
PPSC Economics Topic 11 Assess Your Basics

Sr Questions Answers Choice

1 import substitution is the replacement of ________ by domestic production under the
protection of.

A. exports, subsidies
B. Exports, patents
C. imports, high tariffs or import
quotes
D. Imports, subsidies

2 Normative economics form ______ based on.
A. Positive statements facts
B. Opinions, personal values
C. Positive statements values
D. Opinions facts

3 An upward shift in marginal cost ___________ output and an upward shift in _____ marginal
revenue __ output.

A. Reduce , reduce
B. Reduce , increase
C. Increased, increased
D. Increases, reduces

4 Government may contribute to inflationary pressure on account of building up large.
A. Numbers of employees
B. Welfare plans
C. Budget deficits
D. Expenditure.

5 When real income increases, other things equal we fan expect the demand for real money
holdings to.

A. Fall
B. Not change
C. Increase
D. Decrease

6 In the event of an increase in the international price of oil that encouraged the central bank
to accept lower real interest rates, inflation would most likely.

A. Fall
B. Increases
C. Remain the same
D. Fluctuate

7 When a market is contestable , incumbent firms must.________ to avoid the entry of new
competitors.

A. Behave like competitive firms
B. Agree to act together
C. Differentiate their products
D. Practice price discrimination

8 A current account deficit means that a country may.

A. Reduce its stock of foreign assets
B. Increases its stock of foreign
assets
C. Increases its savings
D. Increases its foreign currency
reserves.

9 When capital mobility is perfect, interest rate differentials will tend to be offset by
A. Price differences.
B. Balance of payments differences.
C. Current account differences.
D. Expected exchange rate changes

10 A dominant strategy is.

A. A winning strategy
B. A losing strategy
C. A players best strategy when
moving fist
D. a player's best strategy whatever
the strategies adopted by rivals

11 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.

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

13 Market failure may arise because of.
A. Imperfect competition
B. Taxation
C. Externalities
D. All of the above

A. Monopolistic competition
B. Oligopoly



14 All of the following are types of imperfect competition except B. Oligopoly
C. Monopoly
D. Unfair competition

15 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

16 In the neoclassical theory of growth a higher saving rate leads to.
A. A higher growth rate
B. A fluctuating growth rate
C. A lower growth rate
D. No change in the growth rate

17 M4 is a _________ measures of money and includes deposits at both _____________ and

A. Narrow, banks, building societies
B. <i>Wide, banks, insurance
companies</i>
C. narrow, banks, insurance
companies
D. Wide, banks, building societies.

18 In the UK under a _________ of the labour force belong to a trade union.
A. Quarter
B. Third
C. Half
D. Three quarters

19 When the S/L exchange rate rises the pounds______ and whent he S/L rate falls the
pounds.

A. depreciates, appreciates
B. revalues, devalues
C. appreciates, deprecates
D. becomes more expensive,
becomes cheaper

20 The opportunity cost of a student is.

A. Course fees and rent
B. A loan from the bank
C. What the student could have
earned in the best job available by
not studying.
D. What the student will earn after
graduation.


