
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 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

2 With a positive externality

A. There is under consumption in the
free market
B. There is over consumption in the
free market
C. The government may tax to
decrease production
D. Society could be made off if less
was produced

3 In the long run in perfect competition

A. Price = average= cost = marginal
cost
B. Price = average cost = total cost
C. The price covers fixed cost
D. total revenue = total variable cost

4 According to the law of diminishing utility.

A. Utility is at a maximum with the first
unit
B. Increasing units of consumption
increase the marginal utility
C. Marginal product will fall as more
units are consumed
D. Total utility will rise at a falling rate
as more units are consumed

5 A government might use tax to.

A. Discourage consumption of
positive externalities
B. Discourage consumption of public
goods
C. Discourage consumption of merit
goods
D. Discourage consumption of
negative externalities

6 In a recession, GDP.
A. Grows negatively
B. Grows by 0%
C. Grows slowly
D. Grows rapidly

7 Friend man's theory of consumption focuses on
A. Past income
B. Current income
C. Disposable income
D. Permanent income

8 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.

9 A cut in the tax rate designed to reduce the business investment is an example of.
A. Expansionary demand side policy
B. Contractionary demand side policy
C. Expansionary supply side policy
D. Contractionary supply side policy

10 A model of game theory of oligopoly is known as the
A. Prisoner's dilemma
B. Monopoly cell
C. Jailhouse sentence
D. Jury box

A. Total revenue equal total cost
B. There is the biggest positive
difference between total revenue and
total cost



11 When marginal revenue equals marginal cost total cost
C. there is the biggest negative
difference between total revenue and
total cost.
D. Profits are zero

12 A reduction in the costs of production will

A. Lead to a movement along the
supply curve
B. Shift the demand curve
C. Shift the supply curve
D. Lead to an extension of supply

13 The sacrifice involved when you choose a particular course of action is called the
A. Alterative
B. Opportunity cost
C. Consumer cost
D. Producer cost

14 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

15 Increase un employment benefits and less incentive to work would.

A. Shift aggregate supply to the right
B. Shift aggregate supply to the left
C. Shift aggregate demand to the
right
D. Shift aggregate demand to the left

16 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

17 A reduction in the money supply is likely to
A. Reduce interest rates
B. Increase the interest rate
C. Increase inflation
D. Decrease deflation

18 The marginal revenue curve in monopoly

A. Equals the demand curve
B. Is a parallel with the demand curve
C. Lies below and converges with the
demand curve
D. Lies below and diverges from the
demeaned curve

19 An increase in national income is.

A. Likely to increase exports
B. Likely to decrease savings
C. Likely to decrease investment
D. Likely to increase spending on
imports

20 Can economic theories be tested.

A. No since individuals will seldom
respond in predictable ways
B. Yes, since all individuals respond
int he same ways to the same
situation.
C. No , since the general behavior of
a large numebr of individuals cannot
be predicated
D. Yes , since people will, on
average, respond in predictable ways
to changes in costs and benefits.


