
PPSC Economics Topic 11 Assess Your Basics

Sr Questions Answers Choice

1 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

2 If a long average cost rises, output rises from left to right this is an example of.
A. Increasing returns to scale
B. Decreasing returns to scale.
C. Constant returns to scale
D. the minimum efficient scale

3 When a market is contestable , incumbent firms must.________ to avoid the entry of new
competitors.

A. Behave like competitive firms
B. Agree to act together
C. Differentiate their products
D. Practice price discrimination

4 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

5 A person who is made redundant because of the contraction of an industry is a victim of.
A. Frictional unemployment
B. Demand deficient unemployment
C. Classical unemployment
D. Structural unemployment

6 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

7 All of the following are types of imperfect competition except
A. Monopolistic competition
B. Oligopoly
C. Monopoly
D. Unfair competition

8 Starting from a balanced budget, for a given tax rate an increase in income will cause the
government budget to.

A. Move into surplus
B. Move into deficit
C. Remain unchanged
D. None of these

9 Real GNP measures income
A. Including non market activities
B. Adjusted for inflation
C. Including externalities
D. Including tax evasion

10 Normative economics form ______ based on.
A. Positive statements facts
B. Opinions, personal values
C. Positive statements values
D. Opinions facts

11 A natural monopoly has a declining ________ over a large range of output.
A. Long run marginal cost
B. Short run marginal cost
C. Long run average cost
D. Long run marginal cost

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 A competitive equilibrium is Pareto efficient because.

A. Producers are price takers
B. Consumers and producer's face
the same prices
C. Marginal costs and benefits are
equal
D. All of the above

14 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>

15 When we refer to the hidden economy we mean unrecorded income owing to.

A. Tax evasion
B. Poor statistics
C. The lags between statistical



15 When we refer to the hidden economy we mean unrecorded income owing to. C. The lags between statistical
collection and publication .
D. Smuggling

16 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

17 The value of an asset depends upon

A. Its scrap value
B. Its depreciation
C. The present value of the failure
stream of income it can earn.
D. the cost of loans

18 The theory that explains business cycles by the dynamic interaction of consumption and
investment demand is the.

A. Sun spect theory
B. Multiplier accelerator model
C. Solow theory
D. New classical theory

19 All of the following represent obstacles to LDC development except.
A. Resource scarcity
B. Low level of investment
C. Low population
D. Poor infrastructure

20 Skilled labour is relatively scarce because.

A. There are too few teachers
B. Too few student places in higher
education
C. It is costly to acquire human
capital
D. Teachers salaries are too low


