
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 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

2 If a maximum price is set below equilibrium there will be.
A. A price fall
B. A price increase
C. Excess supply
D. Excess demand

3 In perfect competition.

A. the products firm offer are very
similar
B. Products are heavily differentiated
C. A few firms dominate the market
D. Consumers have limited
information

4 An increase in interest rates.

A. Is likely to reduce savings
B. Is likely to reduce the external
value of the currency
C. Leads to a shift in the MEC
schedule
D. Leads to a movement along the
MEC schedule

5 The bowed shape of the production possibilities curve illustrtres.

A. The law of increasing marginal
cost
B. the production in inefficient
C. That production is inattainable
D. The demand is relatively inelastic

6 In a recession
A. Unemployment is likely to be low
B. prices are likely to increase
C. Growth is negative
D. Growth is slow

7 If the economy grows the government's budget position will automatically
A. Worsen
B. Improve
C. Stay the same
D. Increase with inflaction

8 The hypothesis that people know the true model of the economy and that they use this
model and al available information to form their expectations of the future is the

A. Relational expectations
hypothesis.
B. Active expectations hypothesis
C. Static expectations hypothesis
D. Adeptive expectations hypothesis

9 Firm in oligopoly are likely to.
A. Invest heavily in branding
B. Act independently of other firms
C. Try to differentiate its products
D. Try to be a price maker

10 Laboratory experiments cannot be performed in economics because.

A. Of resource scarcity
B. Economics is a natural science
C. Of the difficulty of distinguishing
between normative and positive
statements.
D. Economics is a social science

11 An increase in demand for a product should.

A. Increase equilibrium price and
quantity.
B. Decrease equilibrium price and
quantity.
C. Increase equilibrium price and
decrease quantity.
D. Decrease equilibrium price and
increase quantity.

A. Additional satisfaction gained
divided by additional cost of the last
unit.
B. Additional satisfaction gained by
the consumption of one more unit of



12 Economists use the term marginal utility to mean.
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

13 For equilibrium in an open four sector economy

A. Actual injections = actual
withdrawals
B. Planned injections = Planned
withdrawals
C. Savings = investment
D. Government spending = tax
revenue

14 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

15 "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

16 Government policies that focus on increasing production rather than demand are called.
A. Fiscal policies
B. Monetary policies
C. Incomes policies
D. Supply side policies

17 An increase in national income is.

A. Likely to increase exports
B. Likely to decrease savings
C. Likely to decrease investment
D. Likely to increase spending on
imports

18 Demand pull inflation may be caused by

A. An increase in costs
B. A reduction in interest rate
C. A reduction in government
spending
D. An outward shift in aggregate
supply

19 An increase in investment is most likely to be caused by.

A. Lower interest rates
B. Lower national income
C. A decreasing the marginal
propensity to consume
D. An increase in with drywalls.

20 A public good will

A. Be underprovided in the free
market
B. Be overprovided in the free market
C. Not be provided in the free market
D. Has no opportunity cost


