Macroeconomics

	.
	Question:
	The cost of going to college is ______.

	 
	Your Answer:
	        

[image: image1.wmf]
tuition and the cost of housing

   

        

[image: image2.wmf]
tuition, the cost of housing, and the cost of books

   

        

[image: image3.wmf]
tuition, the cost of housing, the cost of books, and forgone income
   CORRECT
        

[image: image4.wmf]
forgone income only

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	2.
	Question:
	After eating three slices of pizza, you decide to squeeze in one more piece. Your decision is an example of the economic principle called ______.

	 
	Your Answer:
	        

[image: image5.wmf]
opportunity-cost decision

   

        

[image: image6.wmf]
people respond to incentives

   

        

[image: image7.wmf]
equity decision

   

        

[image: image8.wmf]
marginal decision
   CORRECT


	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	3.
	Question:
	The best measure of the opportunity cost of any choice is ______.

	 
	Your Answer:
	        

[image: image9.wmf]
the monetary cost of that choice

   

        

[image: image10.wmf]
whatever you have given up to make that choice, even if no monetary costs are involved
   CORRECT
        

[image: image11.wmf]
the cost associated with not taking full advantage of the opportunity offered by that choice

   

        

[image: image12.wmf]
none of the above

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	4.
	Question:
	Which of the following is an example of marginal analysis?

	 
	Your Answer:
	        

[image: image13.wmf]
What additional output does a family business produce when it hires one more worker?
   CORRECT
        

[image: image14.wmf]
How do tax cuts change the growth rate of median income?

   

        

[image: image15.wmf]
When a large corporation lays off workers, how do profits change if sales remain constant?

   

        

[image: image16.wmf]
A commuter takes the bus to work rather than driving.

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	5.
	Question:
	Economists tend to believe that to change people's behavior ______.

	 
	Your Answer:
	        

[image: image17.wmf]
you must appeal to their concern for society

   

        

[image: image18.wmf]
you must change their incentives
   CORRECT
        

[image: image19.wmf]
you must legislate the change

   

        

[image: image20.wmf]
none of the above can be done to change people's behavior

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	6.
	Question:
	Individuals gain from trade because ______.

	 
	Your Answer:
	        

[image: image21.wmf]
of specialization in production
   CORRECT
        

[image: image22.wmf]
they can sell at a lower price than they can buy at

   

        

[image: image23.wmf]
self-sufficiency is efficient

   

        

[image: image24.wmf]
of all of the above

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	7.
	Question:
	Which of the following statements is correct?

	 
	Your Answer:
	        

[image: image25.wmf]
Resource scarcity is not a major economic concern in the rich countries of the world.

   

        

[image: image26.wmf]
While opportunity costs usually exist, some opportunity costs are zero.

   

        

[image: image27.wmf]
An economic situation is in equilibrium when no individual would be better off taking a different action.
   CORRECT
        

[image: image28.wmf]
Some very talented, skilled individuals who can do everything better than most people should not specialize in doing any one thing.

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	8.
	Question:
	Market failure occurs when ______.

	 
	Your Answer:
	        

[image: image29.wmf]
prices of essential goods such as gas become very high

   

        

[image: image30.wmf]
individual actions have side-effects that are not properly taken into account
   CORRECT
        

[image: image31.wmf]
mutually beneficial trades take place

   

        

[image: image32.wmf]
all of the above occurs

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	9.
	Question:
	When markets don't achieve efficiency, then _____.

	 
	Your Answer:
	        

[image: image33.wmf]
they must achieve equity

   

        

[image: image34.wmf]
government must be participating in the market

   

        

[image: image35.wmf]
government may intervene to improve society's welfare
   CORRECT
        

[image: image36.wmf]
none of the above occurs

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	10.
	Question:
	Which of the following is NOT one of the four basic principles for understanding individual choice?

	 
	Your Answer:
	        

[image: image37.wmf]
Resources are scarce.

   

        

[image: image38.wmf]
The real cost of something is the money that you must pay to get it.
   CORRECT
        

[image: image39.wmf]
“How much?” is a decision at the margin.

   

        

[image: image40.wmf]
People usually take advantage of opportunities to make themselves better off.

   




unit 2

	1.
	Question:
	When building a model, economists ______.

	 
	Your Answer:
	        

[image: image41.wmf]
simplify reality in order to highlight what really matters
   CORRECT
        

[image: image42.wmf]
attempt to duplicate reality in all its complexity

   

        

[image: image43.wmf]
ignore the facts, and instead try to determine what the facts should be

   

        

[image: image44.wmf]
do all of the above

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	2.
	Question:
	With trade, a country may ______.

	 
	Your Answer:
	        

[image: image45.wmf]
consume outside its production possibilities frontier
   CORRECT
        

[image: image46.wmf]
consume inside its production possibilities frontier

   

        

[image: image47.wmf]
find its production possibilities frontier will shift outward

   

        

[image: image48.wmf]
do none of the above

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	3.
	Question:
	All points on the production possibilities frontier represent _______.

	 
	Your Answer:
	        

[image: image49.wmf]
efficient production points
   CORRECT
        

[image: image50.wmf]
inefficient production points

   

        

[image: image51.wmf]
non-feasible production points

   

        

[image: image52.wmf]
economic growth

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	4.
	Question:
	The production possibilities frontier is bowed-out from the origin, because ______.

	 
	Your Answer:
	        

[image: image53.wmf]
resources are not equally suited for the production of both goods
   CORRECT ANSWER
        

[image: image54.wmf]
resources are scarce

   

        

[image: image55.wmf]
economic growth leads to inefficiency

   INCORRECT
        

[image: image56.wmf]
resources are inefficiently used

   



	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	5.
	Question:
	The opportunity cost of production ______.

	 
	Your Answer:
	        

[image: image57.wmf]
is the price of a good

   

        

[image: image58.wmf]
is what you give up to produce the good
   CORRECT ANSWER
        

[image: image59.wmf]
decreases as production increases

   

        

[image: image60.wmf]
both b and c

   INCORRECT


	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	6.
	Question:
	The production possibilities frontier will shift outward for all of the following reasons except ______.

	 
	Your Answer:
	        

[image: image61.wmf]
an increase in the unemployment rate
   CORRECT
        

[image: image62.wmf]
an increase in the labor force

   

        

[image: image63.wmf]
an improvement in technology

   

        

[image: image64.wmf]
an increase in worker productivity

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	7.
	Question:
	Free trade between countries _______.

	 
	Your Answer:
	        

[image: image65.wmf]
should be based on absolute advantage

   INCORRECT
        

[image: image66.wmf]
will allow wealthy countries to exploit less developed nations

   

        

[image: image67.wmf]
will shift the domestic production possibilities frontier to the right

   

        

[image: image68.wmf]
will allow for greater levels of consumption than without trade
   CORRECT ANSWER


	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	8.
	Question:
	Which of the following statements is true?

	 
	Your Answer:
	        

[image: image69.wmf]
Some very talented people have a comparative advantage in everything they do.

   

        

[image: image70.wmf]
Some very untalented people have a comparative advantage in nothing they do.

   

        

[image: image71.wmf]
Some very talented people have a very low opportunity cost in everything they do.

   

        

[image: image72.wmf]
It is possible to have an absolute disadvantage in doing something but still have a comparative advantage in the same thing.
   CORRECT


	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	9.
	Question:
	The simplest circular-flow model shows the interaction between households and firms. In this model ______.

	 
	Your Answer:
	        

[image: image73.wmf]
only barter transactions take place

   INCORRECT
        

[image: image74.wmf]
households and firms interact in the market for goods and services, but firms are the only participants in the factor markets

   

        

[image: image75.wmf]
firms supply goods and services to households which, in turn, supply factors of production to firms
   CORRECT ANSWER
        

[image: image76.wmf]
attention is focused on “real” flows of goods, services, and factors of production, but money flows between households and firms are ignored for simplicity

   



	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	10.
	Question:
	Which of the following is a normative statement?

	 
	Your Answer:
	        

[image: image77.wmf]
International trade leads to expanded consumption opportunities.

   

        

[image: image78.wmf]
Higher expenditures on health care will reduce infant mortality rates.

   

        

[image: image79.wmf]
We would all be better off if we could reduce our dependence on oil imports.
   CORRECT ANSWER
        

[image: image80.wmf]
Increased defense spending will lead to higher budget deficits.

   INCORRECT


	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	


Unit 3
	1.
	Question:
	Which of the following will NOT cause an increase in demand for good X?

	 
	Your Answer:
	        

[image: image81.wmf]
a decrease in income if good X is an inferior good

   INCORRECT
        

[image: image82.wmf]
an increase in income if good X is a normal good

   

        

[image: image83.wmf]
a decrease in the price of good X
   CORRECT ANSWER
        

[image: image84.wmf]
an increase in consumers' taste for good X

   



	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	2.
	Question:
	A good is inferior if ______.

	 
	Your Answer:
	        

[image: image85.wmf]
when income increases, demand remains unchanged

   

        

[image: image86.wmf]
when income increases, demand decreases
   CORRECT
        

[image: image87.wmf]
when income increases, demand increases

   

        

[image: image88.wmf]
none of the above

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	3.
	Question:
	A technological advance in the production of automobiles will _______.

	 
	Your Answer:
	        

[image: image89.wmf]
increase the demand for automobiles

   

        

[image: image90.wmf]
increase the supply of automobiles
   CORRECT
        

[image: image91.wmf]
decrease the demand for automobiles

   

        

[image: image92.wmf]
decrease the supply of automobiles

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	4.
	Question:
	A recent news story reported that OPEC is expected to decrease the supply of oil next summer. Summer is traditionally a time of increased demand for oil because of the many families driving and flying to vacation sites. What would be the combined effect of these two events on the summer market for gasoline?

	 
	Your Answer:
	        

[image: image93.wmf]
an increase in the price and the quantity

   

        

[image: image94.wmf]
an increase in the price and an unpredictable change in the quantity
   CORRECT
        

[image: image95.wmf]
an unpredictable change in both the price and the quantity

   

        

[image: image96.wmf]
an unpredictable change in the price and a decrease in the quantity

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	5.
	Question:
	You notice that the price of DVD players falls and the quantity of DVD players sold increases. This set of observations can be the result of the ______.

	 
	Your Answer:
	        

[image: image97.wmf]
demand for DVD players shifting to the right

   

        

[image: image98.wmf]
demand for DVD players shifting to the left

   

        

[image: image99.wmf]
supply of DVD players shifting to the right
   CORRECT ANSWER
        

[image: image100.wmf]
supply of DVD players shifting to the left

   INCORRECT


	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	6.
	Question:
	Rent controls in New York City cause all of the following except ______.

	 
	Your Answer:
	        

[image: image101.wmf]
inefficiently low quality

   

        

[image: image102.wmf]
wasted resources resulting from the opportunity cost of time associated with trying to find an apartment

   

        

[image: image103.wmf]
black markets

   

        

[image: image104.wmf]
an increase in the quantity supplied of rent-controlled apartments
   CORRECT


	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	7.
	Question:
	A binding price floor causes ______.

	 
	Your Answer:
	        

[image: image105.wmf]
a shortage in the market

   

        

[image: image106.wmf]
a surplus in the market

   INCORRECT
        

[image: image107.wmf]
wasted resources

   

        

[image: image108.wmf]
both b and c
   CORRECT ANSWER


	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	8.
	Question:
	Although most economists agree that price floors and ceilings lead to inefficiency, governments continue to impose such price controls. A possible reason for this is ______.

	 
	Your Answer:
	        

[image: image109.wmf]
some people do benefit from such price controls

   

        

[image: image110.wmf]
people fear that prices will change dramatically if the price controls were removed

   

        

[image: image111.wmf]
it is politically expedient to enact regulations that benefit influential voting groups

   

        

[image: image112.wmf]
all of the above
   CORRECT


	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	9.
	Question:
	The “quota rent” refers to ______.

	 
	Your Answer:
	        

[image: image113.wmf]
the difference between the demand price and the supply price at the quota limit
   CORRECT ANSWER
        

[image: image114.wmf]
the rent received by landlords who own rent-controlled apartments

   

        

[image: image115.wmf]
the opportunity cost of using a quota-controlled service, or of buying a good that is subject to an import quota

   INCORRECT
        

[image: image116.wmf]
the minimum rent that the owner of a building must receive before he/she is willing to rent out the building

   



	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	10.
	Question:
	If an excise tax is imposed on automobiles and collected from consumers ______.

	 
	Your Answer:
	        

[image: image117.wmf]
the demand curve will shift downward by the amount of the tax
   CORRECT
        

[image: image118.wmf]
the supply curve will shift upward by the amount of the tax

   

        

[image: image119.wmf]
the equilibrium quantity supplied will increase relative to the pre-tax level

   

        

[image: image120.wmf]
the equilibrium quantity demanded will increase relative to the pre-tax level




Unit 4

	1.
	Question:
	Among the tools available to macroeconomic policy makers is _______.

	 
	Your Answer:
	        

[image: image121.wmf]
fiscal policy, control of government spending, and taxation
   CORRECT ANSWER
        

[image: image122.wmf]
anti-trust policy, to break up monopolies

   

        

[image: image123.wmf]
environmental policy, to clean up the economy

   

        

[image: image124.wmf]
all of the above

   INCORRECT


	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	2.
	Question:
	The labor force is ______.

	 
	Your Answer:
	        

[image: image125.wmf]
the total of people employed

   

        

[image: image126.wmf]
the total population

   

        

[image: image127.wmf]
the total of the population of working age

   

        

[image: image128.wmf]
the total of people employed and unemployed
   CORRECT


	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	3.
	Question:
	Secular long-run growth is the sustained upward trend in ______.

	 
	Your Answer:
	        

[image: image129.wmf]
aggregate output per person over several decades
   CORRECT
        

[image: image130.wmf]
nominal GDP over time

   

        

[image: image131.wmf]
real GDP over time

   

        

[image: image132.wmf]
aggregate output per person over the business cycle

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	4.
	Question:
	Real wages ______.

	 
	Your Answer:
	        

[image: image133.wmf]
have not been adjusted for change in prices over time

   

        

[image: image134.wmf]
have been adjusted for changes in prices over time
   CORRECT
        

[image: image135.wmf]
are after-tax wages

   

        

[image: image136.wmf]
are wages as a ratio of the minimum wage

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	5.
	Question:
	As opposed to a closed economy, in an open economy _______.

	 
	Your Answer:
	        

[image: image137.wmf]
the exchange rate is determined by the government

   

        

[image: image138.wmf]
specialization in activities with a comparative advantage is not possible

   

        

[image: image139.wmf]
trade is only beneficial to the relatively larger economy

   

        

[image: image140.wmf]
there is trade in goods, services, or assets with other countries
   CORRECT


	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	6.
	Question:
	Disposable income in a particular period is _______.

	 
	Your Answer:
	        

[image: image141.wmf]
total income earned

   

        

[image: image142.wmf]
income earned  plus government transfer payments

   

        

[image: image143.wmf]
income earned plus government transfer payments less taxes
   CORRECT ANSWER
        

[image: image144.wmf]
income earned plus government transfer payments less taxes and savings

   INCORRECT


	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	7.
	Question:
	An example of investment spending would be ______.

	 
	Your Answer:
	        

[image: image145.wmf]
purchase of a bond

   

        

[image: image146.wmf]
purchase of a loaf of bread

   

        

[image: image147.wmf]
purchase of a new productive machine
   CORRECT
        

[image: image148.wmf]
all of the above

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	8.
	Question:
	If both aggregate output and the aggregate price level increase ______.

	 
	Your Answer:
	        

[image: image149.wmf]
real GDP will increase faster than nominal GDP

   

        

[image: image150.wmf]
nominal GDP will increase faster than real GDP
   CORRECT ANSWER
        

[image: image151.wmf]
it makes no difference to real or nominal GDP

   

        

[image: image152.wmf]
either A or B may be correct

   INCORRECT


	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	9.
	Question:
	The official unemployment rate ignores _______.

	 
	Your Answer:
	        

[image: image153.wmf]
people with professional jobs

   

        

[image: image154.wmf]
people who work on commission

   

        

[image: image155.wmf]
discouraged workers who have given up looking for a job
   CORRECT
        

[image: image156.wmf]
all of the above

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	10.
	Question:
	Many economists believe that the CPI overstates inflation because ______.

	 
	Your Answer:
	        

[image: image157.wmf]
innovation forces consumers to pay more for most goods and services

   

        

[image: image158.wmf]
the Bureau of Labor Statistics collects data on the prices of only a few goods and services

   INCORRECT
        

[image: image159.wmf]
the CPI market basket doesn't reflect the fact that consumers shift consumption away from more expensive goods
   CORRECT ANSWER
        

[image: image160.wmf]
people use it to bargain for wage increases




unit 5

	.
	Question:
	Due to the presence of diminishing returns to capital, doubling the amount of physical capital available for one worker to use will _______.

	 
	Your Answer:
	        

[image: image161.wmf]
decrease output by less than a factor of two

   INCORRECT
        

[image: image162.wmf]
increase output by less than a factor of two
   CORRECT ANSWER
        

[image: image163.wmf]
increase output by exactly a factor of two

   

        

[image: image164.wmf]
increase output by more than a factor of two

   



	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	2.
	Question:
	From the standpoint of economic growth, banks are important to ______.

	 
	Your Answer:
	        

[image: image165.wmf]
fight inflation

   

        

[image: image166.wmf]
keep interest rates low

   

        

[image: image167.wmf]
channel savings into investment
   CORRECT
        

[image: image168.wmf]
channel investment into savings

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	3.
	Question:
	Economies with higher growth rates tend to be those that _______.

	 
	Your Answer:
	        

[image: image169.wmf]
have large amounts of natural resources

   

        

[image: image170.wmf]
have a stable government that protects property rights
   CORRECT
        

[image: image171.wmf]
have high levels of government regulation

   

        

[image: image172.wmf]
have all of the above

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	4.
	Question:
	The convergence hypothesis helps explain why ______.

	 
	Your Answer:
	        

[image: image173.wmf]
highly educated people converge in high-income countries

   

        

[image: image174.wmf]
high-income individuals marry other high-income individuals

   

        

[image: image175.wmf]
high-income countries continue their high growth rates

   

        

[image: image176.wmf]
high-income countries tend to have slower growth rates compared to lower-income countries
   CORRECT


	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	5.
	Question:
	The budget balance is equal to _______.

	 
	Your Answer:
	        

[image: image177.wmf]
taxes minus government transfers minus government spending
   CORRECT ANSWER
        

[image: image178.wmf]
taxes minus government spending

   INCORRECT
        

[image: image179.wmf]
government spending minus taxes

   

        

[image: image180.wmf]
taxes plus government spending minus government transfers

   



	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	6.
	Question:
	If there is an increase in the government budget deficit _______.

	 
	Your Answer:
	        

[image: image181.wmf]
the demand for loanable funds will increase, interest rates will increase, and the amount of borrowing will increase
   CORRECT ANSWER
        

[image: image182.wmf]
the demand for loanable funds will decrease, interest rates will decrease, and the amount of borrowing will decrease

   

        

[image: image183.wmf]
the supply of loanable funds will increase, interest rates will decrease, and the amount of borrowing will increase

   

        

[image: image184.wmf]
the supply of loanable funds will decrease, interest rates will increase, and the amount of borrowing will decrease

   INCORRECT


	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	7.
	Question:
	If the interest rate in the market for loanable funds is above the equilibrium interest rate, we know that _______.

	 
	Your Answer:
	        

[image: image185.wmf]
there is a shortage of loanable funds

   

        

[image: image186.wmf]
savings exceed investment spending
   CORRECT ANSWER
        

[image: image187.wmf]
the quantity demanded of loanable funds exceeds the quantity supplied of loanable funds

   

        

[image: image188.wmf]
consumption is smaller than savings

   INCORRECT


	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	8.
	Question:
	Crowding out means _______.

	 
	Your Answer:
	        

[image: image189.wmf]
private savings decreases when the government borrows

   

        

[image: image190.wmf]
private investment decreases when the government borrows
   CORRECT
        

[image: image191.wmf]
there are too many players in the financial markets

   

        

[image: image192.wmf]
some bond holders will be squeezed out of the market

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	9.
	Question:
	One way to reduce financial risk is _______.

	 
	Your Answer:
	        

[image: image193.wmf]
to only buy stock in a major company

   

        

[image: image194.wmf]
to only buy bonds in a major company

   

        

[image: image195.wmf]
to diversify in a variety of assets, both financial and physical
   CORRECT
        

[image: image196.wmf]
to diversify in a number of banks

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	10.
	Question:
	The most important driver for economic growth appears to be _______.

	 
	Your Answer:
	        

[image: image197.wmf]
more physical capital

   

        

[image: image198.wmf]
more human capital

   

        

[image: image199.wmf]
progress in technology
   CORRECT
        

[image: image200.wmf]
all of the above

   




Unit 6

	.
	Question:
	Which of the following represent the three consequences of the decline in demand during the Great Depression?

	 
	Your Answer:
	        

[image: image201.wmf]
fall in prices, decline in output, and a surge in unemployment
   CORRECT
        

[image: image202.wmf]
rise in prices, decline in output, and a surge in unemployment

   

        

[image: image203.wmf]
rise in prices, increase in output, and a surge in unemployment

   

        

[image: image204.wmf]
fall in prices, increase in output, and a surge in unemployment

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	2.
	Question:
	The short-run aggregate supply curve is positively sloped because ______.

	 
	Your Answer:
	        

[image: image205.wmf]
business people suffer from money illusion

   

        

[image: image206.wmf]
wages are sticky or don't readily adjust to changes in economic conditions in the short run
   CORRECT
        

[image: image207.wmf]
workers care about nominal wages, not real wages

   

        

[image: image208.wmf]
of diminishing returns to labor

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	3.
	Question:
	In the long run, the aggregate price level has ______.

	 
	Your Answer:
	        

[image: image209.wmf]
no effect on the quantity of aggregate output
   CORRECT
        

[image: image210.wmf]
a positive effect on the quantity of aggregate output

   

        

[image: image211.wmf]
a negative effect on the quantity of aggregate output

   

        

[image: image212.wmf]
an impact on aggregate output but no impact on employment

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	4.
	Question:
	Producing a short-run level of aggregate output that exceeds the economy's potential output results in _______.

	 
	Your Answer:
	        

[image: image213.wmf]
a downward adjustment in nominal wages

   

        

[image: image214.wmf]
an upward adjustment in profits per unit of output

   

        

[image: image215.wmf]
a downward adjustment in production costs

   

        

[image: image216.wmf]
an upward adjustment in nominal wages
   CORRECT


	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	5.
	Question:
	According to the wealth effect, when prices decrease, the purchasing power of assets ______.

	 
	Your Answer:
	        

[image: image217.wmf]
decreases and consumer spending decreases

   

        

[image: image218.wmf]
increases and consumer spending decreases

   

        

[image: image219.wmf]
decreases and consumer spending increases

   

        

[image: image220.wmf]
increases and consumer spending increases
   CORRECT


	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	6.
	Question:
	An increase in government spending on health care is likely to shift the ______.

	 
	Your Answer:
	        

[image: image221.wmf]
short-run aggregate supply curve to the right

   INCORRECT
        

[image: image222.wmf]
short-run aggregate supply curve to the left

   

        

[image: image223.wmf]
aggregate demand curve to the right
   CORRECT ANSWER
        

[image: image224.wmf]
aggregate demand curve to the left

   



	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	7.
	Question:
	A negative short-run supply shock ______.

	 
	Your Answer:
	        

[image: image225.wmf]
reduces aggregate output and increases the aggregate price level
   CORRECT ANSWER
        

[image: image226.wmf]
increases aggregate output and reduces the aggregate price level

   

        

[image: image227.wmf]
reduces aggregate output and the aggregate price level

   

        

[image: image228.wmf]
increases aggregate output and the aggregate price level

   INCORRECT


	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	8.
	Question:
	Suppose that the economy is in long-run macroeconomic equilibrium and aggregate demand increases.  As the economy moves to short-run macroeconomic equilibrium , there is ______.

	 
	Your Answer:
	        

[image: image229.wmf]
a recessionary gap with high inflation

   

        

[image: image230.wmf]
a recessionary gap with low inflation

   

        

[image: image231.wmf]
an inflationary gap with high unemployment

   

        

[image: image232.wmf]
an inflationary gap with low unemployment
   CORRECT


	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	9.
	Question:
	In the long run, inflationary and recessionary gaps are self-correcting because, eventually ______.

	 
	Your Answer:
	        

[image: image233.wmf]
nominal wages rise and fall in order to close an inflationary or a recessionary gap
   CORRECT
        

[image: image234.wmf]
the government applies the right combination of fiscal and monetary policies

   

        

[image: image235.wmf]
the multiplier compensates the negative supply or demand shocks

   

        

[image: image236.wmf]
nominal wages rise and fall in order to widen a recessionary or an inflationary gap.

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	10.
	Question:
	A increase in energy prices will _______.

	 
	Your Answer:
	        

[image: image237.wmf]
decrease short-run aggregate supply
   CORRECT ANSWER
        

[image: image238.wmf]
decrease the quantity of aggregate output supplied in the short run

   INCORRECT
        

[image: image239.wmf]
decrease aggregate demand

   

        

[image: image240.wmf]
increase the quantity of aggregate output demanded
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	1.
	Question:
	Social insurance programs are ______.

	 
	Your Answer:
	        

[image: image241.wmf]
government programs intended to protect families against economic hardships
   CORRECT
        

[image: image242.wmf]
private insurance policies to protect families from hardships caused by government actions

   

        

[image: image243.wmf]
private insurance policies that cover gaps in government provided health care

   

        

[image: image244.wmf]
none of the above

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	2.
	Question:
	Which of the following is NOT an example of government purchases of goods and services?

	 
	Your Answer:
	        

[image: image245.wmf]
a federal prosecutor's salary in a lawsuit against Halliburton

   INCORRECT
        

[image: image246.wmf]
new pavement for interstate highway I-95

   

        

[image: image247.wmf]
a surgeon's bill reimbursed under the Medicare program
   CORRECT ANSWER
        

[image: image248.wmf]
equipping air marshals with taser guns

   



	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	3.
	Question:
	If the economy is at potential output, and consumption spending suddenly decreases due to a fall in consumer confidence, the appropriate fiscal policy is ______.

	 
	Your Answer:
	        

[image: image249.wmf]
a decrease in government transfers

   

        

[image: image250.wmf]
an increase in government spending
   CORRECT
        

[image: image251.wmf]
a decrease in government spending

   

        

[image: image252.wmf]
an increase in the money supply to decrease interest rates

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	4.
	Question:
	To close an inflationary gap employing fiscal policy, the government could ______.

	 
	Your Answer:
	        

[image: image253.wmf]
reduce budget allocations to interstate highway maintenance
   CORRECT ANSWER
        

[image: image254.wmf]
increase federal subsidies to state universities

   

        

[image: image255.wmf]
lower the corporate income tax rate

   INCORRECT
        

[image: image256.wmf]
raise the average amount awarded for a disability pension

   



	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	5.
	Question:
	Government's efforts to stabilize the business cycle through fiscal policy can destabilize the economy due to the presence of _______.

	 
	Your Answer:
	        

[image: image257.wmf]
lags in the process of crafting a budget appropriate to the circumstances
   CORRECT
        

[image: image258.wmf]
a negative interaction between fiscal and monetary policy due to the multiplier effect

   

        

[image: image259.wmf]
a tendency of prices to change faster than the interest rate

   

        

[image: image260.wmf]
business cycles that are closely synchronized to the political cycle

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	6.
	Question:
	Changes in taxes and government transfers shift the aggregate demand curve ______ equal-sized changes in government purchases.

	 
	Your Answer:
	        

[image: image261.wmf]
by more than

   

        

[image: image262.wmf]
by exactly as much as

   

        

[image: image263.wmf]
by less than
   CORRECT ANSWER
        

[image: image264.wmf]
in inverse proportion to

   INCORRECT


	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	7.
	Question:
	The presence of automatic stabilizer in government tax revenue that occurs when GDP rises _______.

	 
	Your Answer:
	        

[image: image265.wmf]
has no impact on the size of the multiplier

   

        

[image: image266.wmf]
increases the size of the multiplier

   

        

[image: image267.wmf]
decreases the size of the multiplier
   CORRECT ANSWER
        

[image: image268.wmf]
may either increase or decrease the size of the multiplier

   INCORRECT


	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	8.
	Question:
	The budget balance is calculated as ______.

	 
	Your Answer:
	        

[image: image269.wmf]
T – G – TR
   CORRECT
        

[image: image270.wmf]
T + G – TR
   

        

[image: image271.wmf]
T – G + TR
   

        

[image: image272.wmf]
T + G + TR
   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	9.
	Question:
	The larger the amount of outstanding public debt ______.

	 
	Your Answer:
	        

[image: image273.wmf]
the lower the tax revenue the government would be required to collect

   

        

[image: image274.wmf]
the lower the spending the government would be able to afford

   

        

[image: image275.wmf]
the smaller the crowding out of private investment spending

   

        

[image: image276.wmf]
the larger the fraction of the federal budget deficit that must be devoted to interest payments
   CORRECT


	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	10.
	Question:
	Implicit liabilities of a government are _______.

	 
	Your Answer:
	        

[image: image277.wmf]
bonds held by foreigners

   

        

[image: image278.wmf]
spending promises, like social security benefits, that are effectively debt although no bond is associated with the promise
   CORRECT
        

[image: image279.wmf]
debt of a country adjusted for the price ratio

   

        

[image: image280.wmf]
the ratio of the debt of a country to its GDP
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	.
	Question:
	Which of the following combination of assets are considered to be money?

	 
	Your Answer:
	        

[image: image281.wmf]
currency in circulation, checkable bank deposits, and credit cards

   

        

[image: image282.wmf]
currency in circulation, checkable bank deposits, and travelers' checks
   CORRECT
        

[image: image283.wmf]
currency in circulation and in bank vaults, checkable bank deposits, and travelers' checks

   

        

[image: image284.wmf]
currency in circulation and in bank vaults, checkable bank deposits, and credit cards

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	2.
	Question:
	When countries replaced gold and silver coins with paper money exchangeable for certain amounts of precious metals, the monetary system evolved from _______.

	 
	Your Answer:
	        

[image: image285.wmf]
using commodity money to using fiat money

   INCORRECT
        

[image: image286.wmf]
using commodity-backed money to using fiat money

   

        

[image: image287.wmf]
using commodity money to using commodity-backed money
   CORRECT ANSWER
        

[image: image288.wmf]
using fiat money to using commodity-backed money

   



	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	3.
	Question:
	Banks can lend money because ______.

	 
	Your Answer:
	        

[image: image289.wmf]
they have so much to lend

   

        

[image: image290.wmf]
they know not everyone wants their deposits back at the same time
   CORRECT
        

[image: image291.wmf]
there is a high demand for loans

   

        

[image: image292.wmf]
they know how much cash they have in their vault

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	4.
	Question:
	Banks create money when they ______.

	 
	Your Answer:
	        

[image: image293.wmf]
make loans
   CORRECT
        

[image: image294.wmf]
take deposits

   

        

[image: image295.wmf]
hold excess reserves

   

        

[image: image296.wmf]
pay withdrawals to depositors

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	5.
	Question:
	To change the money supply, the Fed most frequently uses _______.

	 
	Your Answer:
	        

[image: image297.wmf]
changes in the required reserve ratios

   

        

[image: image298.wmf]
changes in the discount rate

   

        

[image: image299.wmf]
open-market operations
   CORRECT
        

[image: image300.wmf]
none of the above

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	6.
	Question:
	An increase in the aggregate price _______.

	 
	Your Answer:
	        

[image: image301.wmf]
increases the nominal demand for money
   CORRECT
        

[image: image302.wmf]
decreases the nominal demand for money

   

        

[image: image303.wmf]
does not affect the nominal demand for money

   

        

[image: image304.wmf]
shifts the nominal demand for money to the left

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	7.
	Question:
	The loanable funds model focuses on the ______.

	 
	Your Answer:
	        

[image: image305.wmf]
demand for money

   

        

[image: image306.wmf]
supply of funds from lenders

   

        

[image: image307.wmf]
supply of funds from borrowers and the demand by lenders

   

        

[image: image308.wmf]
supply of funds from lenders and the demand from borrowers
   CORRECT


	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	8.
	Question:
	Expansionary monetary policy _______.

	 
	Your Answer:
	        

[image: image309.wmf]
increases the money supply, interest rates, consumption, and investment

   

        

[image: image310.wmf]
decreases the money supply, interest rates, consumption, and investment

   

        

[image: image311.wmf]
increases the money supply, decreases interest rates, and increases consumption and investment
   CORRECT
        

[image: image312.wmf]
decreases the money supply, increases interest rates, and decreases consumption and investment

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	9.
	Question:
	In the long run, changes in the money supply _______.

	 
	Your Answer:
	        

[image: image313.wmf]
affect both the aggregate price level and aggregate output

   INCORRECT
        

[image: image314.wmf]
affect only the price level but they do not change aggregate output
   CORRECT ANSWER
        

[image: image315.wmf]
affect aggregate output but not the aggregate price level

   

        

[image: image316.wmf]
have no impact on either the aggregate price level or aggregate output

   



	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	10.
	Question:
	All of the following factors shift the real money demand curve to the right except a(n) _______.

	 
	Your Answer:
	        

[image: image317.wmf]
decrease in the number of stores accepting credit cards

   

        

[image: image318.wmf]
increase in the price level
   CORRECT ANSWER
        

[image: image319.wmf]
breakdown in information technology that disables ATMs

   INCORRECT
        

[image: image320.wmf]
increase in real aggregate spending
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.

	1.
	Question:
	Frictional unemployment might be _______.

	 
	Your Answer:
	        

[image: image321.wmf]
good since that means people may be seeking jobs that match their job skills
   CORRECT
        

[image: image322.wmf]
good because people learn how other folks live

   

        

[image: image323.wmf]
bad because people are not getting a paycheck

   

        

[image: image324.wmf]
bad because people are out of work

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	2.
	Question:
	Deviations from the natural rate of unemployment are known as ______.

	 
	Your Answer:
	        

[image: image325.wmf]
frictional unemployment

   

        

[image: image326.wmf]
structural unemployment

   

        

[image: image327.wmf]
random unemployment

   

        

[image: image328.wmf]
cyclical unemployment
   CORRECT


	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	3.
	Question:
	When the output gap is negative the actual unemployment rate is ______.

	 
	Your Answer:
	        

[image: image329.wmf]
above the natural rate
   CORRECT
        

[image: image330.wmf]
below the natural rate

   

        

[image: image331.wmf]
equal to the natural rate

   

        

[image: image332.wmf]
the actual and natural unemployment rates are not related to the output gap

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	4.
	Question:
	Wages may be sticky in the short run due to _______.

	 
	Your Answer:
	        

[image: image333.wmf]
so few workers being unionized

   

        

[image: image334.wmf]
firms wanting to make a profit at the expense of employees

   

        

[image: image335.wmf]
government regulation

   

        

[image: image336.wmf]
some wages being governed by long-term contracts
   CORRECT


	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	5.
	Question:
	If workers expect a lower rate of inflation, the short-run Phillips curve will ______.

	 
	Your Answer:
	        

[image: image337.wmf]
remain constant, but there will be a movement down the curve

   

        

[image: image338.wmf]
be unaffected

   

        

[image: image339.wmf]
shift up

   INCORRECT
        

[image: image340.wmf]
shift down
   CORRECT ANSWER


	

	 
	Points Received:
	0 of 1 

	 
	Comments:
	

	6.
	Question:
	Which of the following would be the BEST explanation for an upward-sloping short-run aggregate supply curve?

	 
	Your Answer:
	        

[image: image341.wmf]
Prices are perfectly flexible.

   

        

[image: image342.wmf]
Wages are perfectly flexible.

   

        

[image: image343.wmf]
Wages and prices of some goods are sticky in the short run.
   CORRECT
        

[image: image344.wmf]
Wages and prices of some goods are flexible in the short run but sticky in the long run.

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	7.
	Question:
	In the long run, any given percentage increase in the money supply ______.

	 
	Your Answer:
	        

[image: image345.wmf]
decreases real GDP

   

        

[image: image346.wmf]
leads to an equal percentage increase in the overall price level
   CORRECT
        

[image: image347.wmf]
increases real GDP

   

        

[image: image348.wmf]
leads to an equal percentage decrease in the unemployment rate

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	8.
	Question:
	Seigniorage refers to the ______.

	 
	Your Answer:
	        

[image: image349.wmf]
problems faced by Social Security as the population ages

   

        

[image: image350.wmf]
government's right to print money
   CORRECT
        

[image: image351.wmf]
problems senior citizens face in retirement

   

        

[image: image352.wmf]
problems created when the government prints too much money

   



	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	9.
	Question:
	Unexpected inflation _______.

	 
	Your Answer:
	        

[image: image353.wmf]
affects everyone the same

   

        

[image: image354.wmf]
affects only consumers

   

        

[image: image355.wmf]
affects only business firms

   

        

[image: image356.wmf]
helps some people but hurts others
   CORRECT


	

	 
	Points Received:
	1 of 1 

	 
	Comments:
	

	10.
	Question:
	If the economy is in a liquidity trap _______.

	 
	Your Answer:
	        

[image: image357.wmf]
both monetary and fiscal policies are effective

   

        

[image: image358.wmf]
neither monetary nor fiscal policy is effective

   

        

[image: image359.wmf]
monetary policy is effective, but fiscal policy is not

   

        

[image: image360.wmf]
fiscal policy is effective, but monetary policy is not
   CORREC
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