
PPSC Economics Topic 11 Assess Your Basics

Sr Questions Answers Choice

1 In an open economy leakages to imports ______ the value of the multiplier.
A. Reduce
B. Increase
C. do not change
D. None of these

2 Marginal revenue is the ________ when output is.

A. Change in average revenue,
inversed.
B. change in total revenue,
increased by one unit
C. change in average revenue,
increased by one unit
D. Change in total revenue,
incresed.

3 The growth rate of economics tend to converge because._________ is easier when capital
per worker is low and because of_____

A. capital widening, technical
innovation
B. Capital widening, catch up in
technology
C. Capital deepening, technical
innovation
D. Capital deepening, catch up
technology.

4 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

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

6 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%

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

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

8 Real business cycle theory suggests that __________ not important in explaining short term
fluctuations around actual output.

A. aggregate supply is
B. aggregate demand is
C. Potential output is
D. Real variables are

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

10 The Philips curve shows the trade off between ________ and _____

A. The inflation rate, interest rates
B. The inflation rate, the
unemployment rate
C. interest rates, output
D. Output, employment

11 A straight line diagram can be drawn knowing the _______ and _____
A. Vertical axis and horizontal axis
B. Intercept and slope
C. Scale and slope
D. Intercept and scale.

12 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

13 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



D. All of the above

14 The prisoners Dilemma Game demonstrates that.

A. Players are better off to act
independently
B. Monopoly is better than
competition
C. People will always cheat
D. Players are better off if they con
operate

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

16 If two firms doing the same thing in the same industry join together this is known as a.
A. vertical merger
B. Horizontal merger
C. Conglomerate merger
D. Hostile takeover

17 The total multiplier for the economy will reflect.
A. MPC and MPT
B. MPT and MPZ
C. MPC and MPZ
D. MPC, MPT and MPZ

18 The neoclassical theory of growth identities the steady state rate of growth as the
_________ just sufficient to keep _______ constant while labour grows.

A. Saving investment
B. Capital per person productivity
C. Labour growth , output
D. Investment capital per person

19 If the government increase spending and raises taxes by just enough to finance the increase
it will.

A. Leave output unchagned
B. Increase output
C. Reduce output
D. Increase the MPC

20 Within circular flow of income, an increase in domestic income iwll lend to increase.
A. Exports
B. Taxes
C. Inventories
D. Imports


