
Economics 
1. Which one of the following items would best fit the definition of money in the United States? 

    A. gold stored at Fort Knox 

    B. notes, bonds, and bills issued by the U. S. Treasury 

    C. government securities held by the Federal Reserve 

    D. currency and bank deposits 

 

2. If the United States is abundant in fertile soil and Saudi Arabia is abundant in oil, what can we expect 

these two countries to trade with each other? 

    A. The United States will import both food commodities to Saudi Arabia and export nothing. 

    B. The United States will export food commodities to Saudi Arabia and import oil in return. 

    C. The United States will export both food commodities and oil to Saudi Arabia and import nothing in 

return. 

    D. The United States will export oil to Saudi Arabia and import food commodities in return. 

 

3. Assuming there is high unemployment during a recession, which one of the following would 

economists recommend to restore full employment? 

    A. a protectionist trade policy 

    B. a contractionary fiscal policy 

    C. a contractionary monetary policy 

    D. an expansionary monetary policy 

 

4. Regions with concentrations of natural resources will enjoy which one of the following? 

    A. lower transportation costs involving those resources 

    B. trade deficits 

    C. high unemployment 

    D. greater opportunity costs for production 

 

5. On a Saturday night, you have the choice to go to a movie, go out to eat, or go bowling. You decide to 

go out to eat and your second choice is to go bowling. What would that make going bowling? 

    A. opportunity cost 

    B. choice 

    C. scarcity 

    D. trade off 

 

6. An economic policy should only be implemented when 

    A. it eliminates the scarcity of a resource. 

    B. surpluses are a problem. 

    C. there is great need for the policy. 

    D. the benefits exceed the costs. 

 



7. In 1950, about 7 million American workers were employed in agriculture and related industries. By 

2013, the number of American workers employed in agriculture and related industries had fallen to 

about 2 million. What do these data reflect? 

    A. The output of agriculture and related industries necessarily decreased with fewer workers. 

    B. Employment in agriculture and related industries expanded as labor productivity increased. 

    C. Employment in agriculture and related industries contracted as labor productivity increased. 

    D. The decrease in employment reflects reduced labor productivity in agriculture and related 

industries. 

 

8. Economists referred to variously as monetarists, non-activists, neoclassical, supply-siders, etc. 

generally believe that the best policies 

    A. expand the role of government and strengthen regulations on businesses. 

    B. involve fine tuning monetary and fiscal policy to fight recessions and inflation. 

    C. are stable policies with limited government intervention. 

    D. involve using monetary policy to fight recessions and fiscal policy to fight inflation. 

 

9. If individual consumers increase the demand for products packaged in recyclable paper and reduce 

their demand for products in nonrecyclable material, how will producers respond? 

    A. Producers will put fewer products in recyclable paper and more products in nonrecyclable material. 

    B. Producers will put more products in recyclable paper and fewer products in nonrecyclable material. 

    C. Producers will substitute nonrecyclable material for recyclable paper. 

    D. Producers will continue to package their products the same way they had been because they have 

no incentive to respond to changes in demand. 

 

10. What could a nation do to stimulate economic growth? 

    A. advertise 

    B. lay off part of labor force 

    C. increase taxes 

    D. improve use of underutilized resources 

 

11. How does scarcity apply to exchange? 

    A. Scarcity has no impact on exchange. 

    B. Excessive exchanges lead to scarcity. 

    C. Surplus of a good can be exchanged for one that is scarce. 

    D. Scarcity of a good is exchanged for surplus. 

 

12. Economic analysis is based on the assumption that people act: 

    A. so as not to maximize utility 

    B. altruistically 

    C. in a randomized manner 

    D. in their own self-interest 

 



13. The additional cost to produce one more unit of output is called: 

    A. fixed cost 

    B. marginal cost 

    C. average cost 

    D. variable cost 

 

14. Which one of the following is a true statement? 

    A. trade-offs are the value of the "second choice" 

    B. opportunity cost is sacrificing one thing for another 

    C. opportunity costs create trade-offs 

    D. trade-offs create opportunity costs 

 

15. Why does scarcity require individuals to make choices? 

    A. resources, goods, and services are scarce 

    B. government determines the amount produced 

    C. people are both consumers and producers 

    D. services are consumed as they are produced 

 

16. Why does scarcity require individuals to make choices? 

    A. resources, goods, and services are scarce 

    B. services are consumed as they are produced 

    C. government determines the amount produced 

    D. people are both consumers and producers 

 

17. Many aspects of consumer buying decisions are affected by the individual's level of involvement. 

This is due to 

    A. the amount of external search that an individual puts into the decision-making process. 

    B. a combination of an individual's demographic factors. 

    C. the importance and intensity of interest in a product in a particular situation. 

    D. the buyer's perception, motives, and abilities. 

 

18. A competitive firm produces two goods, baseballs and softballs, and is operating at maximum 

efficiency. If the firm decides to produce more softballs, it will have to: 

    A. increase the price of softballs 

    B. produce fewer baseballs 

    C. produce more baseballs as well 

    D. lower the price of baseballs 

 

19. In some nations large amounts of goods and services are produced in the household for family 

consumption. In these nations, statistical measures of income will show that the population is: 

    A. richer than nations where production and trade occur in markets 



    B. either richer or poorer than nations where production and trade occur in markets, depending on 

the size of the national government 

    C. poorer than nations where production and trade occur in markets 

    D. the same as those nations where production and trade occur in markets 

 

20. If the United States wanted to expand economic growth over the long term, it should invest more in: 

    A. luxury goods 

    B. consumer goods 

    C. capital goods 

    D. necessities 

 

21. Which one of the following is a basic element of capitalism? 

    A. government ownership of the means of production 

    B. private property rights 

    C. central planning 

    D. a guaranteed job for every worker 

 

22. In a competitive market economy firms will seek to: 

    A. maximize price and maximize profit 

    B. minimize costs and minimize price 

    C. maximize costs and maximize price 

    D. minimize costs and maximize profit 

 

23. A profit is equal to? 

    A. Price minus average cost 

    B. Total revenue minus total cost 

    C. Revenue minus average cost 

    D. Total revenue minus average cost 

 

24. In a mixed economy, the three basic economic questions are answered by: 

    A. markets and governments 

    B. capitalists and large industrial concerns 

    C. entrepreneurs and financial institutions 

    D. a central planning agency and decentralized governments 

 

25. What is a characteristic of commercial culture? 

    A. Artists produce what government officials order them to produce. 

    B. Artists produce the same works year after year. 

    C. Artists create what they expect government officials will buy. 

    D. Artists create what they expect consumers will buy. 

 



26. A profit seeking decision-maker that starts with an idea, organizes an enterprise to bring that idea to 

life, and assumes the risk of the operation is called: 

    A. an entrepreneur 

    B. a capitalist 

    C. a labor organizer 

    D. a venture banker 

 

27. What indicator measures the unit labor costs of producing each unit of output in the U.S. economy? 

    A. costs 

    B. wages 

    C. inflation 

    D. interest rates 

 

28. What economic law states that if one input in the production of a commodity is increased while all 

others are fixed, a point will be reached where additions of the input yield smaller increases in output? 

    A. diminishing returns 

    B. marginal inputs 

    C. potential outputs 

    D. production possibilities 

 

29. A typical difference between investments in human capital and investments in physical capital is that 

    A. physical capital decisions do not consider time as an important factor in measuring returns. 

    B. human capital decisions often involve non-pecuniary considerations. 

    C. human capital decisions are uninfluenced by pecuniary considerations. 

    D. physical capital decisions are less motivated by profit. 

 

30. ____ means producing the maximum possible output from available resources. 

    A. Productivity 

    B. Equilibrium 

    C. Efficiency 

    D. Maximization 

 

31. In competitive labor markets, workers 

    A. are frequently not paid. 

    B. are paid equal to their contribution to a firm's revenue. 

    C. are paid more than they are worth. 

    D. are exploited. 

 

32. What is specialization? 

    A. Specialization is to concentrate on producing a single good or service. 

    B. Specialization is to produce a diversified combination of goods and services. 

    C. Specialization is multitasking. 



    D. Specialization is to perform a variety of tasks in the production process. 

 

33. Joe knows how to measure and cut wood to produce wood floors and so does Steve. If each works 

by himself, Joe can produce three wood floors per week and Steve can produce two. If, alternatively, Joe 

specializes in measuring the wood and Steve specializes in cutting, what is the most likely outcome? 

    A. Joe and Steve will produce fewer than five wood floors per week. 

    B. Joe and Steve will still only be able to produce five wood floors per week. 

    C. Specialization will prevent Joe and Steve from producing any wood floors. 

    D. Specialization will enable Joe and Steve to produce more than five wood floors per week. 

 

34. If Congress and the President pass an investment tax credit, what will be the effect on investment 

and labor productivity? 

    A. Firms will reduce investment and labor productivity will rise. 

    B. Firms will reduce investment and labor productivity will fall. 

    C. Firms will increase investment and labor productivity will rise. 

    D. Firms will increase investment and labor productivity will fall. 

 

35. If the government subsidizes ethanol production, what will happen? 

    A. The government will tax firms that produce ethanol, so those firms will reduce their production of 

ethanol. 

    B. The government will tax firms that produce ethanol, so those firms will increase their production of 

ethanol. 

    C. The government will give money to firms that produce ethanol, so those firms will increase their 

production of ethanol. 

    D. The government will give money to firms that produce ethanol, so those firms will reduce their 

production of ethanol. 

 

36. Which one of the following is a question that a microeconomist would ask? 

    A. How does the typical American's standard of living rise over time? 

    B. What causes inflation? 

    C. Why is the unemployment rate above the long-run average? 

    D. How does a firm decide what price to charge? 

 

37. Where can one find GDP per capita of various nations? 

    A. Bureau of Economic Analysis 

    B. U.S. Treasury 

    C. World Factbook 

    D. Office of Management and Budget 

 

38. Where can one find GDP per capita of various nations? 

    A. World Factbook 

    B. Bureau of Economic Analysis 



    C. U.S. Treasury 

    D. Office of Management and Budget 

 

39. The consumer price index rose from 22.1 in June 1947 to 232.9 in June 2013. What happened to the 

purchasing power of the dollar during this time? 

    A. The purchasing power of the dollar rose 954 percent. 

    B. The purchasing power of the dollar fell 91 percent. 

    C. The purchasing power of the dollar rose 211 percent. 

    D. The purchasing power of the dollar fell 11 percent. 

 

40. What is the market value of all goods and services produced in a country in a year and is considered 

an indicator of a country's standard of living? 

    A. GNP 

    B. GDP 

    C. PPI 

    D. CPI 

 

41. If disposable income rises, what can we expect? 

    A. reduced saving 

    B. greater consumption 

    C. reduced consumption 

    D. reduced investment 

 

42. Which one of the following groups is most likely to benefit from periods of unexpected inflation? 

    A. individuals below the poverty line 

    B. borrowers 

    C. investors 

    D. savers 

 

43. During a recession the unemployment rate is: 

    A. rising and output is falling 

    B. falling and output is falling 

    C. rising and output is rising 

    D. falling and output is rising 

 

44. What is gross domestic product (GDP)? 

    A. GDP is the market value of all the assets owned by the residents of a country minus the market 

value of all the liabilities they owe at a given point in time. 

    B. GDP is the market value of all intermediate goods and services plus the market value of all final 

goods and services produced within the borders of a country over a period of time such as a quarter or a 

year. 



    C. GDP is the market value of all final goods and services produced within the borders of a country 

over a period of time such as a quarter or a year. 

    D. GDP is the market value of all the assets owned by residents of a country at a given point in time. 

 

45. Which one of the following contributes to a higher real GDP? 

    A. a larger stock of physical capital 

    B. a smaller labor force 

    C. fewer natural resources 

    D. technological setbacks 

 

46. The law of supply indicates that 

    A. the supply curve is down sloping. 

    B. producers will offer more of a product at lower prices than at higher prices. 

    C. producers will supply more of a product at higher prices than at lower prices. 

    D. consumers purchase less of a product at higher prices. 

 

47. Expectations of a shortage will have what effect on demand? 

    A. decrease it 

    B. increase it 

    C. cannot be determined 

    D. have no effect 

 

48. If two goods are considered complements: 

    A. they are consumed independently 

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

    C. they are inferior goods 

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

 

49. If demand is perfectly elastic and supply increases, price will 

    A. remain the same. 

    B. decrease. 

    C. increase. 

    D. be indeterminante. 

 

50. Suppose a price floor is placed on wheat, what is the likely effect? 

    A. less quantity available 

    B. a surplus 

    C. a lower price 

    D. a shortage 

 

51. When the United States sells cars that were produced domestically to Japan these are called: 

    A. imports 



    B. capital goods 

    C. exports 

    D. investment goods 

 

52. The principle of comparative advantage suggests that nations should produce goods: 

    A. where they have the lowest opportunity cost 

    B. that require the fewest capital investments 

    C. that require the most capital investments 

    D. where they have the highest opportunity cost 

 

53. Import quotas are: 

    A. government-required licensing agreements 

    B. minimum limits on quantity of a good that can be imported into a country 

    C. outlawed by GATT, starting in the year 2010 

    D. maximum limits on quantity of a good that can be imported into a country 

 

54. The appreciation of the yen versus the dollar means a vacation for Japanese tourists coming to the 

United States is 

    A. not able to be determined. 

    B. costs the same. 

    C. cheaper. 

    D. more expensive. 

 

55. A quota is 

    A. a limit on quantity of imports crossing the border. 

    B. a limit on price imports can charge. 

    C. a tax on imports. 

    D. a tax on exports. 

 

56. A nation that produces bicycles and corn can only produce beyond its production possibilities curve 

when it 

    A. increases the price of both bicycles and corn. 

    B. uses trade barriers to promote domestic industries. 

    C. lowers the price of both bicycles and corn. 

    D. engages in international trade. 

 

57. If one seller reduces the price of his goods against another seller, what type of competition is that? 

    A. price competition 

    B. advertising 

    C. innovation 

    D. nonprice competition 

 



58. If one seller reduces the price of his goods against another seller, what type of competition is that? 

    A. nonprice competition 

    B. price competition 

    C. advertising 

    D. innovation 

 

59. As long as the demand curve slopes downward, a leftward shift of the supply curve: 

    A. increases supply and decreases price 

    B. increases price and increases the quantity 

    C. decreases quantity demanded 

    D. increases price but reduces the quantity 

 

60. The "efficient" market structure is represented by 

    A. monopolistic competition. 

    B. pure monopoly. 

    C. oligopoly. 

    D. pure competition. 

 

61. Which of the following market structures have economic profits competed away by new firms 

entering the industry in the long run? 

    A. Monopolistic competition and oligopoly 

    B. Monopoly and oligopoly 

    C. Monopolistic competition and pure competition 

    D. Monopoly and pure competition 

 

62. The optimal level of pollution for society is when 

    A. the marginal benefits of pollution equal the marginal costs of pollution. 

    B. the profits for firms is maximized. 

    C. there is zero pollution. 

    D. the pollution is externalized. 

 

63. When barriers to entry are high in an industry this generally results in: 

    A. less competition and higher prices 

    B. more competition and higher prices 

    C. more competition and lower prices 

    D. less competition and lower prices 

 

64. A monopolist may obtain economic profits in the long run because: 

    A. of rising average fixed costs 

    B. of barriers to entry of any new competition 

    C. of advertising 

    D. marginal revenue is constant 



 

65. Which market structure is a price taker? 

    A. monopolistic competition 

    B. pure competition 

    C. pure monopoly 

    D. oligopoly 

 

66. Which of the following best describes monopoly? 

    A. price chooser, one firm 

    B. easy entry, one firm 

    C. price chooser, lots of firms 

    D. barrier to entry, lots of firms 

 

67. In the short run, a purely competitive firm should produce as long as total revenue covers its 

    A. total variable costs. 

    B. marginal costs. 

    C. total fixed costs. 

    D. accounting costs. 

 

68. If the real rate of interest is 4 percent and an inflation rate of 6 percent is expected, nominal interest 

rates would be: 

    A. 4 percent 

    B. 6 percent 

    C. 10 percent 

    D. 2 percent 

 

69. What is the purpose of a stock market? 

    A. gambling 

    B. the determination of currency exchange rates 

    C. raising funds for entrepreneurs and corporations 

    D. the determination of interest rates 

 

70. The prime rate 

    A. is the rate the Federal Reserve charges commercial banks for loans from Federal Reserve banks. 

    B. is the interest rate commercial banks give to their best customers. 

    C. is the interest rate on treasury bonds. 

    D. is the interest rate commercial banks charge other commercial banks. 

 

71. If savings in an economy significantly exceed borrowing, then we would expect: 

    A. the monetary base to contract 

    B. the supply of money to decline 

    C. interest rates to fall 



    D. a loss of confidence in the loanable funds market 

 

72. If the real interest rate rises, 

    A. investment spending is unaffected. 

    B. investment spending tends to increase. 

    C. the expected return increases. 

    D. investment spending tends to decrease. 

 

73. An economic profit is equal to 

    A. total revenue-implicit costs. 

    B. accounting profit-implicit costs. 

    C. accounting profit+implicit costs. 

    D. total revenue-explicit costs. 

 

74. Studies have shown that nations that invest more in productive projects generally have: 

    A. higher future incomes 

    B. lower rates of economic growth 

    C. lower nominal interest rates 

    D. higher current consumption 

 

75. What is the credit market? 

    A. the market for equity 

    B. the market for foreign currency 

    C. the market for goods and services 

    D. the market for debt 

 

76. Which form of credit is most likely to be secured? 

    A. a student loan 

    B. a car loan 

    C. credit card debt 

    D. a personal loan for a vacation 

 

77. Increased government regulations will likely have what effect on the costs of production and supply 

in product markets? 

    A. costs decrease, supply increases 

    B. costs increase, supply increases 

    C. costs decrease, supply decreases 

    D. costs increase, supply decreases 

 

78. Which one would be considered a public good or service? 

    A. franchise restaurant 

    B. locally owned restaurant 



    C. city library 

    D. stockholder owned discount chain 

 

79. How can governments redistribute wealth in a nation? 

    A. tax breaks for the very wealthy 

    B. removal of entitlement programs 

    C. cannot be redistributed 

    D. personal taxes on some and benefits to others 

 

80. The biggest portion of federal tax revenue comes from 

    A. corporate income tax. 

    B. payroll taxes. 

    C. excise tax. 

    D. personal income tax. 

 

81. What is the government budget deficit? 

    A. an excess of exports over imports 

    B. an excess of government expenditures over tax revenue 

    C. an excess of imports over exports 

    D. an excess of tax revenue over government expenditures 

 

82. Historically, which economic philosophy has created more wealth than any of the alternatives? 

    A. communism 

    B. socialism 

    C. fascism 

    D. capitalism 

 

83. In order for capital formation to occur there must be 

    A. banks. 

    B. property rights. 

    C. political freedom. 

    D. a dictatorship. 

 

84. A minimum wage will most likely result in 

    A. more employment and a shortage of jobs. 

    B. less employment and a surplus of workers. 

    C. more employment and a surplus of workers. 

    D. less employment and a shortage of workers. 

 

85. If the government extends the duration of unemployment benefits from 26 weeks to 99, what will 

be the effect? 



    A. Unemployed workers will have less incentive to accept the next job offer that comes along, and 

they will prolong their job searches. 

    B. Unemployed workers will have more incentive to accept the next job offer that comes along, and 

they will prolong their job searches. 

    C. Unemployed workers will have less incentive to accept the next job offer that comes along, and 

they will shorten the length of time spent searching for a job. 

    D. Unemployed workers will have more incentive to accept the next job offer that comes along, and 

they will shorten the length of time spent searching for a job. 

 

86. Suppose the economy is in the midst of a recession, active fiscal policy would 

    A. increase taxes. 

    B. cut taxes. 

    C. postpone discretionary spending for highways. 

    D. reduce government spending. 

 

87. The central bank of the United States is the: 

    A. Chase USA 

    B. Bank of America 

    C. the Treasury 

    D. Federal Reserve 

 

88. Government borrowing that leads to less private borrowing and investing is called 

    A. net exports effect. 

    B. crowding out effect. 

    C. balloon debts. 

    D. time lags. 

 

89. Monetary policy to fight demand pull inflation would 

    A. increase reserve requirement, lower discount rate, and buy government securities. 

    B. increase reserve requirement, raise discount rate, and buy government securities. 

    C. increase reserve requirement, raise discount rate, and sell government securities. 

    D. decrease reserve requirement, lower discount rate, and sell government securities. 

 

90. If an economy were deep in a recession, what would be the most appropriate types of 

countercyclical policies? 

    A. restrictive monetary and fiscal policies 

    B. expansionary monetary policy and restrictive fiscal policy 

    C. expansionary monetary and fiscal policies 

    D. restrictive monetary policy and expansionary fiscal policy 

 

91. Firms which produce the same final product and merge are called 

    A. vertical mergers. 



    B. horizontal mergers. 

    C. extra mergers. 

    D. conglomerate mergers. 

 

92. The driving force behind successful businesses is the pursuit of: 

    A. perfection 

    B. socially desirable outcomes 

    C. profit 

    D. favorable government regulations 

 

93. What is a service provided by an investment bank? 

    A. facilitate mergers and corporate reorganizations 

    B. accept deposits 

    C. issue debit cards 

    D. make loans to individuals 

 

94. An individual who takes risk in profit seeking ventures is called: 

    A. a bureaucrat 

    B. an entrepreneur 

    C. a corporate stakeholder 

    D. a political activist 

 

95. What are the goals of a labor union? 

    A. higher pay and better working conditions for workers 

    B. higher profits and higher stock prices for owners 

    C. lower prices and higher quality for consumers 

    D. reduced job security and reduced health benefits for workers 

 

96. What does the circular flow of the economy show? 

    A. income equals expenditures 

    B. saving equals government spending 

    C. wages equal profits 

    D. taxes equal investment 

 

97. What do firms do in the circular flow of the economy? 

    A. Firms pay incomes and make investment expenditures. 

    B. Firms collect taxes and make government expenditures. 

    C. Firms collect taxes and make investment expenditures. 

    D. Firms pay incomes and make government expenditures. 

 

98. If households increase their saving in the circular flow of the economy, what else will happen? 

    A. Firms will reduce their investment expenditures. 



    B. Foreigners will reduce their purchases of domestic output. 

    C. Firms will increase their investment expenditures. 

    D. Government will reduce its expenditures. 

 

99. When the federal government is pursuing a restrictive fiscal policy, we would expect that: 

    A. the money supply is declining 

    B. the budget deficit is declining 

    C. the budget deficit is increasing 

    D. the money supply is increasing 

 

100. Which one of the following statements best describes the business cycle? 

    A. promotion, place, and price 

    B. irregular fluctuations in output, employment, and prices 

    C. regular fluctuations in output, employment, and prices 

    D. innovation, mass production, and obsolescence 
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1. D 

2. B 

3. D 

4. A 

5. D 

6. D 

7. C 

8. C 

9. B 

10. D 

11. C 

12. D 

13. B 

14. D 

15. A 

16. A 

17. C 

18. B 

19. C 

20. C 

21. B 

22. D 

23. B 

24. A 

25. D 

26. A 

27. A 

28. A 

29. B 

30. C 

31. B 

32. A 

33. D 

34. C 
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36. D 

37. C 

38. A 
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43. A 

44. C 
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46. C 

47. B 
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78. C 

79. D 

80. D 

81. B 

82. D 

83. B 

84. B 

85. A 
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87. D 
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91. B 
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98. C 
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100. B 

 


