
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 In monopoly when abnormal profits are made.

A. The prize set is greater than the
marginal cost
B. The price is less than the average
cost
C. The average revenue equals the
marginal cost
D. Revenue wquals total cost

2 In land intensive method which mean production is used comparativelymore
A. Labour
B. Land
C. Capital
D. Organization

3 A movement along the supply curve may be caused by

A. A change in technology
B. A change in the number of
producers
C. A shift in demand
D. A change in costs

4 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

5 Aggregate demand refers to the total demand for all domestically produced goods and
services in an economy generated from.

A. The household and government
sectors
B. The household sector
C. All sectors except the rest of the
world
D. All sectors including the rest of the
world.

6 If employees cannot accept a job because of the costs of moving this is known as.
A. Occupational immobility
B. Cyclical unemployment
C. Structural immobility
D. Geographical immobility

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

8 Labour productivity measures.
A. The output per worker
B. The output per machine
C. Total output
D. Marginal output

9 Which does the government not control directly.
A. Spending on health
B. spending on defense
C. Firm's investment decisions
D. spending on education

10 The difference between gross investment and net investment is.
A. Depreciation
B. Acceleration
C. Deceleration
D. Capital investment

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

12 Tariffs.

A. Decrease the domestic price of a
product.
B. Increase government earnings
from tax
C. Increase the quantity of imports
D. Decrease domestic production

13 The demand for a product would be more inelastic.

A. The greater is the time under
consideration
B. The greater is the number of
substitutes available to buyers
C. The less expensive is the product



C. The less expensive is the product
in relation to incomes
D. all of the above.

14 To prevent the external value of the currency from failing the government might

A. Reduce interest rates
B. Sell its own currency
C. Buy its own currency with foreign
reserves
D. Increase its own spending

15 A shift in supply will have a bigger effect on price than output if demand is.
A. Income elastic
B. Income inelastic
C. Price elastic
D. Price inelastic

16 Normal profit occurs when

A. Average revenue equals average
variable cost
B. Marginal revenue equals marginal
cost
C. Average revenue equals marginal
cost
D. Average revenue equals average
cost

17 In monopolistic competition

A. Demand is perfectly elastic
B. Products are homogeneous
C. Marginal revenue = pirce
D. The marginal revenue is below the
demand curve and diverges

18 If the price elasticity of demand for a product in market A is -0.2 and in market B is -3 a price
discriminator will charge.

A. The higher price in market A
B. The higher price in market B
C. The same price in both markets
D. There are many sellers

19 Which of the following is not involved with fiscal policy.
A. Income tax
B. National insurance
C. VAT
D. Interest rates

20 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


