
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 Injection are

A. Assumed to be exogenous
B. Assumed to be a function of
national income
C. Decrease aggregate demand
D. Decrease the investment into an
economy

2 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

3 A subsidy paid to producers.
A. Shifts the supply curve
B. Shifts the demand curve
C. Leads to a contractional supply
D. Leads to an extension of supply

4 Assuming a downward sloping demand curve and upward sloping supply curve a higher
equilibrium price may be caused by.

A. An fall in demand
B. An increase in supply
C. Improvements in production
technology
D. An increase in demand

5 The price mechanism cannot.
A. Act as a signal
B. Act as an incentive
C. Act as a rationing device
D. Shift the demand curve

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

7 In a free market the combination of products produced will be determined by.

A. Market forces of supply and
demand
B. The government
C. The law
D. The public sector

8 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

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

10 In a less developed country.

A. The infrastructure is likely to be
good.
B. Real wages are likely to be high
C. Unemployment is likely to be low
D. The primary sector is likely to be
significant

11 The precautionary demand for money is
A. An idle balance
B. An active balance
C. Directly related to interest rates
D. Inversely related to income

12 In the short run firm in perfect competition will still produce provided.

A. The price covers average variable
cost
B. The price covers variable cost
C. The price covers average fixed
cost
D. The price covers fixed cost

13 The index used most often to measure inflation is the
A. Consumer price index
B. Wholesale price index
C. Student price index



13 The index used most often to measure inflation is the C. Student price index
D. Producer price index

14 Economic growth can be measured by
A. The CPI
B. The CBI
C. GDP
D. MPC

15 The agricultural price support program is an example of.
A. A price celling
B. A price floor
C. Equilibrium pricing
D. None of these

16 Capital, as economists use the term.

A. Is the money the firm spends to
hire resources
B. Is money the firm raises from
selling stock
C. Refers to the process by which
resources are transformed into
useful forms
D. Refers to things that have already
been produced that are in turn used
to produce other goods and services.

17 If one car company takes over another car company this is an example of which type of
integration.

A. Vertical
B. Horizontal
C. Conglomerate
D. Literal

18 The best describes consumer surplus.

A. The price consumers are willing to
pay for a unit
B. The cost of providing a unit.
C. The profits made by a firm
D. The difference the price a
consumer pays for an item and the
price he is willing to pay.

19 Compared to the case of perfect competition, a monopolist is more likely to

A. Charge a higher price
B. Produce a lower quantity of the
product
C. Make a greater amount of
economic profit
D. All of the above

20 If marginal revenue equals marginal cost

A. No profit is being made
B. total revenue equals total cost
C. Profits are maximized
D. Producing another unit would
increase profits


