These sample microeconomic and macroeconomic questions are illustrative of the content you should be familiar with prior to attending the Training of Trainers Program and are for you to assess your knowledge of economics. Please do not return this section.

SAMPLE MICROECONOMIC QUESTIONS
1) An upward sloping supply curve can be explained by the fact that:

I.   
Higher prices mean greater profits for a producer.

II.
Eventually costs rise as production increases.

III.
Consumers find goods more valuable at higher prices.

a. I only



b. II only


c. both I and II
d. I, II, and III

2) What effects would a decrease in the price of computer memory chips have on the equilibrium price and quantity of personal computers, all other things equal?

         Price
   Quantity__
a. Increases
   Decreases                            

b. Increases         Increases
c. Decreases        Decreases

         
d. Decreases        Increases

3) The price of coal fell and the quantity sold also fell.  Which of the following events is consistent with this observation (all other things equal)?

a. The price of oil, a substitute for coal, fell.

b. Coal miners received large wage increase.

c. Coal producers installed more efficient mining equipment.

d. Demand for coal is inelastic.

4) The term “law of diminishing marginal utility,” used in explaining downward sloping demand curves, other things constant, is best described by which of the following statements? As you consume more of a good in a relatively short period of time…..

a. the total satisfaction you obtain from consuming this good tends to fall.

b. the average satisfaction you obtain from consuming this good tends to fall.

c. the extra or additional satisfaction you obtain from each extra or additional unit of this good consumed tends to fall.

d. the total satisfaction you obtain from the good tends to rise.

5)  What will happen if a legal price floor is placed on a good below its free market equilibrium price?

a. Surpluses will develop.                

b. Shortages will develop.
c. Quantity supplied will equal quantity demanded

d. Black markets will develop  

6)  If the price of lunch at the school cafeteria increases and revenues from cafeteria lunches remain constant, we can conclude that the elasticity of demand for a school lunch is:

a. Elastic.




b. Perfectly elastic.
c. Perfectly inelastic

d. Unitary elastic

SAMPLE MACROECONOMIC QUESTIONS
1)  When using the expenditure approach to measuring gross domestic product (GDP), which of the following are the main components?

a. C, I, G, and labor income


 

b. Labor income, profits, and interest earned
c. Labor income, government spending, and net exports  

d.  C, I, G, and net exports

2.  Suppose Country X has a population of 60 million, with a labor force of 40 million, and 36 million people employed.  The unemployment rate of Country X is:

a. 40 percent



b. 25 percent
c.  10 percent              
d.   6.67 percent

3.  A leftward shift of the aggregate demand (AD) curve occurs when:

a. The prices of inputs used to produce goods rise.

b. Consumer confidence and/or expectations regarding the economy falls.

c. Worker productivity rises.

d. Energy prices fall.

4.  The aggregate supply curve shifts to the right when:

a.   Energy prices increase.

b.   The prices of inputs used to produce goods fall.

c.   Worker productivity falls.

d.   Net exports increase.

5)   What would be the effect of a large increase in labor productivity on real GDP and the price level?

      Real GDP
Price level          
     
a. Increases
Increases



b. Increases
Decreases
c. Decreases     Increases

d. Decreases     Decreases

6)  Which of the following monetary policy actions would be most effective in combating a recession?
a. Raise the discount rate




b. Raise the fractional reserve requirement
c. Conduct open market purchases of bonds

d. Conduct open market sales of bonds

7.  Assume the economy is experiencing significant inflation.  Which set of fiscal policies would be consistent with each other and designed to reduce the inflation rate?
    Taxes
   Government spending
a. Lower

Lower

b. Lower

Raise

c. Raise

Raise

d. Raise

Lower

ANSWER KEY

SAMPLE MICROECONOMIC QUESTIONS

1) ANSWER:  C

2) ANSWER:  D (because falling input costs shift the supply of personal computers to the right)

3) ANSWER:  A (because a fall in equilibrium P and Q for coal occurs when the demand for coal decreases.  This would occur if the price of oil, a coal substitute, falls)

4) ANSWER:   C  

5)  ANSWER:  C (A price floor is a minimum price rule.   When a price floor is set BELOW the free market equilibrium price, it will not be effective, since the invisible hand of competitive forces will result in an equilibrium price higher than the price floor.)


6)  ANSWER:  D (A price increase that results in the same total revenues as before means that %change in P = % change in Q (opposite direction), indicating an elasticity = 1.0, absolute value)

ANSWER KEY

SAMPLE MACROECONOMIC QUESTIONS
1)  ANSWER:  D (expenditure approach measures how much each group spent)

2.  ANSWER:  C (Unemployment rate = #unemployed/#in labor force.  Labor force = employed + unemployed people.  Thus  40 – 36 = 4 million unemployed.  U-rate = 4/40 = 10%

3.  ANSWER:  B (Answers a, c, and d shift the AS curve)

4.  ANSWER:  B (Answers a and c shift AS leftward; Answer d shifts AD rightward)

5)   ANSWER: B (AS shifts right, raising real GDP and lowering the price level)


6)  ANSWER:  C (An increase in money supply will help combat a recession.  When the Central Bank buys bonds, the money supply increases, interest rates fall, and spending rises)


7)  ANSWER:  D (Raising taxes and lowering G are both contractionary.  Each of these policies helps to lower spending and reduce inflationary pressure)

