
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 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

2 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

3 A model of game theory of oligopoly is known as the
A. Prisoner's dilemma
B. Monopoly cell
C. Jailhouse sentence
D. Jury box

4 Which of the following best describes the selling of a production license to another firm.

A. Hands over all rights to its
products
B. Sells its products abroad
C. Sells the right to produce to
another business
D. Sells the business to another
business

5 Resources in an economy
A. Are always fixed
B. Can never decrease
C. Always increase over time
D. Are limited at any moment in time

6 A study of how increase in the minimum wage rate will effect the national unemployment rate
is an example of.

A. Descriptive economics
B. Normative economics
C. Macro economics
D. Micro economics

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

8 Price equal to.
A. Total revenue -quantity
B. Total revenue/quantity sold
C. total quantity sold * quantity sold
D. Total revenue/total cost

9 If a few firms dominate an industry the market is known as.
A. Monopolistic competition
B. Competitively monopolistic
C. Duopoly
D. Oligopoly

10 Which of the following is not likely to be a government objective.
A. Increasing employment
B. Increasing economic growth
C. Increasing government spending
D. Increasing the level of exports

11 In perfect competation.

A. The price equals the marginal
revenue
B. The price equals the average
variable cost
C. The fixed cost equals the variable
costs
D. The price equals the total costs

12 According to classical models the level of employment is determined primarily by

A. Interest rates
B. The level of prices
C. The level of aggregate supply in
the economy
D. The level of aggregate demand
for goods and services

13 Which of the following is a determinant of consumption.

A. Expectations about future prices
B. Level of indebtedness of
consumers
C. The price level



C. The price level
D. All of the above

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

15 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

16 The public sector includes.

A. Investors owning companies
B. Government ownership of assets
C. Market forces of supply and
demand
D. All trade via barter

17 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

18 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

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

20 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


