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Multiple Choice Questions: 
 
1. The following is not a subject matter of macroeconomics.  
a. National income accounting  
b. Law of demand and supply  
c. Business cycle  
d. General price level  
.  
2. One of the major assumption of the classical school is.  
a. Lack of major demand causes involuntary unemployment  
b. Government’s fiscal operations can reduce unemployment  
c. Unemployment and inflation can exist together  
d. Economy will be in Full employment equilibrium in the long run  
 
3. Keynesian theory is not based on which of the following assumptions?  
a. Supply creates its own demand  
b. Markets can fail  
c. Government intervention can reduce the impact of recession  
d. Aggregate demand determine national output. 
  
4. Which of the following school of thought in macroeconomics focuses on the role of 
money supply and central bank?  
a. Development economics  
b. Classical school  
c. Monetarism  
d. Keynesian school  
  
5. Which of the following measurements indicates how national income is distributed ?  
a. GDP  
b. GNP  
c. per capita income  
d. NNP  
 
6. The phenomenon of stagflation can be explained with which of the following  
macroeconomic theory ?  
a. Keynesian demand pull theory  
b. Supply side cost push theory .  
c. Classical theory  
d. Monetarist theory  
 
7. Which of the following is not one of limitations of macroeconomics? a. Unable to study 
aggregate measurements pertaining to an economy  
b. Models not theories are abstract and mathematical  
c. Does not account for micro level difference.  
d. Prescribes policies that are too general to solve specific problems  
 



8. Which of the following type of economy deals with the rest of the world?  
a. Closed  
b. Open  
c. Only developed  
d. Only developing  
 
9. Which of the following economy is in equilibrium when investment is equal to saving ?  
a. Closed  
b. Open  
c. Developing  
d. Developed  
 
10. In which of the economy the leakages in the form of savings and taxes arise in the  
circular flow of income?  
a. Two sector  
b. Three sector  
c. Open  
d. One sector  
 
11. In a circular flow economy,fims supply  
a. Labour  
b. Goods and services  
c. Land  
  
12. In a three sector economy,we do not include income expenditure of.  
a. Government  
b. External sector  
c. Household  
 
13. The four sector circular flow economy does not include  
a. Word economy  
b. Financial market  
c. Crude oil reserves in oil wells  
 
14. What is the total money value of final goods and services produced within the domestic  
territory of the country during a given year?  
a. GDP  
b. GNI  
c. NNI  
 
15. What is the total money of the goods and services produced by the Nationals during a 
given year?  
a. GNI  
b. GDP  
c. NDP  
 
16.which of the following measures the real growth of the economy?  
a. GDP at constant prices  
b. GDP at current price  
c. NDP at current price  
d. GNI  



 
17. Which of the following is the sum of all income actually received by the people in the 
country?  
i. Personal income  
ii. National income  
iii. GDP  
iv. GNI  
 
18. GNI is an open economy is equal to  
i. GDP+(x-m)  
ii. GDP+(x-m)+R-P  
iii. GDP+(R-P)  
 
19. Price deflator helps us to work out national income at  
i. Constant prices  
ii. Current price  
iii. Future price 
 
Which of the following formulas is uesd to calculate GGDP?  
i. GDP+ net factor income from abroad  
ii. GDP+ C+I+ G  
iii. GDP- depreciation  
iv. GDP- net natural capital consumption.  
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