
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 A contraction in supply occurs when

A. Demand shifts out wards
B. The supply curve shifts inwards
C. The quantity supplied falls when
the price falls
D. The supply curve shifts outwards

2 An increase in the marginal propensity to consume will

A. Increase the size of the multiplier
B. Increase the marginal propensity
to save
C. Decrease national income
D. Reduce injections into the
economy

3 What does the phrases "there is no such thing as a free lunch'mean"

A. Individuals must always pay
money for the food the eat.
B. No restaurant wner will provide
food to patrons unless they pay her
C. Restaurant owners act selfishly
D. Consumption of any good
requires that other goods be given
up

4 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

5 Unfair competition does not include
A. Price cutting
B. predatory pricing
C. Cartels
D. Price fixing

6 A multinational busniess

A. Sells products abroad
B. Produces in more than one
country
C. Imports from abroad
D. Sells only domestically

7 Which of the following is not one of the basic economic questions.
A. What is produce
B. Who to produce for
C. How to produce
D. How to maximize economic growth

8 Which of the following can the government not use directly to control the economy.

A. Pay rates within the privates
sector
B. Pay rates in the public sector
C. Investment in education
D. Benefits available for the un
employed and sick

9 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

10 As the MPS increases, the multiplier will

A. Increase
B. Either increase or decrease
depending on the size of the change
in investment
C. Remain constant
D. Decrease

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

A. Demand is income elastic



12 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

13 Firms in perfect competition face a
A. Perfectly elastic demand curve
B. Perfectly inelastic demand curve
C. Perfectly elastic supply curve
D. Perfectly inelastic supply curve

14 If the exchange rate is above the equilibrium level.

A. There is excess demand and teh
exchange rate will fall
B. There is excess supply and the
exchange rate will fall
C. There is excess demand and the
exchange rate will rise
D. There is excess supply and the
exchange rate will rise

15 What makes economics scientific.

A. It tests theories against
observations and modifies the
theories if needed.
B. It uses numbers to measure things
C. It involves the use of experiments
D. It is a description of how thing
work

16 An increase in aggregate demand will have most effect on prices if.

A. Aggregate supply is price inelastic
B. Aggregate supply is price elastic
C. Aggregate supply has a unitary
price elasticity
D. Aggregate demand is price
inelastic

17 If the price in a market is fixed by the government above equilibrium.
A. There is excess equilibrium
B. There is excess supply
C. There is excess demand
D. There is equilibrium

18 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

19 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

20 The demand for a product would be more inelastic.

A. The greater is the time under
consideration
B. The greater is the number of
substitutes available to buyers
C. The less expensive is the product
in relation to incomes
D. all of the above.


