Chapters 2 and 3 Review Questions


Questions:

1.
The productive resource that includes work time and work effort is called

a.
land.

b.
labor.

c.
capital.

d.
entrepreneurship.

2.
The factors that influence economic growth are

a.
higher prices, lower unemployment, and higher GDP.

b.
technological change, expansion of human capital, and capital accumulation.

c.
lower prices, higher unemployment, and technological change.

d.
expansion of human capital, capital accumulation, and lower unemployment.

3.
In the circular flow model, the factor markets are the markets in which

a.
consumption goods and services are bought and sold.

b.
government goods and services are provided.

c.
land, labor, capital, and entrepreneurship are bought and sold.

d.
investment goods and services are bought and sold.

4
Human capital is defined as

a.
stocks, bonds and other investments.

b.
machinery and tools.

c.
the quality of labor.

d.
the method of producing goods and services.

5.
The functional distribution of income measures which of the following?

a.
How federal tax revenues are related to the business function that employs taxpayers. 

b.
The distribution of earnings by the factors of production.

c.
The proportion of income generated by the four types of expenditures on goods and services.

d.
The distribution of income among households.

16.
A competitive market is defined as a market with

a.
many buyers and many sellers so that no one can influence the price.

b.
many buyers competing for the goods sold by a seller.

c.
one buyer forcing many sellers to compete for business.

d.
one buyer and one seller competing for the best deal.

7.
The circular flow model shows that goods and services flow from

a.
businesses to households.

b.
households to business.

c.
the factor market to businesses.

d.
the goods market to businesses.

8.
In the circular flow model, which of the following owns the factors of production? 

a.
federal, state, and local governments

b.
households

c.
firms

d.
None of the above answers is correct.

9.
The law of demand states that, other things remaining the same, if the price of a good rises, then the

a.
demand increases.

b.
demand decreases.

c.
quantity demanded decreases.

d.
quantity demanded increases.

10.
A change in demand is

a.
the same thing as a change in the quantity demanded.

b.
caused by a change in the product’s price.

c.
shown by a movement along the demand curve.

d.
shown by a shift in a demand curve.

11.
If the price of Pepsi increases, the demand for

a.
Coca-Cola will decrease.

b.
Pepsi will decrease.

c.
Coca-Cola will increase.

d.
Pepsi will increase. 

12.
The law of supply states that, other things remaining the same, if the price of a good rises, then the

a.
quantity supplied increases.

b.
quantity supplied decreases.

c.
supply increases.

d.
supply decreases.

13.
If airline pilots and flight attendants receive a 20 percent increase in their salaries, other things remaining the same, the

a.
supply of airline flights will decrease.

b.
quantity supplied of airline flights will increase.

c.
supply of airline flights will increase.

d.
demand for airline flights will decrease.

14.
When the quantity demanded equals the quantity supplied, there is

a.
a surplus and the price will fall.

b.
a shortage and the price will rise.

c.
equilibrium and the price will not change.

d.
a shortage and the price will fall.
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15.
In the figure above, if the price of a slice of pizza is $3, then there is

a.
a surplus.

b.
a shortage.

c.
an equilibrium.

d.
None of the above answers is correct.

16.
In the figure above, the equilibrium price is ____ and the equilibrium quantity is ____

a.
$0; 6 million slices

b.
$0; 0 slices

c.
$4; 4 million

d.
$3; 3 million

17.
Which of the following would NOT be included in the U.S. GDP in 2003?

a.
the value of restaurant meals sold in 2003

b.
the value of the computer chips produced in 2003 and used by I.B.M in their latest personal computer

c.
the value of the automobiles produced in 2003 at the Toyota plant located in Georgetown, KY

d.
legal services provided to first time home buyers during 2003

18.
Gross Domestic Product equals

a.
Y = C + I ( G + NX.

b.
Y = C ( I + G + NX.

c.
Y = C + I + G + NX.

d.
Y = C ( I ( G ( NX. 

19.
The base year is 2002. A country only produces CD players. The price of a CD player in 2002 was $100. The price of a CD player was $90 in 2003. The quantity of CD players produced in 2002 was 10,000 units and in 2003 was 10,500 units. Nominal GDP in 2003 equals

a.
$900,000.

b.
$945,000.

c.
$1,000,000.

d.
$1,050,000.

20.
The base year is 2002. A country only produces CD players. The price of a CD player in 2002 was $100. The price of a CD player was $90 in 2003. The quantity of CD players produced in 2002 was 10,000 units and in 2003 was 10,500 units. Real GDP in 2002 equals

a.
$900,000.

b.
$945,000.

c.
$1,000,000.

d.
$1,050,000.

Answer:

1. B

2. B

3. C

4. C

5. B

6. A

7. A

8. B

9. C

10. D

11. C

12. A

13. A

14. C

15. C

16. D

17. B

18. C

19. B

20. C

