed
D. All of the above

7 Say's law states that

A. Supply creates its own demand
B. Demand creates its own supply
C. There is no such things as a free
lunch
D. Macro economics policy activism
is essential to ensure full
employment.

8 If economics when we say that people are rational, we mean that they.

A. Never make mistakes
B. Try to get what they desire as best
they can, given the limitations they
face.
C. Logically figure out what to do
D. Behave in a random unpredictable
manner

9 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

10 The marginal Revenue product is.

A. Upward sloping due to the law of
demand
B. Upward sloping due to the law of
marginal utility
C. Downward sloping due to the law
of diminishing returns.
D. Downward sloping due to the law
of supply

11 An increase in price all other things unchanged leads to.
A. A shift in supply out wards
B. A shift in supply in wards
C. A contraction of supply
D. An extension of supply

A. Patents



12 Barriers to entry do not include
A. Patents
B. Internal economics of scale
C. Mobility of resources
D. High investment costs

13 Increased levels of spending on imports

A. shift aggregate supply to the right
B. Shift aggregate supply to the left
C. Shift aggregate demand to the
right
D. Shift aggregate demand to the left

14 An increase in demand for a product should.

A. Increase equilibrium price and
quantity.
B. Decrease equilibrium price and
quantity.
C. Increase equilibrium price and
decrease quantity.
D. Decrease equilibrium price and
increase quantity.

15 Which of the following can the government not use directly to control the economy.

A. Pay rates within the privates
sector
B. Pay rates in the public sector
C. Investment in education
D. Benefits available for the un
employed and sick

16 The precautionary demand for money is
A. An idle balance
B. An active balance
C. Directly related to interest rates
D. Inversely related to income

17 A reduction in the money supply is likely to
A. Reduce interest rates
B. Increase the interest rate
C. Increase inflation
D. Decrease deflation

18 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

19 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

20 Open market operations occur when the government.

A. Reduces the interest rate
B. Buys and sells bonds and
securities
C. Increases taxation
D. Increases the exchange rate


