
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 Which of the following is an injection into the economy.
A. Investment
B. Saving
C. Taxation
D. Import spending

2 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

3 Game theory

A. Firm are assumed to act
independently
B. Firms are assumed to cooperate
with each other
C. Firm collude as part of a cartel
D. Firms consider the actions of
others before deciding what to do.

4 Horizontal integration may lead to internal economics of scale. Which of the following is not a
type of internal economy of scale.

A. Purchasing
B. Technical
C. Financial
D. Safety

5 In order to maximize profits a monopoly company will produce that quantity at which the.

A. Marginal revenue equals average
total cost
B. Price equals marginal revenue
C. Marginal revenue equals marginal
cost
D. total revenue equals total cost

6 In monopoly which of the following is true.

A. There are many buyers and
sellers
B. There is one main buyers
C. There is one main seller
D. The actions of one firm do not
affect the market price and quantity.

7 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

8 When supply increases in an agricultural market famer's earnings might fall because.

A. Supply is price elastic
B. Demand is price inelastic
C. the government buys up all the
excess production
D. All output must be sold at a
maximum price

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 Lower interest rates are likely to.
A. Decrease consumption
B. Increase cost of borrowing
C. Encourage saving
D. Increase spending

11 What is the effect of imposing a fixed per unit tax on a good on its equilibrium price and
quantity.

A. Price falls, quantity rises
B. Price rises, quantity falls
C. Both price and quantity fall
D. Both price and quantity rise

12 To maximize sales revenue a firm should produce where

A. Marginal cost is zero
B. Marginal revenue is maximized
C. Marginal revenue is zero
D. Marginal revenue equals marginal
cost

A. Revenue - Fixed costs



13 Profit is measured by
A. Revenue - Fixed costs
B. Fixed cost + revenue
C. Revenue - sales
D. Revenues - total costs

14 Why does it make sense in assume that people are rational, if you want to predict their
behavior.

A. People are not guided by
emotions when making decisions
B. People wheo act in the way that
best gets them what they want will
tend to repeat that behavior, and will
tend to learn from mistakes that they
do make
C. People never make mistakes, and
tend to make the correct choices all
of the time
D. People always logically figure out
what to do.

15 Demand for a normal product may shift outwards if.
A. Price decreases
B. The price fo a substitute falls
C. the price of a complement rises
D. Income falls

16 If an increase in investment leads to a bigger increase in national income this is called the.
A. Accelerator
B. Aggregate demand
C. Monetarism
D. Multiplier

17 Aggregate demand refers to the total demand for all domestically produced goods and
services in an economy generated from.

A. The household and government
sectors
B. The household sector
C. All sectors except the rest of the
world
D. All sectors including the rest of the
world.

18 The goal of a pure market economy is to best meet the desires of.
A. Consumers
B. Companies
C. Workers
D. The government

19 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

20 Occupational immobility of labour occurs if.

A. People lack information
B. People do not want to work
C. People do not have the right skills
to work
D. People cannot afford to move
location


