
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 An increase income will

A. Lead to a movement along the
demand curve
B. Shift the supply curve
C. Shift the demand curve
D. Lead to an extension of demand

2 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.

3 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

4 An increase in the costs of production will

A. Shift demand out wards
B. Shift demand in wards
C. Shift supply out wards so more is
supplied at each and every price all
other things unchanged.
D. Shift supply inwards

5 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

6 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

7 Which of the following is a policy instrument .as opposed to a government objective.
A. Lower interest rates
B. A better balance of trade position
C. Faster economic growth
D. Lower un employment

8 A benefit to consumers of price discrimination is that

A. Some products are produced that
would not other wise be produced
B. Producer surplus increases
C. Consumer surplus decreases
D. Firms profits increase

9 In monopolistic competition firms profit maximize where

A. Marginal revenue = average
revenue
B. Marginal revenue= Marginal cost
C. Marginal revenue= Average cost
D. Marginal revenue = Total cost

10 An increase in price all other things unchanged leads to.
A. A shift in supply out wards
B. A shift in supply in wards
C. A contraction of supply
D. An extension of supply

11 Which of the following would increase aggregate demand.
A. Increasing saving
B. Increasing import spending
C. Increasing taxation revenue
D. increased investment

12 In cartels.

A. Firms complete against each other
B. Price wars are common
C. Firms use price to win market
share from competitors



share from competitors
D. Firms collude

13 GDP plus net property income from aboard equals what.
A. GNP
B. NNP
C. Depreciation
D. Real GDP

14 All currencies other than the domestic currency of a given country are referred to as.
A. Reserve currencies
B. Neal monies
C. Foreign exchange
D. Hard currency

15 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

16 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

17 Rapid increases in the price level during periods of recession or high unemployment are
known as.

A. Slump
B. Stagnation
C. Stagflation
D. Inflation

18 To reduce cyclical unemployment the government might.

A. Increase the budget surplus
B. Increase the balance of payments
deficit
C. Reduce interest rates
D. Reduce government expenditure

19 Resources in an economy
A. Are always fixed
B. Can never decrease
C. Always increase over time
D. Are limited at any moment in time

20 According to schumpater

A. Monopolies are inefficient
B. Monopoly profits act as an
incentive for innovation
C. Monopolies are allocatively
efficient
D. Monopolies are productively
efficient


