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SOUTH EASTERN UNIVERSITY OF SRI LANKA

FIRST YEAR EXAMINATION IN BACHELOR OF BUSINESS ADMINISTRATION
/COMMERCE (EXTERNAL) — 2008 / 2009 HELD IN APRIL - 2009

BBA / COM 14 (II) - MACRO ECONOMICS

Answer all questions. Time: 03 hours.

01.

02.

03.

Briefly explain the following Macro Economics Concepts.
y exp g p

i.
1.
iii.
1v.
V.
V1.

Vii.

Viil.

(a)

(b)

(©

(a)

(b)

Inflation and deflation

Investment Multiplier

Macro Economics Variables

Good Market and Money Market

Say’s Law of Market

Autonomous Investment and Induced Investment
Philips Curve

Fiscal policy
(2.5 X 8 =20 Marks)

Explain the Marginal efficiency of the capital?
(04 Marks)

Briefly explain the development of Macroeconomic analysis.
(06 Marks)

List out the Macro economics objectives. Do you admit that these
objectives are Interrelated among them? Give justifications for your
answers.

(10 Marks)

Briefly explain the Milton Friedman Quantity theory of money.

(08 Marks)

Discuss bricfly the Cambridge version of the quantity theory of money,

and explain how it differ from fisher’s approach.
(12 Marks)
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04— (a)—What'is meant by “Keynsian Revaluation” o
» ‘ - — (05 Marks)
(b) How do you differentiate the Cost push inflation from demand pull
inflation?

(07 Marks)
(c) Analyze the applicability of cost push inflation in the context of Sri Lanka.
(08 Marks)

05.

‘a. The following details .

describe an open economy (All yalues are in million rupees)

Income 800
MPC 0.8
Budget deficit 30
Import 50
Export 60
APS 0.1
Investment 50

Tax = . 60

Calculate the following . .

i. Equilibrium Level of income -
_ (02 marks)
ii.  Consumption function :
o (01 mark)
iii. Saving function
Ve ' (01 mark)
iv. Multiplier .
, (01 mark)
v. How much should Government spend to increase the Equilibrium level of
National income up to 1010M
4 (01 mark)
Vi. Calculate the impact of a decrease in investment by 50% on the equilibrium
level of income
(01 mark)
vii Indicate all details in a diagram? :
(03 marks)
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b. The following equations are related with a closed economy without government
Jinterference. : : e

( All data are in Million rupees)

Consumption function (C) =100+08Y
Investment function (I} . . =150- 6r
Demand function of Money (L) =0.2y-2r
Money Supply =150
Find out the following
i. IS equation '
' (02 marks)
ii. LM equation ) :
: (02 marks)
iii. General Equilibrium level of income and rate of interest ’ '
(02 marks)
iv. Consumption and investment in General Equilibrium level of income
' : ‘ (02 marks)
v. Draw IS, LM Curves in a graph : : .
(02 marks)
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