
PPSC Economics Topic 11 Assess Your Basics

Sr Questions Answers Choice

1 The cost of using capital services is the
A. wage rate of capital
B. Interest charges
C. Marginal capital cost
D. Rental rate for capital

2 The opportunity cost of a student is.

A. Course fees and rent
B. A loan from the bank
C. What the student could have
earned in the best job available by
not studying.
D. What the student will earn after
graduation.

3 International difference in opportunity costs lead to countries acquiring.
A. Comparative advantage
B. High exchange rates
C. Trade exchange rates
D. Trade barriers

4 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

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 single European Act committed_ governments to a ___ in 1992

A. European union, single market
B. Western European, single
currency area
C. European union, single currency
area
D. Western European, single market

7 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.

8 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

9 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

10 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%

11 A competitive firm produces a level of output at which.
A. Price is greater than marginal cost
B. Price equals marginal cost
C. Price is less than marginal cost
D. None of the above

12 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

13 The real value can be derived from a nominal value by
A. Adjusting changes over time
B. Adjusting for data collection errors
C. Adjusting for population changes
D. Adjusting for changes in prices

A. Producers are price takers



14 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

15 The opportunity cost of acquiring education is.

A. Course fees
B. Course fees and living expenses
C. The earning foregone
D. Course fees, living expenses and
textbooks

16 A current account deficit means that a country may.

A. Reduce its stock of foreign assets
B. Increases its stock of foreign
assets
C. Increases its savings
D. Increases its foreign currency
reserves.

17 On a graph a positive linear relation ship.
A. Moves down to the right
B. Moves up to the left
C. Moves up to the right
D. Modes down to the left

18 Starting from a position of internal and external balance a reduction in aggregate demand
will cause a current account.

A. Deficit
B. Surplus
C. Revaluation
D. Devaluation

19 If both Marginal cost and marginal revenue increase, a firm.

A. Should increase output
B. Should reduce output
C. Will require further information on
how to respond
D. should not change output

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


