
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 Which of the following is not likely to be a government objective.
A. Increasing employment
B. Increasing economic growth
C. Increasing government spending
D. Increasing the level of exports

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 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

4 Menu costs in relation to inflation refer to

A. Costs of finding better rates of
return
B. Costs of altering price lists
C. Costs of money increasing its
value
D. Costs of revaluing the currency

5 If one car company takes over another car company this is an example of which type of
integration.

A. Vertical
B. Horizontal
C. Conglomerate
D. Literal

6 Total revenue equals
A. Price Plus quantity
B. Price multiplied by quantity sold
C. Price divided by the quantity sold
D. Price minus quantity sold

7 Investment is an out stable element of aggregate demand because is depends heavily on.
A. Government policy
B. Expectations
C. National income
D. Historic trends

8 Supply is likely to be more price elastic.

A. In the short run rather than the
long run
B. If factors of production are
relatively immobile between
industries.
C. If there are very few producers
D. If it is easy to expand output

9 If the marginal revenue is positive

A. Selling another unit will increase
total revenue
B. Selling another unit will increase
profits
C. Selling another unit will increase
cost
D. Selling another unit will increase
average revenue

10 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

11 A significant increase in the government budget deficit is likely to.

A. Reduce injections into the
economy
B. Reduce national income
C. Move the economy away from full
employment
D. Boost aggregate demand

12 Revealed preference theory was presented by.
A. Samuelson
B. Hicks
C. Marshall
D. rICARDO

13 Which kind economics deals with issues such as unemployment inflation, and economic
growth.

A. Macro economics
B. Micro economics
C. Growth economics
D. Political economics



D. Political economics

14 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

15 If marginal revenue equals marginal cost

A. No profit is being made
B. total revenue equals total cost
C. Profits are maximized
D. Producing another unit would
increase profits

16 An economy may operate outside the production possibility frontier it.
A. It is not utilizing its resources fully
B. It is being productively efficient
C. It is a maxed economy
D. It is trading with other economics

17 An increase in the price of a complement or produce.A would.

A. Shift demand for product a out
wants
B. Shift demand for product A
inwards
C. shift supply for product A out
wards
D. Shift supply for product A inwards

18 Injection are

A. Assumed to be exogenous
B. Assumed to be a function of
national income
C. Decrease aggregate demand
D. Decrease the investment into an
economy

19 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

20 An injection of funds into a less developed country might set off the
A. Multiplier
B. Marginal propensity to save
C. Average propensity to consume
D. The Laffer effect


