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N. Das

Economics 152
Quiz # 2

       Each question is worth 1 point.

1. A recession is a period in which:
A) cost-push inflation is present. C) demand-pull inflation is present.
B) nominal domestic output falls. D) real domestic output falls.

2. Eckstein has lost her job in a Massachusetts textile plant because of import competition. She intends to take
a short course in electronics and move to California where she anticipates new jobs will be available. We
can say that Eckstein is faced with:

A) secular unemployment. C) structural unemployment.
B) cyclical unemployment. D) frictional unemployment.

3. The natural rate of unemployment is:
A) higher than the full-employment rate of unemployment.
B) lower than the full-employment rate of unemployment.
C) that rate of unemployment occurring when the economy is at its potential output.
D) found by dividing total unemployment by the size of the labor force.

4. Anne Kasperson works in her own home as a full-time caretaker and homemaker. Officially, she is:
A) unemployed.    B)  employed.    C)  not in the labor force.    D)  in the labor force.

5. If the unemployment rate is 9 percent and the natural rate of unemployment is 5.5 percent, then the:
A) frictional unemployment rate is 5.5 percent.
B) cyclical unemployment rate and the frictional unemployment rate together are 5.5 percent.
C) cyclical unemployment rate is 3.5 percent.
D) natural rate of unemployment will eventually increase.

6. If the consumer price index falls from 120 to 116 in a particular year, the economy has experienced:
A) inflation of 4 percent. C) deflation of 3.33 percent.
B) inflation of 3.33 percent. D) deflation of 4 percent.
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7.

The consumption schedule in the above diagram indicates that:
A) consumers will maximize their satisfaction where the consumption schedule and 45° line intersect.
B) up to a point consumption exceeds income, but then falls below income.
C) the MPC falls as income increases.
D) households consume as much as they earn.

8. Which of the following is correct?
A) APC + APS = 1.    B)  APC + MPS = 1.    C)  APS + MPC = 1.    D)  APS + MPS = 1.

9. The average propensity to consume indicates the:
A) amount by which income exceeds consumption.
B) relationship between a change in saving and the consequent change in consumption.
C) portion or fraction of total income which will be consumed.
D) portion or fraction of a change in income which will be consumed.

10. If the MPC is .8 and the disposable income is $200, then
A) consumption and saving cannot be determined from the information given.
B) saving will be $20.
C) personal consumption expenditures will be $80.
D) saving will be $40.
E) personal consumption expenditures will be $160.
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Answer Key -- Quiz201S

1. D
2. C
3. C
4. C
5. C
6. C
7. B
8. A
9. C

10. A
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