
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 If the price in a market is fixed by the government above equilibrium.
A. There is excess equilibrium
B. There is excess supply
C. There is excess demand
D. There is equilibrium

2 A cut in the income tax rate designed to encourage household consumption is an example
of.

A. Expansionary demand side policy
B. Contractionary demand side policy
C. Expansionary supply side policy
D. Contractionary supply side policy

3 The public sector includes.

A. Investors owning companies
B. Government ownership of assets
C. Market forces of supply and
demand
D. All trade via barter

4 In the long run in perfect competitiion
A. the price equals the total revenue
B. Firm are allocatively inefficient
C. Firms are productively efficient
D. the price equals total cost

5 If the price is less than the average cost but higher than the average variable costs.

A. The firm is making a loss and will
should own in the short term.
B. The firm is making a profit.
C. The firm is making a loss but will
continue to produce in the short term
D. The firm is making a loss and is
making a negative contribution to
fixed costs

6 Assuming a downward sloping demand curve and upward sloping supply curve a higher
equilibrium price may be caused by.

A. An fall in demand
B. An increase in supply
C. Improvements in production
technology
D. An increase in demand

7 The marginal propensity to consume is equal to.

A. Total spending /total consumption
B. total consumption/total income
C. Change in consumption/change in
income
D. Change in consumption/change in
savings

8 Which of the following is not a macro economic issue.
A. Unempolyment
B. Inflaction
C. The wages paid to footballers
D. Economic growth

9 Finding a partner to work with abroad is called a.
A. Takeover
B. Merger
C. Acquisition
D. Joint venture

10 Acquisition and merger are examples of.
A. Internal growth
B. External growth
C. Organic growth
D. Underlying growth

11 In cartels.

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

12 The diamond water paradox can be explained by suggesting that the price of a product is
determined by.

A. Consumer incomes
B. Its marginal utility
C. Consumer surplus
D. Diminishing marginal utility

13 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.



a raise its price.

14 Ordinal measurement approach was not presented by
A. Allen
B. Hicks
C. Edge worth
D. Robbins

15 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

16 If firm earn normal profits.

A. They will aim to leave the industry
B. Other firms will join the industry
C. The revenue equals total costs
D. No profit is made in accounting
terms

17 The free market involves

A. The free provision of products
B. The subsidizing of products by the
government
C. Market forces of supply and
demand
D. All trade via barter

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

19 Profit making is basic motive in.
A. Socialism
B. Mixed economy
C. Communism
D. <sup>Capitalism</sup>

20 The socially optimal rate of growth is

A. Zero
B. Negative
C. Where the marginal social benefit
the marginal social cost
D. total social costs are minimized


