
PPSC Economics Topic 11 Assess Your Basics

Sr Questions Answers Choice

1 In the circular flow we would expect leakages to __________ injections.
A. equal
B. be less than
C. by greater than
D. Be less or greater than

2 In a fixed exchange rate regime, the central bank will intervene by __ pounds to ______ the
exchange rate.

A. Selling, increase
B. buying , increase
C. selling, reduce
D. both b and c

3 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

4 Short run equilibrium output means that aggregate demand _ actual output
A. is less than
B. equals
C. is greater than
D. fluctuates around

5 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

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

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

A. Tax evasion
B. Poor statistics
C. The lags between statistical
collection and publication .
D. Smuggling

8 The AD schedule indicates that______ inflation is associated with______ output.
A. higher , lower
B. Higher , higher
C. Lower , lower
D. zero ,zero

9 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

10 Market failure may arise because of.
A. Imperfect competition
B. Taxation
C. Externalities
D. All of the above

11 For a competitive firm its short run supply curve is ________ and its long run supply curve
is.

A. SMC , LMC
B. SMC above SAVC, LMC above
LAC
C. SMC below SAVC, LMC above
LAC
D. SMC Below SAVC, LMC below
LAC

12 The opportunity cost of a good is.

A. The time lost in finding it
B. The quantity of other goods
sacrificed to get another unit of that
good
C. The expenditure on the good
D. The loss of interest in using
savings

13 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

A. Increased



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

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

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

17 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.

18 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

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

20 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


