
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 An outward shift in the marginal efficacy of capital should.
A. Decrease consumption
B. Increase aggregate demand
C. Reduce aggregate supply
D. Slow economic growth

2 If a maximum price is set below equilibrium there will be.
A. A price fall
B. A price increase
C. Excess supply
D. Excess demand

3 Occupational immobility of labour occurs if.

A. People lack information
B. People do not want to work
C. People do not have the right skills
to work
D. People cannot afford to move
location

4 An independent assessment of the impact of firm's activities on society is called a.
A. Financial audit
B. Balance sheet
C. Profit and uses account
D. Social audit

5 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

6 If demand increase in a market this will usually lead to.

A. A higher equilibrium price and
output
B. a lower equilibrium price and
higher output
C. A lower equilibrium price and
output.
D. A higher equilibrium price and
lower output

7 Which of the following is a possible government objective as opposed to a policy.
A. Lower interest rates
B. Lower taxation rates
C. Lower government spending
D. Lower inflection

8 Demand pull inflation may be caused by

A. An increase in costs
B. A reduction in interest rate
C. A reduction in government
spending
D. An outward shift in aggregate
supply

9 The law of diminishing returns assumes.

A. There are not fixed factors of
production
B. There are no variable factors of
production
C. Utility is maximized when marginal
product falls.
D. Some factors of production are
fixed

10 A multinational busniess

A. Sells products abroad
B. Produces in more than one
country
C. Imports from abroad
D. Sells only domestically

11 A higher GDP per capita may not mean that the quality of life has really improved because.

A. It measures wealth not income
B. It measures Gross Domestic
product
C. It does not measure the quality of
the items produced
D. it is only measured every five
years

12 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



13 If product an inferior good.

A. Demand is inversely related to
income
B. Demand is inversely related to
price
C. Demand is directly related to price
D. Demand is inversely related to the
price of substitutes

14 Aggregate demand will increase if
A. Consumption falls
B. Investment falls
C. Exports fall
D. imports fall

15 A benefit to consumers of price discrimination is that

A. Some products are produced that
would not other wise be produced
B. Producer surplus increases
C. Consumer surplus decreases
D. Firms profits increase

16 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

17 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

18 Improved training of employees 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

19 An expansionist fiscal policy could include

A. Lower interest rates
B. Increased lending by the banks
C. An increase in corporation tax
D. An increase in discretionary
government spending

20 An increase in costs will

A. Shift aggregate demand
B. Shift aggregate supply
C. Reduce the natural rate of
unemployment
D. Increases the productivity of
employees


