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Questions 1 to 20: Select the best answer to each question. Note that a question and its answers may be split across a page 
break, so be sure that you have seen the entire question and all the answers before choosing an answer.

 

1. The idea that a specific amount of money is more valuable to a person the sooner it is obtained is known 
as
A. the time-value of money.

B. the interest effect of money.

C. the present value of money.

D. the immediate value of money.

 

2. Generally speaking, what has happened to worker productivity in the United States over the past few 
decades?
A. We do not have productivity data.

B. It has decreased.

C. It has remained mostly the same.

D. It has increased.

 

3. Which of the following is considered a renewable natural resource?
A. Copper

B. Coal

C. Natural gas

D. Solar power

 

4. If the demand for cars is relatively elastic, which of the following is likely true?
A. Product demand for resources making cars would be inelastic.

B. Product demand will decrease.

C. Product demand will increase.

D. Product demand for resources making cars would be elastic.

 

5. What accounts for difference in rent?
A. The elastic supply of land

B. Differences in productivity of land

C. Public ownership of land

D. The inelastic supply of land

 



6. The demand for loanable funds is downsloping
A. only when the nominal interest rate exceeds the real interest rate.

B. because businesses find that more investments are profitable at low interest rates than at high interest rates.

C. because households are willing to save more at high interest rates than at low interest rates.

D. because the amount of profitable business investment varies directly with the interest rate.

 

7. Shifting the labor supply curve to the left is a strategy of what type of union model?
A. Craft union model

B. Monopsony union model

C. Demand-enhancement model

D. Industrial union model

 

8. What area of spending makes up the single largest portion of state spending in the United States?
A. Education

B. Pensions

C. Welfare

D. Public Safety

 

9. If two inputs are substitutes and there is an increase in the price of capital, the output effect states that
A. output will go up.

B. production costs will go up.

C. production costs will go down.

D. more capital will be used.

 

10. Which of the following is correct?
A. The real wage may fall, but the nominal wage can never decline.

B. Both the nominal and the real wage must always rise.

C. The nominal and the real wage may both fall.

D. The nominal wage may fall, but the real wage can never decline.

 

11. Refer to the diagram. Land
A. would be a free resource if demand is D4 or less.

B. would be an economic (scarce) resource in the case of all four demand curves.



C. would be a free resource in the case of all four demand curves.

D. will cease to be used in production if demand falls below D4.

 

12. Which of the following is an example of an insurable risk?
A. Fire damage to a building

B. Increased government taxation

C. A recession in the country

D. Consumer tastes moving away from a company's products

 

13. The three most important sources of federal tax revenue in order of descending value are
A. personal income, corporate income, and payroll taxes.

B. personal income, corporate income, and sales taxes.

C. personal income, payroll, and corporate income taxes.

D. sales, payroll, and personal income taxes.

 

14. Which of the following might be a reason for low fertility in modernized countries?
A. Changing attitudes towards religion

B. Higher wages for children

C. Increased incidences of war

D. Increased medical technology

 

15. To calculate the total cost of extracting a natural resource a firm must add extraction costs and
A. labor cost.

B. resource cost.

C. capital cost.

D. user cost.

 

16. A competitive employer should hire additional labor as long as
A. average product exceeds MP.

B. MC exceeds MR.

C. the wage rate is less than MP.

D. the MRP exceeds the wage rate.

 

17. Which of the following is an exhaustive governmental outlay?
A. A federal $5,000 subsidy check to an Illinois farmer.

B. A federal old age insurance payment to a retired coal miner.

C. A Temporary Assistance to Needy Families payment made by the state of New York.

D. A NASA payment to Boeing Corporation for space hardware.

 

18. What is happening to population growth in modernized countries?
A. Birthrates have increased greatly since the 1800s.

B. Birthrates have held constant.
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C. They tend to have falling birthrates.

D. They tend to have rising birthrates.

 

19. How does the real wage differ from a nominal wage?
A. Real wages measure before-tax earnings.

B. Real wage measures what can be obtained with a person's wage.

C. Nominal wage measures what can be obtained with a person's wage.

D. Nominal wage takes into account after-tax income only.

 

20. If two resources are highly substitutable for one another
A. an increase in the price of one will reduce the demand for the other.

B. a decrease in the price of one will increase the demand for the other.

C. a decrease in the price of one will increase unit costs of production.

D. an increase in the price of one will increase the demand for the other.


