
PPSC Economics Topic 11 Assess Your Basics

Sr Questions Answers Choice

1 Output fell sharply in the transition economies because.
A. Banks were undoable to function
B. There was little corporate control
C. Vital infrastructure was missing
D. All of the above

2 Starting from a position of internal and external balance a reduction in aggregate demand
will cause a current account.

A. Deficit
B. Surplus
C. Revaluation
D. Devaluation

3 Satellite television subscription and television detection devices are ways in which
broadcasting companies address the _____ problem.

A. Externality
B. Market imperfection
C. Deadweight burden
D. Free rider

4 An increase in consumer income will increase demand for a __________ for decrease
demand for a.

A. Substitute good interior good
B. Normal good, interior good
C. Interior good, normal good.
D. Normal good, complementary
good.

5 A good example of a public good is.
A. Public transport
B. National defense
C. The national health service
D. Rail transport

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

7 A reduction in interest rates, causes an increases in the monetary base that result in
an_____ in the availability of consumer credit and a _ in the cost of consumer credit.

A. Reduction, increases
B. reduction,reduction
C. increase, reduction
D. increases, increases

8 The business cycle describes fluctuations in output around the.
A. Trend path of output
B. Boom
C. Recession
D. Short run fluctuations in output

9 The firms long run output decision will be where.

A. Long run average cost a lowest
B. Marginal revenue equals output
C. Marginal revenue equals long run
marginal cost
D. Marginal cost equals output

10 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

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

12 The multiplier tells us how much __________ chagnes after a shift in.
A. Consumption, income
B. Investment , output
C. Savings, investment
D. output, aggregate demand

13 An optimal tariff is one which reduces imports to the level at which ___ equals

A. imports , exports

B. The balance of trade, zero
C. The demand for currency, the
supply of currency
D. Social marginal cost social
marginal benefit

14 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



14 10%, then they are experiencing. C. Crowding out
D. Inflation illusion

15 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

16 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

17 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

18 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

19 In a competitive industry each buyer and seller.
A. Is a price taker
B. Produce different products
C. Believes that can influence price
D. Prevents the entry of competitors

20 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


