POST UTME SCREENING EXERCISE 2010/2011 SESSION
ECONOMICS 003

Instructions: From the words lettered A to U choose the correct answer based on the
specific instructions given for each question

1. For each additional unit of a commodity we produce (a) The more we must give up for the
second commodity
(b) The greater the amount we must consume,(c) The more we face decreasing costs of
production.
2. In a free enterprise economy the three fundamental economic questions of what, how and for
who to produce are answered by (a) The technique of production (b) the price mechanism
(c) Government action.
3. Economics studies individuals and organizations in society engaged in the (a) Production of
goods and services
(c) Exchange of goods and services (c) All of the above.
4. The central economic problem in every society is (a) to maintain peace in the world (b) To
prevent riots in our cities (c) The scarcity of economic .resources.
5. The production possibility curve shows (a) how much of the resources of the society are
used to produce a particular commodity (b) the various alternative combinations of two
commodities that can be produced (c) The rate of unemployment in the economy.
6. The demand schedule shows the relationship between the quantities demanded of a
commodity over a given period of time and (a) The price of the commodity (b) the tastes
of consumers (c) The money income of consumers.
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7. In order to induce producers to supply more of commodity, a higher commodity puce Hunt
be pad because producers usually face (a) Decreasing production costs (b) Economies of
scale (c) Increasing production costs.
8. The intersection of the market demand and supply curves for a commodity determines (a)
The equilibrium price of the commodity (b) The point of neither surplus nor shortage for
the commodity (c) All of the above.
9. An upward shift in the market demand curve for a commodity result in which of the
following changes in its equilibrium price and quantity? (a) The price rises and the
quantity falls (b) The price falls and the quantity rises (c) The price and quantity both rise
10. Gross National Product is the market value of (a) All transactions in an economy during a
one- year-period
(b) All goods and services exchanged in an economy during a one-year period (C) All final
goods and services produced in an economy during a one-year period.
11. An increase in government spending shifts aggregate demand schedule (a) Upward by the
increase in government spending (b) Downward by the increase in government spending (c)
Upward by the increase in government spending times the expenditure multiplier.
12. What is the major cause of labour unrest? (a) Workers are not well cared for by employees
(b) Workers are seasonally unemployed (c) Workers lack required skills
13. Inflation is a situation in which (a) There is a decrease in the purchasing power of the
monetary unit (b) There is a decrease in the general price level (c) Increase in the general
price level exceeds increase in the rate of Economic growth.
14. Reserve requirements are imposed on commercial banks to (a) Control demand deposit
expansion (b) Regulate commercial bank’s profit (C) Discourage the use of demand
deposits as a medium of exchange.
15. How does monetary policy affect economic activity? (a) An expansion of money supply
raises the rate of increases investment spending (b) Expansion of money supply lowers the
rate of interest, increases investment spending and brings about a multiple increase in the
level of income.
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16. Economic bottle-necks (a) cause the cost of specific resources to increase (b)cause the cost
of specific resources to decrease (c) prevent the economy from reaching full employment.
17. In a perfectly competitive market, the long-run profit maximization condition is: (a) MR
=Mc (b) LMC=MR
(c) LMC=P=AR=MR=LAC.
18. Stagflation is a situation where (a) Inflation is stagnated (b) Inflation and unemployment
are rising (c) Only inflation is rising.
19. The consumption that does not depend on income is referred to as (a) Autonomous
consumption (b) Independent consumption (c) Free consumption
20. All, except one of the following, are instruments of monetary policy (a) Open market
operations (b) Bank rate
(C) Budget deficit.
21. A situation where a country is able to produce all commodities cheaper than the other in
international trade is referred to as (a) Comparative advantage (b) Absolute advantage (C)
Reconciliatory advantage.
22. In a perfectly competitive firm, the MR curve is horizontal because (a) Product price falls
as output increases
(b) The law of diminishing marginal utility is at work (c) The firm is a price taker.
23. The central bank could increase the money supply by (a) Increasing the discount rate
(b)Buying government securities in the open market (c) Increase the reserve requirement.
24. All things being equal, an easy monetary policy during a recession will (a) Lower the
interest rate, increase investment and reduce net export (b) Lower the interest rate, increase
investment and increase aggregate Demand
(c) Increase the rate of interest, increase investment and reduce net exports.
25. An appreciation of the NAIRA (a) Reduce the price of imported resources, lower input
prices and increase aggregate supply (b) Increase net exports and aggregate demand (c)
Increase aggregate supply and aggregate demand
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