
PPSC Economics Topic 1 Basic Economics

Sr Questions Answers Choice

1 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

2 An increase in interest rates.

A. Is likely to reduce savings
B. Is likely to reduce the external
value of the currency
C. Leads to a shift in the MEC
schedule
D. Leads to a movement along the
MEC schedule

3 If marginal utility is zero.

A. Total utility is zero
B. An additional unit of consumption
will decrease total utility
C. An additional unit of consumption
will increase total utility
D. Total utility is maximized

4 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

5 Friend man's theory of consumption focuses on
A. Past income
B. Current income
C. Disposable income
D. Permanent income

6 If injection are less than with drawls at the full employment level of national income there is.
A. an inflationary gap
B. Equilibrium
C. A deflationary gap
D. Hyperinflation

7 Less Developed countries lend to have
A. A high average age
B. A slow population growth rate
C. High life expectancy
D. A low literacy rate

8 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

9 The marginal Revenue product is.

A. Upward sloping due to the law of
demand
B. Upward sloping due to the law of
marginal utility
C. Downward sloping due to the law
of diminishing returns.
D. Downward sloping due to the law
of supply

10 When referring to economic growth we normally refer to.

A. Growth in actual real per capita
output
B. Growth in potential real per capita
output
C. Growth in actual nominal per
capita output
D. Growth in potential real per capita
output

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

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



D. <sup>Capitalism</sup>

13 Game theory

A. Firm are assumed to act
independently
B. Firms are assumed to cooperate
with each other
C. Firm collude as part of a cartel
D. Firms consider the actions of
others before deciding what to do.

14 For equilibrium in an open four sector economy

A. Actual injections = actual
withdrawals
B. Planned injections = Planned
withdrawals
C. Savings = investment
D. Government spending = tax
revenue

15 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

16 Gross National product equals

A. Net National Product adjusted for
inflation
B. Gross domestic product adjusted
for inflation
C. Gross Domestic product plus net
property income from abroad
D. Net National product plus net
property income from abroad

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

18 In perfect price discrimination
A. Consumer surplus is maximized
B. Produce surplus is zero
C. Community surplus is maximized
D. Consumer surplus is zero

19 If the "Regulated -market" price is below the equilibrium price.

A. The quantity demanded will be
greater than quantity supplied
B. Demand will be les than supply
C. Quantity demanded will be less
than quantity supplied
D. Quantity demanded will equal
quantity supplied

20 Firm in oligopoly are likely to.
A. Invest heavily in branding
B. Act independently of other firms
C. Try to differentiate its products
D. Try to be a price maker


