
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 Which of the following is not a supply side measure.

A. Increased training
B. Providing more information
C. Helping individuals to move
location to find work
D. Increasing spending on existing
industries.

2 The resources in the economy do not include.
A. Demand
B. Land
C. Labor
D. Capital

3 If the fprice in a market is fixed by the government below equilibrium.
A. There is excess equilibrium
B. There is excess supply
C. There is excess demand
D. There is equilibrium

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

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

6 Less demand in the economy may increase unemployment this may lead to less spending
which may reduce demand further This is called.

A. The upward accelerator
B. The downward multiplier
C. The upward PPF
D. The downward MPC

7 According to classical models the level of employment is determined primarily by

A. Interest rates
B. The level of prices
C. The level of aggregate supply in
the economy
D. The level of aggregate demand
for goods and services

8 Which of the following is a policy instrument .as opposed to a government objective.
A. Lower interest rates
B. A better balance of trade position
C. Faster economic growth
D. Lower un employment

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

10 In a recession a government.

A. Is likely to want to increase
demand in the economy
B. Is likely to want to decrease
demand in the economy
C. Is likely to want to stabilize
demand in the economy
D. Is likely to want to increase supply
in the economy

11 Economic growth can be measured by
A. The CPI
B. The CBI
C. GDP
D. MPC

12 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

13 If firms join together to set prices and quantities this is known as what.
A. Interaction
B. Conglomerate
C. Collusion
D. Integration

A. Increasing injections
B. Reducing taxation rates



14 A deflationary policy could include B. Reducing taxation rates
C. Reducing interest rates
D. Reducing government spending

15 The Philips curve shows the relationship between inflation and what?
A. The balance of trade
B. The rate of growth in an economy
C. The rate of price increases
D. Un employment

16 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

17 Economists use the term marginal utility to mean.

A. Additional satisfaction gained
divided by additional cost of the last
unit.
B. Additional satisfaction gained by
the consumption of one more unit of
a good
C. Total satisfaction gained when
consuming a given number of units.
D. The process of comparing
marginal units of all goods which
could be purchased

18 What lies is at the heart of the allocation of goods and services in a free market economy.

A. Concerns of equity or equal
distribution among individuals.
B. The order or command of the
ruling government or dictator
C. The wishes of consumers in the
market
D. The price mechanism

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

20 If there is a price celling there will be
A. Shortages
B. Surpluses
C. Equilibrium
D. None of these


