
PPSC Economics Topic 11 Assess Your Basics

Sr Questions Answers Choice

1 Real business cycle are cycles in
A. Potential output
B. Actual output
C. Real output
D. International trade

2 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

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

4 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.

5 Expansionary fiscal policy in the classical model will cause aggregate demand to ______
potential output.

A. Exceed
B. Fall below
C. Fluclaute around
D. Remain equal to.

6 import substitution is the replacement of ________ by domestic production under the
protection of.

A. exports, subsidies
B. Exports, patents
C. imports, high tariffs or import
quotes
D. Imports, subsidies

7 The effect of a tax to offset a negative eternality will be to ________ price and ____
quantity.

A. Reduce, reduce
B. increase, increase
C. Increase , reduce
D. reduce, increase

8 Women and non whiles on average receive lower comes than white men because.

A. They tend to work in relatively
unskilled jobs
B. Educational disadvantage
C. Firms are reluctant to invest in
training
D. All of the above

9 An advocate of the classical model of the economy would claim that unemployment a created
when the ___________ is above its equilibrium level in the.

A. Price level, agregate economy
B. Tax rate, government ebudget
C. Wage rate, labour market
D. Interest rate, market for loanable
funds

10 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

11 By restricting labour supply a trade union can _________ and_______

A. Increase the wage, increase
employment
B. Maintain the wage, increase
employment
C. Increase the wage lower
employment
D. Maintain the wage, lower
employment

12 The key issues of macroeconomics are
A. Unemployment
B. Inflation
C. Economic growth
D. All of the above

13 Top footballers land to earn more than lecturers because.

A. Footballers give more
entertainment
B. Lecturers are lazy
C. The labour markets are imperfect



13 Top footballers land to earn more than lecturers because. C. The labour markets are imperfect
D. Top footballers are relatively
scarce in relation to lecturers

14 With fixed exchange rates and no private currency flow, when the central bank buys
domestic currency the domestic money supply is.

A. Increased
B. Unaffected
C. Reduced
D. All of the above

15 In the absence of international capital controls, central banks set ______ to provide the
correct incentive for speculators

A. Money supply targets
B. Income policy
C. Interest rates
D. Inflation targets

16 If banks and the private sector decide to hold less cash the money multiplier will be.
A. Unchanged
B. Larger
C. Smaller
D. unstable

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

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

20 a demand curve can shift because of changing.
A. Incomes
B. Prices of related goods
C. Testes
D. All of the above


