
PPSC Economics Topic 3 Macro Economics

Sr Questions Answers Choice

1 The long run Phillips curve is
A. Vertical
B. Horizontal
C. Upward sloping
D. Downward sloping

2 The reason that only final sales are counted in GDP is

A. To avoid double counting good
that are sold so as to be resold
B. To not count production in other
countries
C. Because the government can't get
records on intermediate sales.
D. To simplify the computation and
no other reason

3 During inflation.
A. Lenders lose borrowers gain.
B. Borrowers lose , lenders gain
C. The real interest rate rises
D. Borrowers and lenders both lose.

4 The short run aggregate supply curve the absence of misperceptions.
A. Is vertical
B. Slopes upward
C. Is horizontal
D. Slopes downward

5 Most industrial construes generally considered _______ as the most important economic
goal

A. External balance
B. Internal balance
C. Maximum efficiency for business
D. Maximum efficiency for labor

6 If the rate of growth of a full employment labor forc eis 1.55 and 2.55 then the celling rate of
growth of real GNP, according to Hick's theory of a constrained business cycle,is.

A. 1.5 %
B. 2.55
C. 4.0%
D. 1.7%

7
If the economy is in equilibrium at Rs. 180 billion and taxes are reduced by Rs.20 billion, find
the new equilibrium given that this is a simple economy i.e. exogenous government spending
tax collection and investment spending and a marginal propensity to consume of . .75

A. 60
B. 200
C. 250
D. 240

8 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

9 The key difference between classical and Keynesian macro economist is their differing
beliefs about.

A. The slope of the aggregate
demand curve
B. The speed at which prices adjust
C. The natural rate of unemployment
D. The full employment level of
output

10 Which of the following assets is most liquid.
A. Shares of stock in IBM
B. Land
C. Gold
D. Currency

11 Desired national saving would increase unambiguously if there were

A. An increase in current output and
expected future output
B. An increase in expected future
output and government purchases
C. An increase in expected future
output and the expected real interest
rate
D. A fall in both government
purchases and expected future
output

12 The origin of the idea of a trae off between inflation and unemployment was a 1958 article by
A. A.W Philips
B. Edmund phelps
C. Milton Friedman
D. Robert Gordon

13 By definition, the marginal propensity to consumes.

A. Equals OC/A Yd
B. Is the behavioral coefficient c in
the equation C = C + cYd
C. Is the slops of the consumption



13 By definition, the marginal propensity to consumes. C. Is the slops of the consumption
function.
D. All of the above

14 A decrease in the effective tax rate on capital would cause the IS curve to.

A. Shift up and to the right
B. shift down and to the left
C. Remain unchanged
D. Remain unchanged if taxes are
fully deducible from income
otherwise, shift up and to the right

15 Which of the following is an example of a productivity shock.

A. The introduction of new
management techniques
B. A change in taxes on corporate
profits
C. A change in the level of
government transferors
D. An increase in the money supply

16 If government tax function is T = 80 + .6 Y and the marginal propensity to consume is a
constant 8 and increase in GNP of Rs.50 would cause consumption to.

A. Increase by Rs.16
B. Decrease by Rs.16
C. Increase by Rs.40
D. Decrease by Rs.30

17 If government spending of Rs. 10 and a lump sum tax of Rs.10 is added, the empirical
equation for the new IS curve becomes.

A. Y = 285 + 20 I
B. Y = 270 - 10 i
C. Y = 285 - 50 i
D. Y = 210 - o.5 i

18 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

19 Appreciation of the U.S. dollar results in.

A. U.S. tourists traveling abroad
being worse off
B. U.S. imports increasing.
C. Foreign currency buying more
U.S. goods and services.
D. No change iin foreign pucchases
or sales.

20 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


