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I. Which statement concerning savings and the growth of labor
productivity is correct?

A. Increased savings will lead to reduced labor productivity since capital
per work will fall,

B. [ncreased savings should increase the current consumption of the
society and lead to diminishing returns to labor,

C. Increased savings will lead to increased capital and an increase in the
productivity of labor,

). Economists have found a negative relationship between savings and
labor productivity in the developed world.

2. Although a monopolistically competitive {irm in the long-run
equilibrium is producing output at an average total cost higher than the
minimum, economists are not greatly concerned about this
inefficiency because!

A. additional firms may enter the industry.

B. consumers gain satisfaction from having a wide variety of products
available.

C. consumers would unquestionably benefit from having fewer products
produced more cheaply.

D. advertising may allow a [irm to expand output.

3. [f labor is the variable factor, which of the following statements about
short-run total cost curves is true?

A. There are many short-run cost curves, each corresponding to a
different level of labor used.

B, There are many short-run cost curves, each corresponding to a
different level of capital used.

C. There are many short-run cost curves, each corresponding to a
different state of technology,

D. There are many short-run cost curves, each corresponding to a
different level of variable cost.
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4. which of following is tr : ' 3
- which ol lollowing 1s true concerning comparative advantage? *
‘ ; _ _ : :

A. Comparative advantage for certain products may be acquired by ’
deliberate domestic economic policy. 4
[_!. Comparative advantage is based solely on climatic differences, s
C. A country with a rising domestic price level will lose all comparative @
~advantage in production, i-ig
D. Classical economists have never accepted the theory of comparative .

advantage, specialization, and trade.

5. If the demand for salt is highly price-and-income inelastic in the short
run, then:

A. the marginal revenue product ol workers in the salt industry will be
rather elastic.

B. the short-run demand for salt-industry workers will be highly
variable,

C. the short-run demand for salt-industry workers should be highly
responsive {o change in consumer income.

D. the short-run demand for salt-industry workers should be relatively
inelastic,

6. According to the Phillips-curve relation between price changes and
national income:
A. a trade-oft between inflation and more employment level exists only
at full-employment levels of output.
B. if national income stays above the full-employment level, (he rate of
inflation will accelerate slowly.

C. prices remain relatively stable until the economy nears full
employment.

D. it is not possible to obtain a further increase in national income
beyond (he [ull-employment level of national income.
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7. According to modern theories about the role of money, a decrease in A
the money supply is most likely to: Jﬁ"

A. raise interest rates, investment, and aggregate demand. L

B. raise interest rates and lower investment and aggregate demand, g

C. lower interest rates and raise investment and aggregate demand. f“

D. lower interest rates, investment, and aggregate demand. &%

8, If the unemployment rate is above the natural rate of unemployment,
all of the following are likely to oceur excepl:
A. there will be downward pressure on wages.
B. the SRAS curve will shift up.
C. there will be a GNP gap.
D. real national income is below potential real national income,

9, If the federal government pursues an expansionary fiscal policy, then;
A. eventually aggregate demand will decrease because private
investment falls. :
B. government has reduced taxes more than it has reduced spending.
C. government has increased taxes more than it has cut spending,
D. either government spending has increased or taxes have decreased or
both.

10. Transfer payments are not added (o GNP because they:

A. are nnt_pred:ctahle given the natural of their appropriation and
allocation.

B. do not represent the purchase of a fin
added to the employment of inputs o

al good or service which has
I factors,

C. are not always spent on goods prod
D. are found by personal taxes which |

uced in the United States.
1ave been included in GNP,
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