CECN204: Exercise Questions Related to Business Cycles, Unemployment and Inflation
1. The phase of the business cycle where real domestic output is at a minimum is called:


A) the peak.


B) a recession.

C) the trough.


D) the boom.
2. Freba voluntarily quit her job as an insurance agent to return to school full-time to earn

    an MBA degree. With degree in hand she is now searching for a position in

    management. Freba presently is:


A) cyclically unemployed.
b) structurally unemployed.


C) frictionally unemployed.
D) not a member of the labour force.

3. At the economy’s natural rate of unemployment:


A) the economy achieves its potential output,


B) there is only a relatively small amount of cyclical unemployment.


C) only frictional unemployment exists.


D) only structural unemployment exists.

4. A large negative GDP gap implies:


A) an excess of imports over exports.


B) a low rate of frictional unemployment


C) a high rate of unemployment.


D) a sharply rising price level.

5. If the consumer price index falls from 120 to 116 in a particular year, the economy has

    experienced:


A) inflation of 4 percent.
B) inflation of 3.33 percent.


C) deflation of 3.33 percent.
D) deflation of 4 percent.

6. Assume that the natural rate of unemployment in the Canadian economy is 7 percent

    and the actual rate of unemployment is 9 percent. According to the Okun’s law, the

    GDP gap:


A) is 4 percent.

B) is 8 percent.


C) is 10 percent.

D) is 2 percent.

7. Suppose there are 5 million unemployed workers seeking jobs. After a period of time,

    one million of them become discouraged over their job prospects and cease to look for 

    work. As a result of this, official unemployment rate would:


A) increase in the short run but eventually decline.


B) increase.


C) decline.


D) be unchanged.

8. A nation has a population of 300 million people. Of these, 80 million are retired, in the

    military, in institutions, or under 15 years old. There are 210 million who are employed

    and 10 million who are unemployed. What is the unemployment rate?


A) 3.3 percent.


B) 3.6 percent.

C) 4.5 percent.


D) 5.2 percent.

9. A statement that is often used to describe demand-pull inflation is:


A) “a rising tide lifts all boats.”


B) “money is easily earned, but not easily saved.”


C) “too much money chasing too few goods.”


D) “there is no such thing as a free lunch.”

10. The provincial variation in economic fluctuations is the result of:


A) the availability, size, and quality of the factors of production, and the


     composition of industries in each province.


B) differences in calculation of the GDP growth in each province.


C) differences in the living standards among provinces.


D) differences in the population size in different provinces.

11. The production of durable goods varies more than the production of nondurable

      goods because: 


A) durables purchases are non-postponable and the producers of durables are


     competitive.


B) durables purchases are postponable and producers of durables are competitive.


C) nondurables purchase are postponable and the producers of nondurable are


     competitive.


D) durables purchases are postponable and producers of durables tend to have

                 monopoly power.

