
PPSC Economics Topic 3 Macro Economics

Sr Questions Answers Choice

1 The use of micro economics policies to smooth or moderate the business cycle is known as.
A. Aggregate demand management.
B. Aggregate supply management
C. Automatic stabilization
D. Discretionary policy

2 The estimated regression coefficient for good Y indicates

A. Goods X and Y are independent
goods
B. Good Y is relatively elastic
C. Good Y is a luxury good
D. Goods X and Y are
complementary goods

3 The long run aggregate supply curve
A. Is vertical
B. slopes upward
C. Is horizontal
D. Slopes downward

4 An increase in autonomous net exports
A. Shifts IS rightward by k, ox
B. shifts IS left eard by k, AX
C. Increase the slope of IS
D. Decreases the slope of IS

5 Using the Keynesian model , the effect of a decrease in the effective tax rate on capital
would be to cause_____ in the real interest rate and __ in output in the long run.

A. An increase ; no change
B. A decrease ; no change
C. An increase ; an increase
D. No change ; a decrease

6 When the economy goes into are cession there's an increase in.
A. Frictional unemployment
B. structural unemployment
C. Cyclical unemployment
D. Voluntary unemployment

7 Which of the following methods is used for internalizaing positive externalities

A. Positive taxes
B. Government exchange of property
rights
C. Effluent fees
D. Corrective substidies

8 In which of the following situations will an increase in the money supply have no effect upon
equilibrium income.

A. LM is steeply sloped and IS is
relatively flat
B. LM is vertical and IS si steeply
sloped
C. LM is steeply sloped and IS is
vertical
D. LM is relatively flat as is IS

9 A change in autonomous spending is represented by.

A. A movement along a spending line
B. A shift of a spending line
C. A change in a behavioral
coefficient.
D. None of these

10 The philippic curve is the relation between inflation and unemployment that hold for a given
natural rate of unemployment. and a

A. Given rate of inflation
B. Given expected rate on inflation
C. Given level of unemployment
D. Given expected level of
unemployment

11 GDP difference between GNP because.

A. GDP = GNP - net factor payments
from abroad
B. GNP = GDP -net factor payments
from abroad
C. GDP = GNP -capital consumption
allowances
D. GNP = GDP -capital consumption
allowances.

12 The fact that the Production function relating output to capital becomes flatter as we move
from left to right means that.

A. The marginal product of labor is
positive
B. The marginal product of capital is
positive
C. There is diminishing marginal
productivity of labor
D. There is diminishing marginal
productivity of capital



13 Net National product equals.

A. Gross national product minus
indirect business taxes
B. Gross national product minus
depreciation
C. National income minus indirect
business taxes
D. National income pluses
depreciation

14 An increase in the expected future marginal product of capital would cause the IS curve to.

A. Shift up and to the right
B. Shift down and to the left
C. Remain unchanged if firms face
borrowing constraints otherwise shift
down and to the left
D. Remain changed

15 According to Okun's law an increase in the unemployment rate will cause_______ in the
level of empolyment and __ in the level of output.

A. An increase ; an increase
B. An increase; a decrease
C. A decrease ; an increase
D. a decrease ; a decrease

16 A temporary decline in productivity would cause the IS curve to.

A. Shift up and to the right
B. Shift down and to the left
C. Remain unchanged
D. Shift up and to right only if people
face borrowing constraints

17 A situation in which expansionary in monetary policy has no effect on the economy is known
as.

A. Macro economic stabilization
B. A liquidity trap
C. A depression
D. Capital flight

18 The monetary base in composed of.
A. Gold and silver
B. Currency only
C. Currency and reserves
D. Currency and checkable deposits

19 In the Keynesian model in the short run a decrease in government purchases causes output
to _____ and the real interest rate to.

A. fall ; rise
B. fall ; fall
C. rise ; rise
D. rise; fall

20 A mathematical expression relating the amount of output produced to quantities of capital
and labor utilized is the.

A. Real interest rate
B. Productivity relation
C. Production function
D. Marginal product


