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1. Gross domestic product in the economy is measured by the 

A) total number of goods and services produced in the economy. 

B) dollar value of all final goods and services produced in the economy. 

C) total number of goods produced in the economy. 

D) total number of services produced in the economy. 

 

 

2. In calculating gross domestic product, the Bureau of Economic Analysis uses the sum of the 

market value of final goods and services produced.  This means that the BEA  

A) simply counts the total number of goods produced in the market place and then adds them up.  

B) values goods at their market prices, multiplies them by the quantity produced, and then adds 

them up. 

C) simply counts the total number of goods and services produced in the marketplace and then 

adds them up.  

D) values goods and services at their market prices, multiplies them by the quantity produced, 

and then adds them up. 

 

 

3.  Which of the following goods is directly counted in GDP? 

A) the lettuce that Subway purchases for its sandwiches 

B) the bread that Subway purchases for its sandwiches 

C) a 12-inch Subway sandwich purchased by a student 

D) the plastic bags that Subway purchases to wrap its sandwiches 

 

 

4. Suppose, in 2012, you purchased a house built in 2003. Which of the following would be 

included in the gross domestic product for 2012? 

A) the value of the house in 2012 

B) the value of the house in 2003 

C) the value of the house in 2012 minus depreciation 

D) the value of the services of the real estate agent 

 

 

5.  A car that is produced in 2012 is not sold until 2013. According to the definition of GDP, in 

which year's GDP should it be counted? 

A) 2012 

B) 2013 

C) Half of the sales price will count as part of 2012 GDP and half will count as part of 2013 

GDP. 

D) The production cost will count as part of 2012 GDP while the sales price will count as part of 

2013 GDP. 



6.  Which of the following are not considered part of government purchases? 

A) welfare benefits 

B) teacher's salaries paid by a local government 

C) a tank purchased by the federal government  

D) a bridge purchased by the state government 

 

 

7.  Investment, as defined by economists, would include the purchase of a 

A) corporate bond. 

B) government bond. 

C) share of stock in ExxonMobil.  

D) computer by an accounting firm. 

 

 

8. Investment, as defined by economists, would not include which of the following?  Ford  

A) buys a new robotic machine (from a plant in Ohio) to assemble cars. 

B) adds 1,000 new cars to inventories. 

C) builds another assembly plant in the United States. 

D) buys U.S. government bonds. 

 

 

9. The purchase of a new house is included in 

A) consumption expenditures. 

B) investment expenditures. 

C) government purchases. 

D) net exports. 

 

 

10. To calculate GDP by the expenditure method, one must add 

A) wages, rents, interest, and profits. 

B) consumption spending, investment spending, government spending and net exports. 

C) consumption spending, investment spending, government spending and exports. 

D) labor, natural resources, entrepreneurship, and capital. 

 

 

11. Which component of GDP typically has a negative value? 

A) consumption  

B) investment 

C) government spending 

D) net exports 

 

12. What is the largest component of spending in the United States? 

A) consumption spending 

B) investment spending 

C) government spending 

D) net investment spending 



13. Gross domestic product understates the total production of final goods and services because 

of the omission of 

A) intermediate goods. 

B) underground economy. 

C) household production. 

D) both B and C. 

 

 

14. A sharp increase in the divorce rate increases the number of lawyers hired to determine 

divorce settlements.  This will 

A) increase GDP and increase well-being in the economy. 

B) increase GDP but decrease well-being in the economy. 

C) decrease GDP but increase well-being in the economy. 

D) decrease GDP and decrease well-being in the economy. 

 

 

15. Increases in real GDP would understate the well-being of a country over time if, over that 

time period, the 

A) crime rate increased. 

B) percentage of people addicted to illegal drugs increased. 

C) amount of pollution decreased. 

D) average hours worked per week decreased. 

 

 

16. If GDP calculations included measurements of pollution and environmental damage, GDP 

values would most likely be 

A) greater than their values without these measurements. 

B) less than their values without these measurements. 

C) unchanged from their values without these measurements. 

D) meaningless, since GDP values without these measurements would no longer be of value. 

 

 

17. Nominal GDP is GDP in a given year 

A) adjusted for inflation. 

B) adjusted for anticipated inflation. 

C) valued in the prices of that year. 

D) valued in the prices of the base year. 

 

 

18. Real GDP is GDP in a given year 

A) adjusted only for anticipated inflation. 

B) adjusted only for unanticipated inflation. 

C) valued in the prices of that year. 

D) valued in the prices of the base year. 

 

 



Year 

Guns 

Produced Price of Guns 

Butter 

Produced 

Price of 

Butter 

          2005 80 $5 40 $4 

          2011 90   6 60  10 

 

Consider the following data for Tyrovia, a country that produces only two products: guns and 

butter. 

 

19. Refer to the above table.  Real GDP for Tyrovia for 2011 using 2005 as the base year equals 

A) $1,140. 

B) $880. 

C) $690. 

D) $560. 

 

 

20. Refer to the above table.  Nominal GDP for Tyrovia in 2011 equals 

A) $1,140. 

B) $880. 

C) $690. 

D) $560. 

 

 

21. If the quantity of goods and services produced in the economy decreases, 

A) it may be possible for real GDP to increase. 

B) real GDP would certainly increase. 

C) it may be possible for nominal GDP to increase. 

D) nominal GDP would certainly increase. 

 

 

22. Which of the following could cause nominal GDP to decrease, but real GDP to increase? 

A) The price level rises and the quantity of final goods and services produced rises. 

B) The price level falls and the quantity of final goods and services produced rises. 

C) The price level rises and the quantity of final goods and services produced falls. 

D) The price level falls and the quantity of final goods and services produced falls. 

 

 

23. Which of the following could cause nominal GDP to increase, but real GDP to decrease? 

A) The price level rises and the quantity of final goods and services produced rises. 

B) The price level rises and the quantity of final goods and services produced falls. 

C) The price level falls and the quantity of final goods and services produced rises. 

D) The price level falls and the quantity of final goods and services produced falls. 

 

 

 

 

 



24. Real GDP will increase 

A) only if the price level rises. 

B) only if the price level falls. 

C) only if the quantity of final goods and services produced rises. 

D) if either the price level rises or the quantity of final goods and services produced rises. 

 

 

25. The GDP deflator is the  

A) difference between real GDP and nominal GDP multiplied by 100. 

B) difference between nominal GDP and real GDP multiplied by 100. 

C) ratio of real GDP to nominal GDP multiplied by 100. 

D) ratio of nominal GDP to real GDP multiplied by 100. 

 

 

26. The GDP deflator is a measure of the 

A) total production of the economy adjusted for inflation. 

B) total production of the economy unadjusted for inflation. 

C) average level of prices of final goods and services in the economy. 

D) average level of prices of intermediate goods and services in the economy. 

 

 

27. The GDP deflator in year 2 is 105, using year 1 as the base year.  This means that, on 

average, the cost of goods and services is  

A) 5% higher in year 2 than in year 1. 

B) 105% higher in year 2 than in year 1. 

C) 5% higher in year 1 than in year 2. 

D) 105% higher in year 1 than in year 2. 
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