
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 A demand switching policy could be.
A. Higher interest rates
B. Higher income tax
C. Traiffs
D. Reduced government spending

2 All currencies other than the domestic currency of a given country are referred to as.
A. Reserve currencies
B. Neal monies
C. Foreign exchange
D. Hard currency

3 If there is a price celling which of the following is NOT likely to occur.

A. Rationing by first come first served
B. Black markets
C. Gray markets
D. Sellers providing goods for free
that were formerly not free

4 Inflation.

A. Reduces the cost of living
B. Reduces the standard of living
C. Reduce the price of products
D. Reduces the purchasing power of
a price

5 World trade has been increasing due to.
A. Increased tariffs
B. Increased legal barriers
C. Increased embargoes
D. Reduced protectionism

6 In monopolistic competition if firms are making abnormal profit other firms will enter and

A. The marginal cost will shift
outwards
B. the demand curve will shift inwards
C. The average cost will shift
downwards
D. The average variable cost will
increase

7 A scarce good.

A. Does not exist
B. Is a good that can only be
purchased with money
C. Is a good that can never be
purchased with money
D. Is a good that is available in
limited quantities, but is desired in
greater quantities.

8 If economics when we say that people are rational, we mean that they.

A. Never make mistakes
B. Try to get what they desire as best
they can, given the limitations they
face.
C. Logically figure out what to do
D. Behave in a random unpredictable
manner

9 Which of the following is an injection into the economy.
A. Investment
B. Saving
C. Taxation
D. Import spending

10 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

11 An increase in productivity should.

A. Lead to a contraction of supply
B. Lead to an expansion of supply
C. Lead to a shift in supply outwards
D. Lead to higher equilibrium and
lower equilibrium quantity.

12 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

A. Are always fixed



13 Resources in an economy
A. Are always fixed
B. Can never decrease
C. Always increase over time
D. Are limited at any moment in time

14 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

15 In marketing "USP " Stand for
A. Unique selling proposition
B. Underlying sales pitch
C. Unit sales point
D. Under sales procedure

16 If the price was fixed below the equilibrium price there would be.
A. Excess supply
B. Excess demand
C. Equilibrium
D. Down ward pressure on prices

17 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

18 An increase in price all other, things unchanged leads to.
A. Shift demand outwards
B. Shift demand inward
C. A contraction of demand
D. An extension of demand

19 A profit maximizing firm in perfect competition produces where

A. Total revenue is maximized
B. Marginal revenue equals zero
C. Marginal revenue equals marginal
cost
D. Marginal revenue equals average
cost

20 A welfare less occurs in monopoly where

A. The price in greater than the
marginal cost
B. The price is greater than the
marginal benefit
C. The price is greater than the
average revenue
D. Has the right to investigate
monopolies and will assess each one
on its own mertis


