
PPSC Economics Topic 11 Assess Your Basics

Sr Questions Answers Choice

1 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

2 In the neoclassical theory of growth a higher saving rate leads to.
A. A higher growth rate
B. A fluctuating growth rate
C. A lower growth rate
D. No change in the growth rate

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

4 Higher export demand _______ output and a higher MPZ______ output..
A. Reduces, reduces
B. Reduces, increases
C. Increases, reduces
D. increases, increases

5 The Keynesian model is a good guide to ______ behavior and the classical model describes
behavior in.

A. <sup>Long run, short run</sup>
B. Flexible, imperfect markets
C. <div>Short term , long run</div>
D. Ong run, imperfect market.

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

7 In Nash equilibrium each player chooses the best strategy.

A. Assuming other players move first.
B. Dominated by the other players
C. Given the strategies of other
players
D. That is a credible threat

8 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

9 If the MPC is 0.5 the multiplier is
A. 2
B. 1/2
C. 0.2
D. 20

10 The participation rate in the labour force is affected by
A. Higher real wages
B. Lower fixed costs of working
C. Lower non labor income
D. All of the above

11 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

12 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

13

If one country, with floating exchange states, has higher inflation than its competitors, we

would expect its exchange rate to.

A. Appreciate
B. Depreciate

C. Revalue
D. be in short supply

14 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%

A. Increasing the use of labour,



15 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

16 Firms are assumed to ____ costs and to _______ profit.
A. Incur , desire
B. Pay ; make
C. Change ;earn
D. Minimize ; maximize

17 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

18 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
companies
D. Wide, banks, building societies.

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

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


