
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 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

2 The marginal propensity to consume in a less Developed Country is likely to be.
A. <sub>Less than 0</sub>
B. Nearly 0
C. High
D. Low

3 Investment depend mainly on.
A. Past levels of income
B. Future expected profits
C. Present national income levels
D. Historic data

4 Which of the following is true.

A. If the marginal cost is greater than
the average cost the average cost
fallls.
B. If the marginal cost is greater than
the average cost the average cost
increases.
C. If the marginal cost is positive total
costs are maximized
D. If the marginal cost is negatives
total costs increase at a decreasing
rate if output increases

5 In a Boom

A. Surpluses are likely to occur
B. Prices are likely to fall
C. supply will increase immediately to
match demand
D. Shortages may occur

6 A deflationary policy could include
A. Increasing injections
B. Reducing taxation rates
C. Reducing interest rates
D. Reducing government spending

7 A multinational busniess

A. Sells products abroad
B. Produces in more than one
country
C. Imports from abroad
D. Sells only domestically

8 Which of the following is not a global organization?
A. IMF
B. World bank
C. Competition commission
D. WTO

9 Which of the following is not an argument for protectionism.

A. To protect infant industries
B. To increase the level of imports
C. To protect strategic industries
D. To improve the balance of
payments

10 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

11 Which of the following is necessary for a natural monopoly.

A. Economies of scale
B. A high proportion of the total cost
is the cost of capital goods
C. The market is very small
D. All of the above

12 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.



total cost.
D. Profits are zero

13 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

14 A reflationary policy
A. Increases aggregate supply
B. Increases aggregate demand
C. Decreases the price level
D. Increase full employment

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

16 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

17 When referring to economic growth we normally refer to.

A. Growth in actual real per capita
output
B. Growth in potential real per capita
output
C. Growth in actual nominal per
capita output
D. Growth in potential real per capita
output

18 Supply side policies are most appropriate to cure.
A. Involuntary unemployment
B. Cyclical unemployment
C. Voluntary unemployment
D. A fall in aggregate demand

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

20 For perfectly competitive firm

A. Price equals marginal revenue
B. Price is greater than marginal
revenus
C. Price equal total revenue
D. Price equals total cost


