
PPSC Economics Topic 11 Assess Your Basics

Sr Questions Answers Choice

1 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

2 International specialization takes place because of.
A. Differences in technology
B. Differences in factor endowments
C. Scale economies
D. All of the above

3 The allocation of resources is not efficient it

A. The marginal cost of production
does not equal society marginal
benefit
B. The distribution is inequitable
C. Economic growth is low
D. Unemployment is high

4 Economic growth may depend upon __________ and_________

A. <div>Population size , x -
efficiency</div>
B. Population age distribution,
education
C. Population growth, education
D. Population growth, technical
progress

5 In the short run, the supply of capital is _______ and in the long run iwll depend on.
A. Variable technology
B. Fixed, expectations
C. Fixed, rental rate of capital
D. Variable, interest rates.

6 When investment is assumed to autonomous the slope of the AD schedule is determined by
the.

A. Marginal propensity to invest.
B. disposable income
C. Marginal propensity to consume
D. Average properisity to consume
E. <ul><li><br></li></ul>

7 The primary function of a bank is to.

A. Control the money supply
B. Provide notes and coins for trade
C. Make a profit
D. Provide a chequeen clearing
system.

8 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

9 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

10 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.

11 If my neighbor burns garden waste causing my house to fil with smoke this is an example of.
A. A production extremality
B. A second best solution
C. Transaction costs
D. A consumption externality

12 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.

13 The main cause of different relative costs between countries are.
A. Relative factors competition
B. Relative factor mobility
C. Relative factor substitution
D. Relative factor endowments

The neoclassical theory of growth identities the steady state rate of growth as the
A. Saving investment
B. Capital per person productivity



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

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

15 Monetarists believe that a reduction in _____ can be achieved by reducing.

A. Unemployment, prices
B. Inflation, wages
C. Unemployment, wages
D. Inflation, the quantity of nominal
money

16 A competitive firms demand curve is.
A. Horizontal
B. Vertical
C. Down ward sloping
D. Fairly elastic

17 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

18 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

19 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

20 If goods are exported for less than society's marginal production cost and the marginal
benefit to domestic consumers, it is likely that they benefit from.

A. An import subsidy
B. A quota
C. Comparative advantage
D. An export subsidy


