Multiple Choice
· Canada is a mixed market economy
· A Command Economy is which the factors of production are in public ownership
· A Underground Economy results from bartering of services
· Socialism is based on public ownership of production but supports democratic and peaceful methods.
· Capitalism requires democratically elected government to maintain public order and to keep competition free and fair
· Transfer Payments are revenues that come from one province to fund social programs in another province. An attempt by the federal govt to redistribute wealth.
· Social Safety Net is government funded medical care.
· The extreme left political orientation is located between dictatorship and command economy
· The moderate right political orientation is located between the democracy and market economy
· Deflation is commonly associated with periods of great economic crisis
· Oil producers experience low oil prices and have decided to cut production. The determinant of price elasticity of demand and supply that applies to this situation is feasibility and cost of shortage.
· High interest rates have depressed the housing market. The determinant of price elasticity of demand and supply that applies to this situation is 
· The lower part of the production function curve within the range 0,0 and 3,25 is concave upward, and is indicative of increasing marginal productivity.
· The upper part of the curve within range 3,25 to 6 and 7,42 where output is maximized, is concave downward, declining marginal productivity.
·  Optimum level of production is the goal to aim for, rather than one that taxes capacity to the breaking point.
· Fixed and Variable cost are the only real costs
· Marginal cost, average total cost, average fixed cost, and average variable costs are all mathematically derived
· A firm`s family of short term cost curves is determined primarily by the law of Diminishing returns
· Zone 1 in the LRAC graph refers to Economies of scale regarding long range average production costs
· Zone 3 refers to Diseconomies of scale regarding long range average production costs
· The most fundamental feature of a perfectly competitive market is that is supplied by numerous, quite small enterprises.
· Firms in perfectly competitive market supply undifferentiated products and price is their only means of competition
· Companies that are able to influence as opposed to determine their fortunes in their markets are operating in national and global markets; they are considered part of a oligopoly and operate in market situations where their competitors are restricted
· Companies that are able to influence as opposed to determine their fortunes in their markets are locally-oriented enterprises; they are considered part of a monopoly and operate in market situations where their competitors are minimal
· Monopolistic competition features many firms and undifferentiated products
· In an oligopoly barriers to entry are significant and market power is quite a lot
· Monopolists control the entire market supply of the commodities they produce and therefore face a downward sloping demand curve
·  Monopolistic competition and Oligopoly always engage in non-price competition
· Companies that are able to influence as opposed to determine their fortunes in their markets are locally-oriented enterprises; they are considered part of a 
· A particular firm is able to establish monopoly in an industry from an economies of scale perspective because it has reduced long range average costs
· Natural monopolies  are instances where possession of a government-sanctions exclusive franchise over a given market area is a major source of their dominance
· Business organizations built on research and development of new products and processes are normally provided protection from competitive use of their inventions and innovations through Patent laws
· Sport leagues such as NHL,NBA and NFL are considered examples of monopolies
· Resource-based companies managing to establish a stranglehold on natural resource deposits of one kind or another is an example of acquiring ownership over essential inputs
· In 1998, Microsoft was sued by the American government based on the allegation that the company held a monopoly in computer operating systems that did not allow other companies to market software products that would utilise MS operating systems
· Monopolies that create internal operating practises which lead to diminished levels of profitability are susceptible to X inefficiency
· Marginal cost pricing is determined at the intersection of the marginal cost curve and the demand curve
· Fair- Return pricing is determined at the intersection of the average total cost curve and demand curve
· A monopolistically competitive enterprise in any industry has one important characteristic that makes it more like a monopoly than a perfectly competitive one. This distinguishing feature is known as Product Differentiation
· The foremost characteristic of the types of markets economists call oligopolies is distinctiveness
· [bookmark: _GoBack] Economists coin the term “mutual interdependence” in the price and output determining process under oligopolistic conditions
· One factor that is an important causal factor in the evolution of oligopolistic enterprise is merger
· Conspiracy is an anti-competitive term used to describe collusion by firms to fix prices, allocate market shares or restrict entry
· In the base year when calculating gdp deflator, nominal and real gdp’s are the same
· Gdp at current or market prices is another term for nominal gdp
· Unemployment is an example of a lagging indicator
· Personal income is an example of a coincident indicator
· The cost of living allowance provision included in collective agreements is meant to maintain purchasing power
· The auto sector  has recently seen the greatest job growth
· Housework is an example of the limitations of non-market transactions
· The gdp per capita data is an example of the limitations of population in the calculation of a nations gdp
· The statistic describing the number of people of working age who are physically and psychologically able to work is called the labour force population
· Structural Unemployment occurs when the skills of workers no longer matches the pattern of demand in the economy
· When one is measuring the quantity in the AD definition, one is measuring the desired level of total spending on the real gdp of a country
· Production capacity  does not affect the level of consumers’ expenditure
· Exchange rates refer to change in net exports regarding changes in aggregate demand
·  In a recessionary gap, the AD curve intersects the AS cure to the left of the full-employment equilibrium
· The Keynesian Range in an Aggregate Supply Curve represents low levels of output
· Full employment is represented where the AD curve cuts across the AS curve at the equilibrium of the Intermediate and Classical ranges
· A Decrease in business subsidies would not shift the AS to the left
· A decrease in the level of government regulation  would shift the AS to the right
· A decrease in consumption would shift the AD to the left
· 2 consecutive quarters of negative growth terms a recession
· The increase/decrease in AS is primarily impacted by unit production costs
· The peak phase of the business cycle is characterized by high level real output, low unemployment and high inflation
·  The recession phase of the business cycle is characterized by declining real output, increasing unemployment and declining inflation
· In understanding Aggregate Demand, one must realize that the price is the average level of all prices or the rate of inflation
· The great depression was exacerbated by the stickiness of prices created by the oligopolistic character of companies choosing to cut output rather than lower prices in the face of declining demand
· According to Keynes, a depression level equilibrium required an increase in aggregate spending to stimulate business to increase output and therefore increase employment
· A government budget is known to economists as its Discretionary Fiscal Policy
· In the case where  Unemployment is the main problem, a expansionary fiscal policy is illustrated by increasing spending or reducing taxes
· Contractionary fiscal policy requires decreasing spending and increasing taxes to create a budget surplus
· Export spending is not a leakage
· If the sum of 3 leakages is greater than the sum of the 3 injections aggregate demand will shrink
· An example of an automatic stabilizer is a welfare payment
· An impact lag is the time required before the full effects can be felt of utilizing discretionary fiscal policy
· A structural deficit occurs when the shortfall between the income and spending is systemic and normally requires deliberate action, typically either tax increases or spending cuts to correct
· The Annually balanced budget principal advocates that government expenditures not exceed its expected revenue from taxes
· The federal government’s estimate for the 2012-2013 budget deficit is 21.1 billion
· Canada’s current debt is  584 billion
· People who wish to work but have decided not to pursue a job search strategy are termed discouraged workers
· GDP gap is the difference between actual output and potential output
· Natural unemployment is the combination of frictional and structural unemployment that persists in and efficient, expanding economy
· Full employment occurs when cyclical unemployment has been eliminated
· Natural unemployment can be sustained with no changes in inflation
· Gross Investment includes spending on all forms of construction which is part of the expenditures approach to gdp. 
·  The most important component of the expenditures approach to gdp is personal consumption
· Okun’s law  states that for every 1% that actual employment rate exceeds the natural rate, there is generated a 2% gdp gap
· Inflation occurs because both consumer demand and prices of productive resources rise
· Indexing completely offsets the inflation rate
· Consumer Price Index measures the change in the prices of consumer goods
· Bank of Canada monitors inflation in Canada
· Seasonal  unemployment occurs when farmers’ markets are closed during the winter season in southwestern Ontario
· Increasing interest rates is another phrase for withdrawing monetary policy stimulus
· The Bond Market detects inflation earlier than any other market
· The bank of Canada inflation target is 2.0% over the medium term
· The threat of the global economy is deflation  is why it is surprising that the bank of Canada is still in the game of inflation control.
· The relationship between the Bank of Canada rate and inflation rate is the bank of Canada is 2-3% above inflation
· A Strong Canadian Dollar is preventing the Bank of Canada from raising interest rates in the near future
· Demand deposits include personal chequing accounts, saving accounts and business current accounts
· The notice deposits require its holder to give notice to the relevant deposit taking institution before any withdrawal is made. Since notice deposits exclude cheque writing privileges and cannot be withdrawn without a waiting period, they do earn some interest. Notice deposits are primarily used by businesses
·  Other deposits include money market funds and foreign currency accounts
· The transactions demand for money stems from the need to  buy commodities
· The Fractional reserve principal allows banks to lend out most of the deposits they receive at a profit making rate of return
· Holding money at a low rate of interest as opposed to investing in another financial asset involves opportunity cost
· Monetary policy is a process of intervention by the central bank to control the money supply in the interests of maintaining a stable, growing economy marked by high gdp, low unemployment, high income, non-inflationary price levels and a currency that retained its value on foreign exchange markets
· Treasury bills are short term securities over periods from 91 days to 1 year
· Expansionary monetary policy enables central banks to but government securities which buy the reserves of commercial banks without increasing their deposit liabilities
· The bank rate is the rate of interest that a central bank would charge commercial banks for funds they might borrow from it
· The goal of monetary policy is to help stabilize the real economy
· Monetarists believe that central banks should stick to no more than a  3% increase in the money supply which is equivalent to the medium term average rate of growth of modern economies
· Two challenges solved by the study of economics is  getting the biggest bang for your buck and maximizing business profits
· Economics is termed the science that studies how people satisfy their wants for commodities
· Wants are what motivate human behaviour
· Needs are things that keep us alive
· Desires  are things we believe make us happy
· Commodities  are the means by which we seek to satisfy our wants
· Natural resources are what economists call gifts of nature
· Human Resources is the physical person power represented in a population
· Capital  is a special class of goods termed variously capital which are required to make the final product
· Choice is most often a choice on how to best allocate your time
· Opportunity cost is what you have to sacrifice in order to choose one thing over another
· Analytical Economics is the branch of economics that deals with facts that are currently present. Two branches descriptive and conditional statements
· Normative economics deals primarily with statements that express what a particular economists believes

A large gas station sells 10 million litres of gas a month at a price of $0.95 per litre. If the stations owners raise their price to $1.25 per litre, the quantity demanded by the station`s customers falls to 7.2 million litres. What is the coefficient of demand?
Denominator                                                                       Numerator
P1-P2=-0.30=^P                                                                  D1-D2= 2.8 million
(P1+P2)/2=1.1                                                                     (D1+D2)/2= 8.6
0.3/1.1*100=27%                                                   2.8/8.6*100=32.55
32.55/27= 1.2

Assume that the market price of steel rises from $100 per tonne to $160. The manufacturer expands production immediately from 2 million tonnes a day to 5 million tonnes per day. What is the coefficient of supply?
Denominator					Numerator
P1-P2=60                                                                        D1-D2=3million
(P1+P2)/2= 130       				    (D1+D2)/2=3.5
60/130*100=46.15				   3/3.5*100=85.71
85.71/46.15=1.86

Expenditure approach to gdp
Gdp=c+i+g+(x-m)
=95+44+59+(24-16)
= 206 billion
Income based estimate of the economy’s gdp is
Gdp=w+p+i+r+it+d
Gdp=92+47+12+33+20+(44-31)
Gdp= 217 billion
Assume that Canada has a labour force of 18,200,000 and the number of people employed is 16,100,000. What is the unemployment rate?
16,100,000/18,200,000*100= 84.56
EI=1-84.56
= 11.54%
Canada’s gdp in the year 2008 was measured at 1.25 trillion when the unemployment was 7.6%. If the natural rate of unemployment is 6.5%, Canada’s gdp gap in the year 2010 was?
1.25*(7.6-6.5)/100*2
Gdp gap= 0.275 or 27.5 billion
How much did real GDP grow?
310/112*100=276.78							679/152*100=446.71
(446.71-276.78)/276.78= 0.61
Therefore, 61%.
J. Delaney enterprises has negotiated a collective agreement with its workers that full protects them against the effects of inflation by fully indexing wages to the CPI. If the wage in the first year was 27.87 per hour when CPI was 109, what is the wage now at the third year when CPI is 127?
109/127x=27.87*127/109
= 32.47

