
PPSC Economics Topic 11 Assess Your Basics

Sr Questions Answers Choice

1 If the diagram of a line shows that lower values on the vertical scale are associated with
higher values on the horizontal scale this is an example of.

A. a nonlinear relationship
B. A positive linear relationship
C. A scatter diagram
D. A negative linear relationship

2 The most important source of wage differentiate are.
A. Reginal variation
B. Unionization
C. Relative danger
D. Skills

3 Taxes create a wedge between the sales price and purchase price that prevents the price
system equaling _________ and

A. Marginal costs, marginal benefits
B. Demand, supply
C. Marginal cost, marginal revenue
D. Marginal cost, average cost

4 Economic transition involves high inflation because ______ and _____

A. High monetary growth, high
wages.
B. High budget deficits, devaluation
C. High monetary growth, devaluation
D. Prices surge from an artificially low
level to their equilibrium level the
inflation tax is required as source of
government revenue.

5 If your income during one year is L 10,000 ad the following year it is L,12,000 then it has
grown by

A. 20%
B. 2%
C. 12%
D. 15%

6 An advocate of the classical model of the economy would claim that unemployment a created
when the ___________ is above its equilibrium level in the.

A. Price level, agregate economy
B. Tax rate, government ebudget
C. Wage rate, labour market
D. Interest rate, market for loanable
funds

7 In the classical model, potential output can not be increased by
A. Monetary growth
B. Better technology
C. More capital
D. higher labour supply

8 In the ERM, each country fixed ___ against each other ERM participant collectively the
group._____ against the rest of the world.

A. A nominal exchange rate, floated
B. A real exchange rate, pegged
C. a purchasing power parity,
pegged
D. a real exchange rate, floated

9 The primary function of a bank is to.

A. Control the money supply
B. Provide notes and coins for trade
C. Make a profit
D. Provide a chequeen clearing
system.

10 On a graph a positive linear relation ship.
A. Moves down to the right
B. Moves up to the left
C. Moves up to the right
D. Modes down to the left

11 In the circular flow we would expect leakages to __________ injections.
A. equal
B. be less than
C. by greater than
D. Be less or greater than

12 A production technique is technically efficient if.

A. Output is maximized
B. Input are minimized
C. there is no way to make a given
output using less of one input and no
more of the other inputs.
D. costs are minimized

13 LDC's often have a comparative advantage in the production of.
A. Primary products
B. Intermediate products
C. Manufactured products
D. Financial services.

A. Private costs, private benefits
B. Private costs, social costs of



14 Extremality's arise because there is a divergence between ____ and _
B. Private costs, social costs of
benefits
C. Social cost, social benefit
D. Insiders, outsiders

15 A fall in investment demand can result from
A. Higher interest rates
B. Lower expected future profits
C. More expensive capital goods
D. All of the above

16 If some body is prepared to work at the going wage rate but cannot find work than they are
victims of.

A. Voluntary unemployment
B. Classical unemployment
C. Frictional unemployment.
D. All of the above

17 Comparing a monopoly and a competitive firm the monopolist will.
A. Produce less at a lower price
B. Produce more at a lower price
C. Produce less at a higher price
D. Produce less at a lower price

18 All of the following are parts of the business cycle except.
A. Boom
B. slump
C. Recovery
D. Acceleration

19 The allocation of resources is not efficient it

A. The marginal cost of production
does not equal society marginal
benefit
B. The distribution is inequitable
C. Economic growth is low
D. Unemployment is high

20 Moral Hazard means that the act of insuring __________ that the desired outcome will
occur.

A. Reduces the likelihood
B. Increase the likelihood
C. Guarantees
D. None of the above


