
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 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

2 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

3 Which of the following is not likely to be a government objective.
A. Increasing employment
B. Increasing economic growth
C. Increasing government spending
D. Increasing the level of exports

4 Which of the following is not one of the basic economic questions.
A. What is produce
B. Who to produce for
C. How to produce
D. How to maximize economic growth

5 Sales taxes are generally considered to be.
A. Proportional taxes
B. Regressive taxes
C. Progressive taxes
D. Indirect taxes

6 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

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

8 Which of the following rights be a scarce good.
A. Love
B. faith
C. Self control
D. All of above

9 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

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

11 In perfect competation.

A. The price equals the marginal
revenue
B. The price equals the average
variable cost
C. The fixed cost equals the variable
costs
D. The price equals the total costs

12 Game theory

A. Firm are assumed to act
independently
B. Firms are assumed to cooperate
with each other
C. Firm collude as part of a cartel
D. Firms consider the actions of
others before deciding what to do.

13 In perfect price discrimination
A. Consumer surplus is maximized
B. Produce surplus is zero
C. Community surplus is maximized
D. Consumer surplus is zero

A. the average propensity to
consume gets nearer in value to the



14 As income increases.

consume gets nearer in value to the
marginal propensity to consume
B. the average propensity to
consume diverges in value from the
marginal propensity to consume
C. the average propensity to
consume falls
D. The averge propensity to
consume always approaches 0

15 A public good

A. Is provided by the government
B. Is free
C. Has the properties of being non
excludable and non diminishable
D. Has external costs

16 When marginal revenue equals marginal cost

A. Total revenue equal total cost
B. There is the biggest positive
difference between total revenue and
total cost
C. there is the biggest negative
difference between total revenue and
total cost.
D. Profits are zero

17 Demand for a normal product may shift outwards if.
A. Price decreases
B. The price fo a substitute falls
C. the price of a complement rises
D. Income falls

18 Free trade is based on the principle of
A. Comparative advantage
B. Comparative scale
C. Economics of advantage
D. Production possibility advantage

19 Which of the following is not an obvious or direct determinant of a country's imports.
A. Real exchange rate
B. Income
C. Tariff rates
D. Interest rate

20 Which of the following is the government most likely to subsidies.
A. Negative externalities
B. Positive externalities
C. Monopolies
D. O ligopojies


