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Which of the following are components of Gross Domestic Product (GDP)?

A. Consumption ✓
B. Investment ✓
C. Government Spending ✓
D. Net Exports ✓

Which factors can lead to economic growth?

A. Increased labor force ✓
B. Technological advancements ✓
C. Higher inflation rates
D. Improved productivity ✓

What is the primary measure used to assess the overall economic performance of a country?

A. Consumer Price Index (CPI)
B. Gross Domestic Product (GDP) ✓
C. Unemployment Rate
D. Balance of Trade

Which type of unemployment occurs when workers are between jobs or entering the workforce for
the first time?

A. Structural
B. Frictional ✓
C. Cyclical
D. Seasonal
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Explain how fiscal policy can be used to combat a recession. Include specific tools and their
expected impact on the economy.

To combat a recession, fiscal policy can be implemented through tools such as increased
government spending on infrastructure projects and tax cuts for individuals and businesses. These
measures aim to boost aggregate demand, create jobs, and stimulate economic activity, ultimately
leading to recovery from the recession.

Discuss the relationship between inflation and unemployment. How does the Phillips Curve illustrate
this relationship?

The Phillips Curve illustrates the relationship between inflation and unemployment by showing that
lower unemployment rates are associated with higher inflation rates, indicating a trade-off between
the two in the short run. This relationship can be influenced by factors such as expectations of
inflation and supply shocks, leading to shifts in the curve over time.

What are the tools used by central banks to implement monetary policy?

A. Open market operations ✓
B. Taxation
C. Interest rate adjustments ✓
D. Reserve requirements ✓

Which of the following are types of unemployment?

A. Frictional ✓
B. Structural ✓
C. Cyclical ✓
D. Seasonal ✓

What is the main objective of fiscal policy?

A. Controlling inflation
B. Regulating interest rates
C. Stabilizing the economy ✓
D. Managing exchange rates

Which index is commonly used to measure inflation?
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A. Producer Price Index (PPI)
B. Gross Domestic Product (GDP)
C. Consumer Price Index (CPI) ✓
D. Balance of Payments

Describe the role of the central bank in managing a country's economy. What are the potential
consequences of poor monetary policy?

The central bank manages a country's economy by setting interest rates, controlling inflation, and
regulating the banking system. Poor monetary policy can result in high inflation, economic
instability, and increased unemployment.

Analyze the impact of technological advancements on economic growth. Provide examples of how
technology has influenced productivity.

Technological advancements have a profound impact on economic growth by increasing
productivity through automation, improving communication, and fostering innovation. For instance,
the introduction of robotics in manufacturing has led to higher output and lower costs, while cloud
computing has enabled businesses to operate more efficiently and collaboratively.

Which of the following can influence aggregate demand?

A. Consumer confidence ✓
B. Government spending ✓
C. Tax rates ✓
D. Exchange rates ✓

What are the components of fiscal policy?

A. Government spending ✓
B. Taxation ✓
C. Interest rates
D. Money supply

What is the natural rate of unemployment?

A. The rate of unemployment during a recession
B. The rate of unemployment when the economy is at full employment ✓
C. The rate of unemployment that results from technological change
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D. The rate of unemployment that occurs due to seasonal factors

Which of the following best describes cyclical unemployment?

A. Unemployment due to changes in the seasons
B. Unemployment resulting from economic downturns ✓
C. Unemployment caused by mismatches in skills
D. Unemployment due to workers transitioning between jobs

Discuss the impact of exchange rates on international trade. How do fluctuations in exchange rates
affect a country's exports and imports?

Fluctuations in exchange rates affect a country's exports and imports by altering the price
competitiveness of goods. A stronger currency makes exports more expensive and imports cheaper,
potentially reducing export volumes and increasing import volumes, while a weaker currency has
the opposite effect.

Explain the concept of nominal vs. real GDP. Why is it important to distinguish between the two
when analyzing economic performance?

Nominal GDP is the total value of all goods and services produced in a country at current market
prices, without adjusting for inflation. In contrast, real GDP adjusts for inflation, reflecting the true
value of goods and services in constant prices. It is important to distinguish between the two
because nominal GDP can give a misleading impression of economic growth if inflation is high,
while real GDP provides a clearer picture of an economy's performance over time.

Which of the following are considered when calculating the Consumer Price Index (CPI)?

A. Housing costs ✓
B. Food prices ✓
C. Export values
D. Transportation costs ✓

What are potential effects of inflation on an economy?

A. Decreased purchasing power ✓
B. Increased interest rates ✓
C. Higher unemployment
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D. Lower GDP

What is the term for the total value of goods and services produced within a country in a given
period?

A. National Income
B. Gross Domestic Product (GDP) ✓
C. Net Exports
D. Aggregate Demand

Which of the following best describes structural unemployment?

A. Unemployment due to economic downturns
B. Unemployment caused by mismatches in skills ✓
C. Unemployment due to workers transitioning between jobs
D. Unemployment resulting from technological change

Describe how aggregate supply can be affected by changes in labor and capital. What are the
potential outcomes on the economy?

Aggregate supply can be affected by changes in labor through variations in workforce size, skill
levels, and productivity, while changes in capital, such as investment in machinery or technology,
can enhance production capabilities. An increase in labor and capital generally boosts aggregate
supply, leading to economic growth, while a decrease can restrict supply, resulting in higher prices
and slower economic activity.

Analyze the role of government intervention in a market economy. When is it beneficial, and when
might it lead to inefficiencies?

Government intervention is beneficial when addressing market failures, such as monopolies or
externalities, but can lead to inefficiencies when it disrupts the natural functioning of supply and
demand.

Evaluate the long-term implications of a high national debt on a country's economy. What strategies
can be employed to manage national debt effectively?

The long-term implications of a high national debt on a country's economy include potential crowd-
out of private investment, increased interest rates, and reduced fiscal flexibility, which can hinder
economic growth. Strategies to manage national debt effectively include implementing fiscal
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policies aimed at reducing deficits, promoting economic growth to increase revenue, and
considering debt restructuring or refinancing options.
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