ECO 1002 “Introduction to Macroeconomics”
In-Class Quiz, Chapter 11
Which one of the following describes the relationship between production and inventories?
	a)
	If planned inventories are greater than actual inventories, then firms should increase production.

	b)
	If planned inventories are less than actual inventories, then firms should decrease production.

	c)
	If planned inventories are less than actual inventories, then firms should increase production.

	d)
	If planned inventories are greater than actual inventories, then firms should decrease production.


If the MPC is 0.8, then what must the spending multiplier be?
	a)
	5

	b)
	2

	c)
	1.2

	d)
	1.8


If the MPC is 0.5, and the government cuts spending by $400 billion, then the overall effect on GDP will be
	a)
	a decrease of $400 billion.

	b)
	an increase of $400 billion.

	c)
	a decrease of $800 billion.

	d)
	an increase of $800 billion.


Suppose Chen receives a promotion that earns him an additional $20,000 per year. If his MPC is 0.9, how much of the additional $20,000 that Chen earns will he spend?
	a)
	$20,000

	b)
	$2,500

	c)
	$17,500

	d)
	$18,000


Which one of the following can cause a decrease in consumption?
	a)
	Income increases.

	b)
	Interest rates increase.

	c)
	Wealth increases.

	d)
	Expected future income increases.



