
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 A profit maximizing firm will hire labor until _______ equal the

A. Marginal revenue, marginal cost
B. Long run marginal revenue, long
run marginal cost
C. Labour output ratio, capital output
ratio
D. Marginal cost of labour, marginal
revenue product

3 The retail price index is used to.

A. Construct price lists
B. Compare shop prices
C. Measure changes in the cost of
living
D. None of the above

4 If both Marginal cost and marginal revenue increase, a firm.

A. Should increase output
B. Should reduce output
C. Will require further information on
how to respond
D. should not change output

5 The costs of inflation are
A. Shoe leather costs
B. Menu costs
C. Income redistribution
D. All of the above

6 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

7 The imposition of a tariff causes consumption to _______ and imports to.
A. rise , rise
B. fall , rise
C. fall , fall
D. rise , fall

8 Top footballers land to earn more than lecturers because.

A. Footballers give more
entertainment
B. Lecturers are lazy
C. The labour markets are imperfect
D. Top footballers are relatively
scarce in relation to lecturers

9 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

10 a demand curve can shift because of changing.
A. Incomes
B. Prices of related goods
C. Testes
D. All of the above

11 All of the following are benefits of the single market except.

A. It allows countries to exploit their
comparative advantage, more fully
B. Firms could more readily exploit
economies of scale
C. It intensified competition
D. It is easier book holidays in
member countries.

12 We cannot say whether one allocation of resources is better than another allocation
because.

A. some people cant count
B. Some people may not be
permanent residents
C. Not all economic activity is legal
D. We cant make value judgements
to compare different people welfare.

13 For a competitive firm its short run supply curve is ________ and its long run supply curve

A. SMC , LMC
B. SMC above SAVC, LMC above
LAC
C. SMC below SAVC, LMC above



13 For a competitive firm its short run supply curve is ________ and its long run supply curve
is. C. SMC below SAVC, LMC above

LAC
D. SMC Below SAVC, LMC below
LAC

14 Real GNP measures income
A. Including non market activities
B. Adjusted for inflation
C. Including externalities
D. Including tax evasion

15 The opportunity cost of acquiring education is.

A. Course fees
B. Course fees and living expenses
C. The earning foregone
D. Course fees, living expenses and
textbooks

16 For perfect competition ot work there must be
A. Many buyers and sellers
B. A standard product
C. Free entry and exit
D. All of the above

17 If a person thinks they are better off after a 10% wage increase, and all prices have risen
10%, then they are experiencing.

A. Inflation
B. A supply shocks
C. Crowding out
D. Inflation illusion

18 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

19 Floating exchange rates are __ in the short run
A. Stable
B. Volatile
C. Predictable
D. Depreciating

20 If the consumption of a good by one person does not reduce the quantity available by other
and nobody cna be easily excluded from consumption, we are referring to a.

A. Private good
B. Merit good
C. Public good
D. Abundant good


