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2.

‘The labor force equals the number of people
OA) employed
OB) unemployed
O ) employed plus unemployed
O D) in the working-age population

[Year [cP1
[1996. [157
[1997 [161
[1998 [163

Refer to Table above. Consider the following vaiues of the consumer price index for 1996, 1997, and 1998: The
inflation rate for 1998 was equal to

OA) 1.24 percent
OB)2.48 percent
OC)3.82 percent
OD) 4.02 percent

. Which of the following correctly describes how an increase in the price level affects consumption spending?

OA) An increase in the price level raises real wealth, which causes consumption to increase.

OB) An increase in the price level decreases the amount of money a household needs to buy goods and raises the
interest rate, which causes consumption to increase

OC) An increase in the price level increases the amount of money a housshold needs to buy goods and raises the
interest rate, which causes consumption to increase

OD) An increase in the price level lowers real wealth, which causes consumption to decrease.

. The major shortcoming of a barter ecanomy is

O A) the requirement of a double coincidence of wants.
O B) the requirement of specialization and exchange.
O C)that goods and senvices are not traded.

O D) that money loses value from inflation.
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If the exchange rate changes from $2.00 = £1to $2.01 = £1 then
OA) the dollar has depreciated.

OB) the dollar has appreciated.

OC) the British pound has depreciated.

O D) the British pound has stayed constant in value.

“The distribution of income should be determined by the govemment" is an example of a normative economic statement.
OA) True
OB) False

Each person goes about her daly business seeking to maximize her own self nterests. In doing so, she contributes to the
welfae of society at large. This is the idea underlying Adam Smith's “invisible hand."

OA) True

OB) False

. If prices fise on average in the U S. economy, the purchasing power of a dollar declines

OA) True
OB) False

. Ifinfationary expectations are increasing, we would expect that the nominal interest rate would also be increasing, holding

all else constant.
OA) True
OB) False

. A positive productivity shock will cause the firm's production function to shift upward.

OA) True
OB) False




