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20MECC02 Macro Economic Theory-I

                                                                            PART A                                       10 x 1 = 10       
           	Choose the Correct Answer

1.  Which among the following is not a characteristic of stagflation?
     a. High inflation		b. High unemployment   	c. Low growth    	d. High employment

2.  The National income is equal to 	
     a. GNP – Subsides – Taxes	        			b.  NNP – Indirect Taxes +Subsidies	
     c. NNP – Direct Taxes +Subsidies        		d.  GNP – Subsidies + Taxes

3.  If the consumption function passes through the origin, then APC = MPC is must be
     a. Linear without any intercept	
     b. Non-linear without any intercept
     c. Linear with a negative intercept on the income axis	
     d. linear with a positive intercept on the consumption axis

4.  Given the consumption function C= 205+0.9y what is the multiplier?
     a. 0.09		   	b. 0.9           			c. 10.0		d. 9.00

5.  Given the total investment expenditure an increase in the propensity to save will lead to a
     a. fall in the rate of interest 				b. fall in income	
     c. rise in the rate of interest				d. rise in income

6.  What does the term Gross investment mean while denoting a national economy?
     a. Gross investment =Net investment +Depreciation
     b. Gross investment =Net investment – Depreciation
     c. Gross investment = Depreciation – Net investment     
     d.  None of the above

7.  Which of the following describes the phase of a business cycle that occurs after and before a    
     peak?
     a. Lag			b. Contraction 		c. Consolidation 	d. Expansion

8.  Based on accelerator –multiplier interaction, whose theory of trade cycles generates 
     constrained cycles?
     a. Kaldor			b. Samuelson	 	c. Hicks		d. Baumol

9.  Which one of the following is unlikely to be an objective of macro-economic policy?
     a. Strong economic growth     				b. stable prices  
     c. Full employment   					d. low tariff levels

    10. Economics that passes judgment or provides advice on policy actions is called
     a. positive economics  					b. negative economics  
     c. normative economics 				d. descriptive economics
 



Part B		                                     5 x 6 = 30
Answer ALL questions
Each answer should not exceed 400 words or two pages


11.a. Explain the impact of great depression in 1930’s on World economy.
(or)
11.b. Explain the needs and objectives of green accounting.

12.a. What is stagflation? How its impact on export and import during 1970’s and 1980’s?
(or)
12.b. What are the determinants of consumption function?

13.a. Bring out the permanent income hypothesis of consumer behaviour.
(or)
13.b. Trace the relationship between APC and MPC.

14.a. What are the characteristics of business cycle?
(or)
14.b. Write a note on Multiplier and Accelerator interaction.

15.a. What is macroeconomic policy? Why does the need for macroeconomic policy arise?
(or)
15.b. What are the assumptions of Mundell Fleming model?



						             Part C                                                     5 x 12 = 60
 Answer ALL questions
Each answer should not exceed 800 words or four pages


16.a. Discuss the various methods of measuring national income.
(or)
16.b. Illustrate graphically the circular flows of income and expenditure in a four-sector model.

17.a.  Describe the absolute income hypothesis with main properties and weaknesses.
(or)
17.b. Discuss the Keynesian Psychological law of consumption theory.

18.a. Critically analyse the accelerator theory of investment.
(or)
18.b. Discuss the significance of profit theory of investment.

19.a. Analyse the Hicks theory of trade cycle. 
(or)
19.b. What do you mean by simple multiplier? Explain working of multiplier and mention its 
         leakages.

20.a. Explain the major objectives and instrument of macroeconomic policy.
(or)
20.b. Discuss the Tinbergen rule of policy formulation in macroeconomic theory				 
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