
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 An independent assessment of the impact of firm's activities on society is called a.
A. Financial audit
B. Balance sheet
C. Profit and uses account
D. Social audit

2 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

3 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

4 Market is called father of economics
A. Marshall
B. Robbins
C. Keynes
D. Friedman

5 Which of the following is a normative statement in economics.

A. More spending by the government
reduces poverty
B. Higher taxes lead to less desire to
work
C. the UK Economy is growing fast
relative to other European Union
members
D. The Government should
concentrate on reducing
unemployment

6 Assuming a downward sloping demand curve and upward sloping supply curve a higher
equilibrium price may be caused by.

A. An fall in demand
B. An increase in supply
C. Improvements in production
technology
D. An increase in demand

7 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

8 The law of diminishing returns states that as more of a variable factor is added to a certain
amount of a fixed factor beyond some point.

A. Total Physical product begins to
fall
B. The marginal physical product
rises
C. The marginal physical product
falls
D. The average physical product
falls.

9 A demand switching policy could be.
A. Higher interest rates
B. Higher income tax
C. Traiffs
D. Reduced government spending

10 If there is a price celling which of the following is NOT likely to occur.

A. Rationing by first come first served
B. Black markets
C. Gray markets
D. Sellers providing goods for free
that were formerly not free

11 To adjust from gross National Product to Net National Product
A. Deduct deprecation
B. Deduct indirect taxes
C. Deduct subsidies
D. Add inflation

12 Which of the following rights be a scarce good.
A. Love
B. faith
C. Self control
D. All of above



13 What lies is at the heart of the allocation of goods and services in a free market economy.

A. Concerns of equity or equal
distribution among individuals.
B. The order or command of the
ruling government or dictator
C. The wishes of consumers in the
market
D. The price mechanism

14 Which of the following is not an argument for protectionism.

A. To protect infant industries
B. To increase the level of imports
C. To protect strategic industries
D. To improve the balance of
payments

15 An increase in aggregate demand is more likely to lead to demand pull inflation if.

A. Aggregate supply is perfectly
elastic
B. Aggregate supply is perfectly
inelastic
C. Aggregate supply is unit elastic
D. Aggregate supply is relatively
elastic

16 Which of the following best defines price discrimination.

A. Charging different prices on the
basis of race
B. Charging different prices for
goods with different costs of
production
C. Charging different prices based
on cost of service differences.
D. Selling a certain product of given
quality and cost per unit at different
prices to different buyers

17 The concept of "Interdependence of markets" can refer to the interdependence between.
A. Two or more factor markets
B. Goods and factor markets
C. Goods markets
D. All of the above

18 If input price adjusted very slowly to output prices, the Phillip's curve would be.
A. Downward sloping
B. Vertical or nearly vertical
C. Upward sloping
D. Horizontal or nearly horizontal

19 Nationalization occurs when

A. The government bans a product
B. The government takes control of
an industry
C. the government taxes a product to
a raise the price.
D. The government taxes a product
to a raise its price.

20 In a command economy

A. The price mechanism acts as an
incentive
B. Resources are allocated by
market forces
C. Individual firms make decisions for
themselves about what to produce
and how to produce it.
D. The public sector is large


