
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 A study of how increase in the minimum wage rate will effect the national unemployment rate
is an example of.

A. Descriptive economics
B. Normative economics
C. Macro economics
D. Micro economics

2 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

3 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

4 In a less developed country.

A. The infrastructure is likely to be
good.
B. Real wages are likely to be high
C. Unemployment is likely to be low
D. The primary sector is likely to be
significant

5 In the short run firm in perfect competition will still produce provided.

A. The price covers average variable
cost
B. The price covers variable cost
C. The price covers average fixed
cost
D. The price covers fixed cost

6 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

7 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

8 Which of the following would increase aggregate demand.
A. Increasing saving
B. Increasing import spending
C. Increasing taxation revenue
D. increased investment

9 An increase in the costs of production will

A. Shift demand out wards
B. Shift demand in wards
C. Shift supply out wards so more is
supplied at each and every price all
other things unchanged.
D. Shift supply inwards

10 Demand for a normal product may shift outwards if.

A. Price decreases
B. The price fo a substitute falls
C. the price of a complement rises
D. Income falls

11 The precautionary demand for money is
A. An idle balance
B. An active balance
C. Directly related to interest rates
D. Inversely related to income

Rapid increases in the price level during periods of recession or high unemployment are
A. Slump
B. Stagnation



12 Rapid increases in the price level during periods of recession or high unemployment are
known as.

B. Stagnation
C. Stagflation
D. Inflation

13 If an economy is productively efficient.

A. Everyone is wealthy
B. Resources are unemployed
C. More of one product can only be
produced if less of another product is
produced.
D. The distribution of income is equal

14 A depreciation of currency occur when

A. The value of the currency falls
B. The value of the currency
increases
C. Inflation falls
D. The balance of payments
improves

15 An increase in demand for a product should.

A. Increase equilibrium price and
quantity.
B. Decrease equilibrium price and
quantity.
C. Increase equilibrium price and
decrease quantity.
D. Decrease equilibrium price and
increase quantity.

16 The sacrifice involved when you choose a particular course of action is called the
A. Alterative
B. Opportunity cost
C. Consumer cost
D. Producer cost

17 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.

18 Economic theory assumes that people

A. Act in greedy and selfish ways,
without regard for the welfare of
others.
B. Act without regard for their own
interests.
C. Are not motivated by self interest
D. Are motivated by self interest but
still might be concerned for the
welfare of others.

19 The law of diminishing returns states that as more of a variable factor is added to a certain
amount of a fixed factor beyond some point.

A. Total Physical product begins to
fall
B. The marginal physical product
rises
C. The marginal physical product
falls
D. The average physical product
falls.

20 An increase in price all other things unchanged leads to.
A. A shift in supply out wards
B. A shift in supply in wards
C. A contraction of supply
D. An extension of supply


