
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 The standard of living is often measured by
A. Real GDP per capita
B. Real GDP
C. Real GDP * Population
D. Real GDP Plus depreciation

2 If marginal cost is positive and falling.

A. Total cost is falling
B. Total cost is increasing at a falling
rate
C. Total cost is falling at a falling rate
D. Total cost is increasing at an
increasing rate.

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 An increase in consumption at any given level of income is likely to lead to.
A. a fall in savings
B. An increase in exports
C. A fall in taxation revenue
D. A decrease in import spending

5 The concept of "Interdependence of markets" can refer to the interdependence between.
A. Two or more factor markets
B. Goods and factor markets
C. Goods markets
D. All of the above

6 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

7 Which of the following is a normative statement in economics.

A. More spending by the government
reduces poverty
B. Higher taxes lead to less desire to
work
C. the UK Economy is growing fast
relative to other European Union
members
D. The Government should
concentrate on reducing
unemployment

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

9 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

10 If labour productivity per week is 200 units and there are 5 employees what is the total
output.

A. 40 units
B. 195 units
C. 1000 units
D. 200 units

11 "Income inequality can be high in the free market and should be reduce ".This is an example
of what.?

A. Judicial economic statement.
B. Positive economic statement
C. Formative economic statement
D. Normative economic statement

12 In order to maximize profits a monopoly company will produce that quantity at which the.

A. Marginal revenue equals average
total cost
B. Price equals marginal revenue
C. Marginal revenue equals marginal
cost
D. total revenue equals total cost

A. An increase in price must raise



13 If demand is price inelastic.

A. An increase in price must raise
profits
B. An increase in price decreases
revenue
C. An increase in price increase
revenue
D. A decrease in price reduces sales.

14 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

15 The economists who emphasized wage flexibility as a solution for unemployment were.
A. Monetarists
B. New keynesians
C. Classical economists
D. Keynesians

16 The natural rate of unemployment is likely to tall if

A. Unemployment benefits increase
B. Income tax increases
C. More training is available for the
unemployed
D. Geographical immobility increases

17 As the MPS increases, the multiplier will

A. Increase
B. Either increase or decrease
depending on the size of the change
in investment
C. Remain constant
D. Decrease

18 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

19 Which of the following is not a way of helping developing economics.

A. Aid
B. Loans
C. Protectionism of developed
markets
D. Training and education
programmes

20 Gross National product equals

A. Net National Product adjusted for
inflation
B. Gross domestic product adjusted
for inflation
C. Gross Domestic product plus net
property income from abroad
D. Net National product plus net
property income from abroad


