
PPSC Economics Topic 3 Macro Economics

Sr Questions Answers Choice

1 The equilibrium level of employment achieved after the complete adjustment of wages and
prices, is known as the.

A. Zero unemployment level of
employment
B. Natural state
C. Invisible handshake
D. Full employment level of
employment

2 According to Keynesians the primary source of business cycle fluctuation is.
A. Aggregate demand shocks
B. Productivity shocks
C. Oil price shocks
D. Consumer confidence shocks

3 In the long run, an increase in productivity would cause output to _________ and the
aggregate price level to

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

4 When total utility becomes maximum then marginal utility will be.
A. Minimum
B. Average
C. Zero
D. Negative

5 When a person received an increase in wealth, what is likely to happen to consumption and
saving.

A. Consumption increase and saving
increases.
B. Consumption increases and
saving decreases
C. Consumption decreases and
saving increases
D. Consumption decreases and
saving decreases

6 When plotted with the aggregate price level on the vertical axis and output on the horizontal
axis, the long run aggregate supply curve.

A. slopes upward
B. Sloped downward
C. Is vertical
D. Is horizontal

7 A temporary adverse productivity shock would.

A. Shift the labor supply curve
upward
B. Decrease the level of employment
C. Decrease future income
D. Decrease the expected future
marginal product of capital

8 In a model in which there is no government new investment capital replacement or
international trade the market value of final output equals.

A. Aggregate consumption
B. The sum of the receipts of
economic resources
C. The sum of wages rent interest
and profit
D. All of the above

9 Deflation occurs only when

A. Some prices fall but average
prices still rise
B. All prices for all goods fall
C. The average price level falls
D. The average price level increases
bat at a slower rate than before

10 The main cause of cyclical unemployment is that.

A. Firms engage in race gender and
sex discrimination in their hiring
practices.
B. Some induvial do not have
marketable job skills.
C. the level of overall economic
activity fluctuates
D. Workers offer voluntarily quit a job
to look for a better job.

11 The two main characteristics of the production function are.

A. It slopes downward from left to
right and the slope become flatter as
teh input increases
B. It slopes upward from left to the
right the slope becomes steeper as
the input increase
C. It slopes upward from left to right
unput increases
D. It slopes downward from left to



D. It slopes downward from left to
right and the slope becomes steeper
ath the input increase

12 Ineven A occurs the payoff will be Rs.5,670.00 . the probability of event A occurring is .87
What is the expected payoff of event A.

A. Rs.5,670.00 9d)
B. Rs.4,832.10
C. Rs. 4,932.90
D. Rs.5000.00

13 The three main components of the aggregate demand aggregate supply model include.
A. AD, SRAS, LM
B. SRAS, LRAS, IS
C. AD, IS, LM
D. AD, SRAS, LRAS

14 A decrease in wealth 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 the right only in
poeple face borrowing constraints.

15 The multiplier which specifically refers to an equal increase in government spending and
taxes, giving rise to that same equal increase in national income is called.

A. the Keynesian multiplier
B. The balanced budget multiplier
C. the deficit multiplier
D. None of the above

16 Economics is the science of Wealth who gave this definition.
A. J-x Mehta
B. Marshall
C. Adam Smith
D. Robbins

17 Which of the following changes shifts the SRAS curve up.

A. Ani increases in the labor force
B. A decrease in government
purchases
C. An increase in firms costs
D. An increase in the money supply

18 Suppose nominal GNP is Rs.500 in year 1, the base year If the GNP deflator doubles by
year 6 while real output has increased 40% nominal output in year 6 equals.

A. Rs.2000
B. Rs.1400
C. Rs.1000
D. Rs.750

19 The valued of expenditure multiplier relates.

A. The change in autonomous
spending to the change in income
B. the change in consumption to
change in income
C. The change in come to the
change is consumption
D. The change in income to the
change in autonomous spending.

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


