
PPSC Economics Topic 11 Assess Your Basics

Sr Questions Answers Choice

1 Perfect price discrimination means that every customer.

A. Buys the same amount
B. Pays the same price
C. Pays what she thinks the product
is worth
D. Contributes the same revenue.

2 A rise in the real exchange rate will __ the competitiveness of the domestic economy.
A. Increase
B. reduce
C. do nothing do
D. all of these

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

4 GDP per head may be an imperfect measure of economic welfare because it excludes.
A. The value of leisure
B. Externalities
C. Untraded goods
D. All of the above

5 Potential output can be increased by _________ or by_________

A. Increasing the use of labour,
increasing the use of land
B. Increasing the use of capital,
increasing the use of labour
C. Increasing the use of land,
increasing the use of capital
D. Increasing the use of all inputs
technical advances

6 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

7 Bank create money by
A. Printing it
B. Issuing debit cards
C. Accepting chequeens
D. Lending out part of their deposits

8 If a firm not operating at the output necessary to achieve al scale economies it has not
achieved its.

A. Efficient scale
B. Average efficient scale
C. Maximum efficient scale
D. Minimum efficient scale

9 If demand is _______ then price cuts will ________ spending.
A. Inelastic, increase
B. Elastic, increase
C. Elastic, decreases
D. None of the above

10 The abolition of income tax would probably ________ the number of workers in employment
and____________ the equilibrium. rate of unemployment.

A. increase ; decrease
B. increase ; increase
C. reduce ; increase
D. reduce ; reduce

11 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

12 A person who is made redundant because of the contraction of an industry is a victim of.
A. Frictional unemployment
B. Demand deficient unemployment
C. Classical unemployment
D. Structural unemployment

13 Holding all factors constant except one and increasing a variable factor is expected to lead to
steadily decreasing marginal product of the factor this is an example of.

A. Decreasing returns to scale
B. The law of diminishing returns
C. Constant returns to scale
D. an inefficient production technique

14 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



14 M4 is a _________ measures of money and includes deposits at both _____________ and C. narrow, banks, insurance
companies
D. Wide, banks, building societies.

15 A tariff causes domestic firms to __________ and consumers to
A. Overproduced, under consume
B. overproduce , overconsume
C. Underproduce, under consume
D. underproduce, overconsume

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

17 The theory that explains business cycles by the dynamic interaction of consumption and
investment demand is the.

A. Sun spect theory
B. Multiplier accelerator model
C. Solow theory
D. New classical theory

18 For given government spending and taxation the government budget deficit will grow in
__________ and decline in _________

A. booms, booms
B. recession, recession
C. booms, recessions
D. recessions, booms

19 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

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


