
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 If inflationary expectations increase, the short run Phillip's curve will
A. Become vertical
B. Become up warding sloping
C. Shift to the right
D. Shift to the left

2 To reduce the supply of money the government could.
A. Reduce interest rates
B. Buy back government bonds
C. Sell government bonds
D. Encourage banks to lend

3 Economics given can be shown by

A. An inward shift of the production
possibility frontier
B. A movement down the production
possibility frontier
C. An outward shift of the production
possibility frontier
D. A movement up the production
possibility frontier

4 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

5 A study of how increase in the minimum wage rate will effect the national unemployment rate
is an example of.

A. Descriptive economics
B. Normative economics
C. Macro economics
D. Micro economics

6 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

7 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

8 In the long term a firm will produce provident the revenue covers.
A. Fixed costs
B. Variable cost
C. Total costs
D. Revenue

9 Why is the law of diminishing marginal returns true.

A. specialization and division of labor
B. Spreading the average fixed cost
C. Limited capital
D. All factors being variable in the
long run

10 In marketing "USP " Stand for
A. Unique selling proposition
B. Underlying sales pitch
C. Unit sales point
D. Under sales procedure

11 In monopoly which of the following is true.

A. There are many buyers and
sellers
B. There is one main buyers
C. There is one main seller
D. The actions of one firm do not
affect the market price and quantity.

12 Prices that do not always adjust rapidly to maintain equality between quantity supplied and
quantity demanded are.

A. Market prices
B. Sticky prices
C. Fixed prices
D. Regulatory prices

13 The accelerator assumes.

A. The marginal propensity to
consume is constant
B. The economy is at full employment
C. There is a constant relationship



13 The accelerator assumes. C. There is a constant relationship
between net investment and the rate
of change of output
D. The multiplier is constant

14 Lower interest rates are likely to.
A. Decrease consumption
B. Increase cost of borrowing
C. Encourage saving
D. Increase spending

15 Nationalization occurs when

A. The government bans a product
B. The government takes control of
an industry
C. the government taxes a product to
a raise the price.
D. The government taxes a product
to a raise its price.

16 To be allocatively efficient ta firm must produce where

A. the total cost equals demand
B. the average revenue equals the
marginal revenue
C. The price equals the average cost
D. The price equals the marginal
cost

17 An increase in price all other, things unchanged leads to.
A. Shift demand outwards
B. Shift demand inward
C. A contraction of demand
D. An extension of demand

18 If the fprice in a market is fixed by the government below equilibrium.
A. There is excess equilibrium
B. There is excess supply
C. There is excess demand
D. There is equilibrium

19 Supply is likely to be more price elastic.

A. In the short run rather than the
long run
B. If factors of production are
relatively immobile between
industries.
C. If there are very few producers
D. If it is easy to expand output

20 Any combination of products inside the production possibility frontier is
A. Allocatively inefficient
B. X inefficient
C. Consumer inefficient
D. Productively inefficient


