
PPSC Economics Topic 3 Macro Economics

Sr Questions Answers Choice

1 In the long run an increase in government purchases of military equipment would cause
output to _________ and the aggregate price level to

A. Stay constant fall
B. fall ; fall
C. fall ; stay constant
D. stay constant ; rise

2 The costs of disinflation would be low if

A. Expected inflation falls as inflation
falls
B. Wages and price controls were
used
C. The Phillips curve were nearly
horizontal
D. The Phillips curve adjusted slowly
to changes in inflation

3 The fraction of additional current income that a person consumes in the current period is
known as the

A. Consumption smoothing motive
B. Consumption deficit
C. Saving rate
D. marginal propensity to consume

4 A decrease in the marginal propensity to import will lead to.
A. An increase in GNP
B. Lower the multiplier
C. An increase in imports
D. A decrease in imports

5 Characteristics of economic laws are

A. Mere statement of economic
tenduencies
B. Less certain
C. Hypothetical
D. All of the above

6 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

7 The negative relation ship between unemployment and inflation is know as the
A. Aggregate supply curve
B. Aggregate demand curve
C. Philipps curve
D. Efficiency wage line

8 Which one of the following would cause demand pull inflation.

A. Increases iin production costs
B. Wage gains in proportion
productivity gains
C. An increase in aggregate demand
with shortages of sup ply
D. Monoposonistic labor markets

9 Classical economics believe that in the short run.

A. Money neutrality exists and prices
adjust rapidly
B. Money neutrality does not exist
and prices adjust rapidly
C. Money neutrality does not exist
and prices adjust rapidly
D. Money neutrality exists and prices
do not adjust rapidly.

10 The gift exchange motive suggests that

A. Workers value benefits like health
insurance more than job security
B. Workers prefer a nice work
environment even if they must accept
lower wages.
C. Workers who feel well treated will
work harder and more efficiently
D. Workers will shirk if they are paid
a low wage

11 The econometric problem of errors in variables leads to

A. Ballasted estimates of regression
coefficients.
B. Autocorrelation
C. Unbiased estimates of regression
coefficients but non minimum
variance of estimated coefficients.
D. None of the above

A. Fine turning of deamand
B. Monetarism



12 The practice of using fiscal and monetary policy to stabilize the economy is known as. B. Monetarism
C. Laissez faire economics
D. Supply side economics

13
Suppose your company is in equilibrium with its capital stock at the desired level A
permanent decline in the expected real interest rate now has what effect on your desired
capital stock

A. Raises it because the future
marginal productivity of capital is
higher
B. Lowers it because the future
marginal productivity of capital is
lower
C. Raises it because the user cost of
capital is now lower
D. Lowers it because the user cost of
capital is now higher

14 Suppose there is full employment and a neoclassical aggregate supply schedule A 105
increases in the nominal money supply.

A. Has no effect upon the price level
B. Increase the rate of interest
C. Increase the nominal wage 10%
D. Increase the real money supply
10%

15 An economy is in inflationary equilibrium A sustained increase in government appending
shifts.

A. DAD rightward for one period
B. DAD and DAS right ward
permanently
C. DAD right ward and a new
equilibrium
D. DAD right ward and a new
equilibrium.

16 Which of the following events would lead to an increase in the marginal product lf labor for
every equantity labor.

A. An increase in the real wage
B. A decrease in the real wage
C. A favorable supply shock such as
a fall in the price of oil
D. an adverse supply shock such as
a reduced supply of raw materials.

17 In long run a reduction in labor supply would cause output to __ and the aggregate price
level to.

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

18 The hypothesis would the tested with

A. A two tailed test
B. A one tailed test with the rejection
region in the left tail
C. a one tailed test with the rejection
region on the right tail
D. The normal distiribution

19 In closed economic model aggregate demand is not sensitive to.
A. Interest rates
B. Exchange rates
C. Price level
D. Tax policy

20 According to Keynesian macro economics price adjust _____ to shocks, so the government
should.

A. Slowly ; do little
B. Rapidly ; do little
C. Rapidly ; fight recessions
D. Slowly ; fight recessions


