
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 A higher GDP per capita may not mean that the quality of life has really improved because.

A. It measures wealth not income
B. It measures Gross Domestic
product
C. It does not measure the quality of
the items produced
D. it is only measured every five
years

2 Which of the following is not an argument for protectionism.

A. To protect infant industries
B. To increase the level of imports
C. To protect strategic industries
D. To improve the balance of
payments

3 "Reducing inflation is a more important objective than economic growth" is an example of.
A. Normative economics
B. Positive economics
C. Objective economics
D. Reality economics

4 If there is a price floor there will be.
A. Shortages
B. Surpluses
C. Equilibrium
D. All of these

5 Which of the following is not a way of helping developing economics.

A. Aid
B. Loans
C. Protectionism of developed
markets
D. Training and education
programmes

6 In a recession, GDP.
A. Grows negatively
B. Grows by 0%
C. Grows slowly
D. Grows rapidly

7 When internal economics of scale occur
A. Total costs fall
B. Marginal costs increase
C. Average costs fall
D. Revenue falls

8 In land intensive method which mean production is used comparativelymore
A. Labour
B. Land
C. Capital
D. Organization

9 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.

10 Economists use the term marginal utility to mean.

A. Additional satisfaction gained
divided by additional cost of the last
unit.
B. Additional satisfaction gained by
the consumption of one more unit of
a good
C. Total satisfaction gained when
consuming a given number of units.
D. The process of comparing
marginal units of all goods which
could be purchased

11 Japan's low interest rates in the mid 80's were due to.

A. High rates of domestic savings.
B. A decrease in Japan's exports
C. Increases in the U.S. deficit
D. High rates of domestic spending in
Japan



Japan

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

13 A reflationary policy
A. Increases aggregate supply
B. Increases aggregate demand
C. Decreases the price level
D. Increase full employment

14 Scarcity means that

A. We cannot have everything that
we might want
B. We have to make choices
between the things we desire.
C. There are costs to just about any
activity we undertake
D. We must give up some thing in
order to obtain other things.
E. All of the above are correct

15 Globalization is made more difficult by

A. The actions of the World Trade
Organization
B. The removal of protectionist
measures
C. Exchange rate instability
D. More free trade agreements

16 A profit maximizing firm in perfect competition produces where

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

17 Effective branding will tend to make
A. Demand mover price inelastic
B. Supply more price inelastic
C. Demand more income elastic
D. Supply more income elastic

18 If there is a price celling there will be
A. Shortages
B. Surpluses
C. Equilibrium
D. None of these

19 A profit maximizing firm will employ labour up to the point where.

A. Marginal revenue = Marginal
product
B. Margial cost = Marginal product
C. Marginal revenue product =
Average cost of labour
D. Marginal revenue product =
Marginal cost of labour

20 A supply curve that starts at the origin has

A. A price elasticity of supply greater
than one
B. A price elasticity of supply equal to
one
C. A price elasticity of supply less
than one
D. A positive price elasticity of supply


