
PPSC Economics Topic 11 Assess Your Basics

Sr Questions Answers Choice

1 Holding all factors constant except one and increasing a variable factor is expected to lead to
steadily decreasing marginal product of the factor this is an example of.

A. Decreasing returns to scale
B. The law of diminishing returns
C. Constant returns to scale
D. an inefficient production technique

2 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

3 A fixed exchange rate, plus perfect capital mobility _______ the scope for monetary policy.
A. Enhances
B. Undermines
C. Encourages
D. Facilitates

4 Real business cycle theorists argue that ___________ can explain short and long term
fluctuations in output.

A. Imperfect labour markets
B. Rational expectations
C. Intertemporal decisions of
households firms and government.
D. Sun spot cycles

5 The multiplier accelerator model assumes _______ depends on.

A. Consumption, expected future
profits.
B. Investment, interest rates.
C. Investment expected future profits.
D. Stock building, interest rates.

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

7 The long run Philips curve is _________ at the ______

A. Horizontal natural rate of inflation
B. Horizontal , natural rate of
unemployment
C. Vertical , natural rte of inflation
D. Vertical , equilibrium rate of
unemployment.

8 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

9 In the EMU a country's competitiveness can change because of.

A. Interest rate adjustment
B. Central bank intervention i the
forex
C. Domestic wage and price
adjustment
D. Devaluations

10 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

11 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

12 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

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

Positive cross elasticities suggest that goods are ______ and negative cross elasticities that
A. Substitutes, interior
B. Normal, complements



14 Positive cross elasticities suggest that goods are ______ and negative cross elasticities that
goods are.

B. Normal, complements
C. Substitutes, complements
D. Normal , interior

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

16 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

17 Top footballers land to earn more than lecturers because.

A. Footballers give more
entertainment
B. Lecturers are lazy
C. The labour markets are imperfect
D. Top footballers are relatively
scarce in relation to lecturers

18 the Maastricht criteria for entry to the EMU are that applicants should have
A. Low inflation
B. Low interest rates
C. Stable nominal exchange rate
D. All of the above

19 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

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


