
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 Exchange rates that are determined by the unregulated forces of supply and demand are.
A. Floating exchange rates
B. Pegged exchange rates
C. Fixed exchange rate
D. Managed exchange rates

2 In economics we ofthe say that a particular event will occur "as long as other things stay the
same. " The conduction that other thing saty the same is also called.

A. Ceteris paribus
B. Marginal decision making
C. Incentives
D. Secondary effects

3 Demand for primary products is likely to be
A. Very sensitive to price
B. Price elastic
C. Unit elastic
D. Income inelastic

4 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

5 If marginal utility is zero.

A. Total utility is zero
B. An additional unit of consumption
will decrease total utility
C. An additional unit of consumption
will increase total utility
D. Total utility is maximized

6 An expansionist fiscal policy could include

A. Lower interest rates
B. Increased lending by the banks
C. An increase in corporation tax
D. An increase in discretionary
government spending

7 The socially optimal rate of growth is

A. Zero
B. Negative
C. Where the marginal social benefit
the marginal social cost
D. total social costs are minimized

8 If the marginal revenue is positive

A. Selling another unit will increase
total revenue
B. Selling another unit will increase
profits
C. Selling another unit will increase
cost
D. Selling another unit will increase
average revenue

9 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

10 If there is cyclical unemployment in the economy the government might.
A. Increase interest rates
B. Encourage savings
C. Cut taxes
D. Reduce government spending

11 A movement along the supply curve may be caused by

A. A change in technology
B. A change in the number of
producers
C. A shift in demand
D. A change in costs

12 Normal profit occurs when

A. Average revenue equals average
variable cost
B. Marginal revenue equals marginal
cost
C. Average revenue equals marginal
cost
D. Average revenue equals average
cost



cost

13 Ordinal measurement approach was not presented by
A. Allen
B. Hicks
C. Edge worth
D. Robbins

14 Macro economics deals with

A. Only the decisions made by
individuals and their results.
B. Only the decisions made by
businesses and their results.
C. Mostly large scale decisions made
by countries and governments, and
their results.
D. Only the decisions made by
individuals but not the results.

15 An increase in consumption at any given level of income is likely to lead to.
A. a fall in savings
B. An increase in exports
C. A fall in taxation revenue
D. A decrease in import spending

16 Investment depend mainly on.
A. Past levels of income
B. Future expected profits
C. Present national income levels
D. Historic data

17 In the long term a firm will produce provident the revenue covers.
A. Fixed costs
B. Variable cost
C. Total costs
D. Revenue

18 A subsidy paid to producers.
A. Shifts the supply curve
B. Shifts the demand curve
C. Leads to a contractional supply
D. Leads to an extension of supply

19 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

20 Which of the following is true.

A. If the marginal cost is greater than
the average cost the average cost
fallls.
B. If the marginal cost is greater than
the average cost the average cost
increases.
C. If the marginal cost is positive total
costs are maximized
D. If the marginal cost is negatives
total costs increase at a decreasing
rate if output increases


