Macro Economics Test – Measurement (Version 2)
1.  Typical circular flow models specifically include:

A.  household and business purchases

B.  consumption and investment sectors

C.  supply and demand

D.  cost and revenue




E.  input and output

2.  Which is NOT a type of unemployment?

A.  Structural
B.  Frictional

C.  Cyclical

D.  Seasonal

E.  Nominal

3.  An increase in the Consumer Price Index from 185 – 195 would indicate an annual rate of inflation of:

A.  5.4%   B.  10%    C.  54%   D.  185%
E.  195%

4.  If actual inflation is less than expected inflation, which of the following groups would most certainly benefit?

A.  Lenders
B.  Borrowers
    C.  Governments



D.  Women

E.  Men

5.  Which of the following is recognized as a valid criticism of the current practice of measuring unemployment?

A.  Discouraged workers are counted in the total and therefore the published number overstates the actual amount of unemployment.

B.  Discouraged workers are not counted in the total and therefore the published number understates the actual amount of unemployment.

C.  Inflation is not factored in, thereby making the published numbers nominal and not real values.

D.  Inflation is figured in, therefore the published numbers are real and not nominal values.

E.  All published numbers are susceptible to variations by season.

6.  Measures of gross domestic product include

A.  the purchases of stock

B.  purchase of a rare Van Gogh painting

C.  purchase of an old home

D.  purchase of a new car 


E.  all of the above

7.  If, during her time in Michigan, Marie saw her income rise from $20,000/year to $40,000/year and the price level rise by 100%, we could conclude that she experienced which of the following?


      Nominal Income

Real Income
A.  
increase


increase

B.
increase


constant


C.  
increase


decrease


D.  
constant


constant


E.  
decrease


decrease

8.  US gross domestic product for 2007 is defined as the total market value of all 
A.  final goods and services sold in 2007.

B.  goods and services produced in 2007 by productive resources owned by US citizens

C.  final goods and services produced in 2007 within US boundaries by productive resources owned by US citizens

D.  final goods and services produced in 2007 within US boundaries

E.  intermediate goods produced in 2007

9.  If anticipated inflation is greater than actual inflation in a country that has set wages based on the anticipated inflation, then

A.  workers will benefit



B.  workers will be hurt

C.  there is inflationary pressure
D.  the economy will eliminate future inflation

E.  employers will benefit

10.  The concept of “full employment” would be embodied by which of the following?

A.  Frictional unemployment is zero.

B.  Structural unemployment is zero.

C.  Seasonal unemployment is zero.

D.  Cyclical unemployment is zero.

E.  All four types of unemployment are at zero.

11.  The components of gross domestic product from an expenditures perspective would include
A.  consumption + investment +government spending + net exports
B.  consumption + investment + net exports + depreciation
C.  savings + taxes + imports + exports

D.  imports + velocity + exports + income

E.  government spending + taxes + reserves + discount rate

12.  Which is true about unanticipated inflation?  

A.  It helps governments who are in debt.
B.  It helps people who are in debt

C.  It hurts people who are on fixed incomes

D.  In hurts people who have loaned money to others

E.  All of the above are correct statements about inflation.

13.  Which would be considered unemployed?
A.  A person who quits work to care for aging parents.

B.  A person who stayed home to raise his children and now starts looking for a job.

C.  A person who quits a job to return to school full time.

D.  A person who is qualified to teach but is driving a bus.

E.  A person who works two part-time jobs but is looking for a full time job.
14.  Which of the following is/are true using the specific, economic, definition of unemployment?
I.  A person is unemployed any time they do not have a job.

II.  A person is unemployed when they do not have a job, are able to work, and are actively looking for a job.

III.  A person is unemployed if they are not in the labor force.

A.  I only
B.  II only
C.  III only


D.  I and III
E.  II and III. 
15. Which would be hurt the most if actual inflation is greater than anticipated inflation?

A.  borrowers             B.  debtors
     C.  creditors

 


D.  government  
          E.  all are equally affected
16.  Which of the following is a logical explanation of unemployment if the business cycle is currently in an expansionary period?

A.  Seasonal unemployment is low.

B.  Natural unemployment is high.

C.  Frictional unemployment is high.

D.  Cyclical unemployment is high.

E.  Cyclical unemployment is low.
17.  Which of the following is counted as investment in GDP?
A.  The purchase of a used computer by an auto manufacturer.

B.  The purchase of a share of IBM stock by an employee.

C.  The construction of a new house.

D.  The construction of roads by the government.

E.  The profit earned when selling shares of stock.
18.  During 2002 real GDP in Japan increased 1.3%.  During the same time, retail spending dropped almost 2%.  Which best describes this situation?

A Japan removed retail spending from GDP calculations.

B The other components of GDP have increased at least 3.3%.

C Japan imposed trade barriers forcing higher domestic production.

D Impossible because retail spending is the largest component of GDP
E There is no explanation for this change without knowing inflation data.
19.  In a circular flow diagram the interaction of businesses and households is characterized by

I.  households buying factors of production 

II.  firms buying goods in the product market
III  households buying goods in the resource market
IV.  firms selling goods and services
V  households buying goods and services
A.  I and II
B.  II only
C.  III and IV

D.  I, III, and V           E.  IV and V
20.  Which of the following would NOT be counted in the calculation of RGDP?
A.  consumer purchase of a new truck for personal use

B.  government purchase of a new truck for the military

C.  business purchase of a new truck for deliveries

D.  consumer purchase of a classic 1957 truck

E.  consumer purchase of shoe shine

21.  Of the following, which is the best example of structural unemployment?
A.  A computer programmer who quits her job to move to a warmer climate.

B.  A construction worker who loses his job in the winter.

C.  An auto worker who loses her job during a recession.

D.  A steel worker who is replaced by a robot.

E.  A toy maker who worked for a company that closed because consumers did not buy its toys.
22.  A fixed-weighted index is not appropriate for measuring output of an economy because it

A.  only uses final goods and services.
B.  is primarily used for measuring CPI.

C.  does not account for unemployment.

D.  does not account for substitutions for quality.

E.  is not officially recognized by the BEA or the BLS
23.  In Gross Domestic Product, the largest dollar amount is
A.  Consumer spending
B.  Rental Payments

C.  Net Exports

D.  Private Investment


E.  Government
Use the following business cycle for questions 24 – 26
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24.  Which point represents the highest unemployment and lowest relative prices?
A.  A
B.  B
C.  C
D.  D
E.  E
25.  A headline reads “Prices soar to never before seen heights!”  Which point most likely represents this situation?
A.  A
B.  B
C.  C
D.  D
E.  E
26.  Which point represents lowering unemployment and slowly increasing prices?
A.  A
B.  B
C.  C
D.  D
E.  E
27.  Which of the following transactions would represent an addition to a nation’s current gross domestic product?

A.  Ms. Smith purchases a share of stock in an automobile company.

B.  A retailer signs a contract for a new consultant to start at the beginning of the new year.

C.  The government increases its domestic purchases of food for use by the military.

D.  A corporation sells shoes from last year’s inventory.

E.  A mother sells her car to her daughter.

28.  Which of the following is the best measure of the production or output of an economy?
A.  Consumer Price Index

B.  Unemployment Rate

C.  Gross Domestic Product
D.  Prime Rate


E.  Index of Indicators
29.  Which of the following is true according to the circular flow model?

A.  Firms are suppliers in both the product and factor markets

B.  Firms are demanders in the product markets and suppliers in the factor markets.

C.  Households are demanders in both the product and factor markets.

D.  Households are demanders in the product market and suppliers in the factor markets.

E.  The government is a demander in the product market only.

30.  Natural unemployment is equal to
A.  Cyclical plus Structural

B.  Cyclical plus Frictional

C.  Frictional plus Structural

D.  Structural plus Seasonal

E.  Cyclical plus Seasonal.
31.  If real GDP is increasing at 3% per year and nominal GDP is increasing at 7% per year, which of the following is true?

A.  unemployment is increasing

B.  the price level is increasing

C.  exports exceed imports

D.  economy is in a recession

E.  government is running a deficit

32.  Which of the following best describes a market basket?
A.  The number that is used to measure inflation from year to year.

B.  A sampling of goods purchased by the average household.

C.  The cost of living in a particular city.

D.  Another term for CPI.

E.  How the consumption portion of GDP is calculated.
33.  The CPI tends to overstate true changes in the cost of living for which of the following reasons?
I.  The index does not take into account change in quality.

II.  Consumers change purchase patterns as prices change.

III.  The CPI includes only domestically produced goods.

IV.  Consumers often buy at wholesale rather than retail

A.  I only
B.  I and II only

C.  III only


D.  I, II, and IV only
E.  I, II, III, and IV
34.  A person says “I just heard on the news that GDP is higher this year than it was last year.  This means we’re better off this year than last year.”  Which of the following best describes this statement?

A.  The statement is true because GDP is a measure of a country’s wealth.

B.  The statement is not necessarily true because lower GDP can be better than higher GDP.

C.  The statement is not necessarily true because GDP is not adjusted for price changes.

D.  The statement is true because all industrialized nations demonstrate growth by increased GDP.
E.  The statement is not necessarily true because the person should use CPI instead of GDP.
35.  A college graduate is unemployed in which of the following ways
A.  frictional
   B.  Structural

C.  Seasonal


D.  Cyclical

E.  Not unemployed

Use the following information for questions 36.
A country sells three goods; X, Y, and Z.    

	Good
	Quantity
	Year 1 Price
	Year 2 Price

	X
	100
	10
	10

	Y
	100
	20
	10

	Z
	100
	5
	10


36.  Which of the following is correct regarding inflation?
A.  This country has experienced 14.2% inflation.

B.  This country has experienced 5.9% inflation.

C.  This country has experienced 5.9% deflation.

D.  This country has experienced 14.2% deflation.

E.  Not enough information.

37.  Jean, a professional gardener, buys a packet of carrot seeds.  Once the carrots are grown Jean consumes them.  Which statement is true concerning GDP?
A.  The purchase of the seeds and the consumption of the carrots are both counted in GDP.

B.  Neither transaction is counted in GDP because no new product was added to the economy.

C.  The consumption of the carrots is counted as a part of GDP because Jean was the final user.

D.  The carrot seeds represent an investment purchase, the carrots represent a consumption purchase.

E.  The carrot seeds are counted in GDP as investment, the carrots are not counted because they are not sold in a market.

38.  The primary difference between GDP and GNP is 

A.  GDP counts all goods produced in the country and GNP counts all goods produced outside of the country.

B.  GDP counts goods and services produced within a country’s borders and GNP counts goods and services produced by the people of a nation

C.  GDP counts goods and services produced by the people of a nation and GNP counts goods and services produced within a country’s borders.

D.  GDP is a flow variable and GNP is a stock variable.

E.  GNP has been adjusted for inflation and GDP has not.

39.  Which of the following best describes the difference between a recovery and an expansion?
A.  A recovery signifies decreasing unemployment and an expansion signifies increasing unemployment.
B.  A recovery indicates an increase in real GDP over time while an expansion indicates an increase in real GDP beyond the all previous peaks.

C.  An expansion indicates decreasing prices and a recovery signifies increasing prices.

D.  There is no significant difference between recoveries and expansions.

E.  Recoveries come out of troughs and expansions come out of contractions.
40.  Your real wage has risen by 3% while inflation has increased by 4%.  Your nominal wage has obviously
A.  increased by 3%

B.  increased by 7%

C.  decreased by 7%

D.  decreased by 3%

E.  increased by 4%

41.  Recently a flood of cheaper, better computer chips have crossed the border from Microland to Macroworld.  Thousands of workers in the computer chip industry of Macroworld have lost their jobs.  Their unemployment is considered
A.  frictional

B.  typical

C.  structural

D.  cyclical

E.  non-residential

42.  Mr. Cannon needs 2 hours to teach supply and demand and 4 hours to teach the American Revolution.  Mrs. Tang needs 2 hours to teach supply and demand and 2 hours to teach the American Revolution.  Based on this information, which of the following is true?

A.  Mr. Cannon has absolute advantage in teaching the American Revolution.

B.  Mrs. Tang has comparative advantage in teaching Supply and Demand.

C.  Mr. Cannon has comparative advantage in teaching supply and demand.

D.  Mrs. Tang is a better teacher than Mr. Cannon

E.   Mr. Cannon is a better teacher than Mrs. Tang
43.  GDP can be counted by adding all the consumption, investment, government, and net export expenditures, OR by adding 
A.  all the incomes received by the owners of productive resources.

B.  the dollar amounts spent by foreign countries on US goods and services

C.  the prices of the market baskets that are used to calculate the CPI

D.  all the incomes received by US citizens across the world

E.  the total amounts of inventories across the country

44.  Assume an economy has 100 workers and all 100 have jobs.  In one year, 100 more potential workers move to the economy but only 50 of them find jobs and the other 50 are actively looking.  Which statement will be true?
A.  The labor force has increased, the labor force participation rate has decreased, and the unemployment rate has decreased.

B.  The labor force is constant, the labor force participation rate has increased, and the unemployment rate has increased.

C.  The labor force has increased, the labor force participation rate has increased, and the unemployment rate has decreased.
D.  The labor force has increased, the labor force participation rate is constant, and the unemployment rate has increased.

E.  The labor force, labor force participation rate, and unemployment rate have all increased.

45.  Which set of numbers would be most alarming to officials monitoring the OVERALL economic health of an economy?
A.  4% Unemployment, 2% inflation, 0% growth

B.  6% Unemployment, 2% inflation, 3% growth

C.  6.5% unemployment, 0% inflation, - 3% growth

D.  3.5% unemployment, 3% inflation, 3% growth

E.  8% unemployment, 4% inflation, 5% growth

46.  Nominal GDP is higher this year than last.  From this statement we can definitively conclude

A.  production levels are higher this year.

B.  price levels are higher this year.

C.  3 of the 4 components of GDP have increased.

D.  there is less unemployment this year.

E.  none of the above because we do not know what has happened to prices.

47.  Which would NOT be counted in GDP?

A.  $10 million worth of newly produced IBM PC’s that did not sell during the year.

B.  A $1000 fee charged by a lawyer to plead a court case that she does not win.

C.  The salary of an foreign basket ball player playing in the NBA.

D.  The purchase of IBM stock just before its price rises.

E.  A shopping center development where no one is renting the stores.

48.  The difference between the interest rate a bank charges for a loan and the inflation rate is the
A.  federal funds rate.

B.  anticipation markup.

C.  nominal interest rate.

D.  profit margin.

E.  real interest rate.

Use the following circular flow diagram for questions 49 and 50.
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49.  Non-residential investment would be represented by which arrow?
A.  A
B.  B
C.  C
D.  D
E.  E

50.  Which statement BEST explains what letter A is demonstrating?

A.  It is a leakage of money out of the economy.

B.  It shows exports of goods and services.

C.  It is representative of inventories that have not sold.

D.  It represents imports of goods and services.

E.  It is showing the return of goods and services to the households.
