
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 Which of the following is the government most likely to subsidies.
A. Negative externalities
B. Positive externalities
C. Monopolies
D. O ligopojies

2 The price mechanism does not act as a
A. Signal
B. Incentive
C. Rationing device
D. Indicator of income

3 If demand is price inelastic.

A. An increase in price must raise
profits
B. An increase in price decreases
revenue
C. An increase in price increase
revenue
D. A decrease in price reduces
sales.

4 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

5 Over time the price of primary products tends to fall because.
A. Demand is income elastic
B. Supply is income elastic
C. Of outward shifts in supply
D. Demand is price elastic

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

7 A public good

A. Is provided by the government
B. Is free
C. Has the properties of being non
excludable and non diminishable
D. Has external costs

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 Which of the following is a determinant of consumption.

A. Expectations about future prices
B. Level of indebtedness of
consumers
C. The price level
D. All of the above

10 If the price was fixed below the equilibrium price there would be.
A. Excess supply
B. Excess demand
C. Equilibrium
D. Down ward pressure on prices

11 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

12 "Income inequality can be high in the free market and should be reduce ".This is an example
of what.?

A. Judicial economic statement.
B. Positive economic statement
C. Formative economic statement
D. Normative economic statement

13 In monopolistic competition firms profit maximize where
A. Marginal revenue = average
revenue
B. Marginal revenue= Marginal cost
C. Marginal revenue= Average cost
D. Marginal revenue = Total cost

14 Which of the following is a characteristic of pure monopoly.
A. one seller of the product
B. Low barriers to entry
C. Close substitute products



14 Which of the following is a characteristic of pure monopoly. C. Close substitute products
D. Perfect information

15 The free market involves

A. The free provision of products
B. The subsidizing of products by the
government
C. Market forces of supply and
demand
D. All trade via barter

16 The first level of output at which the long run average costs are minimized is called.
A. The minimum Efficient Scale
B. The minimum External scale
C. The Maximum External scale
D. The maximum Effective scale.

17 Increase un employment benefits and less incentive to work would.

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

18 Why might a country resist globalization.

A. Greater choice of final products
B. Greater choice of supplies
C. Greater competition for domestic
firms
D. More markets to sell to

19 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

20 Improved training of employees would.

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


