Topic 3: Costs of inflation
Difficulty LEVEL 2
17. Due to inflation, Shirley must visit he bank frequently to reduce her cash holdings. Emily is experiencing a
(A) menu cost
(B) shoe-leather cost
(C) unit of account cost
(D) store of value cost
(E) search cost
18. As improving technology has made it easier to manage one’s money and assets, which of the following inflation costs has been reduced?
(A) shoe-leather costs
(B) [bookmark: _GoBack]menu costs
(C) unit of account costs
(D) search costs
(E) money supply costs
19. Which of the following examples represents the menu costs of rising prices?
(A) Sean must seek out lower prices when purchasing groceries.
(B) Robert hires additional staff to update prices at his hardware store.
(C) Mariel struggles to decide whether $100 is a fair price for a new television.
(D) Lisa’s phone bill now accounts for a larger percentage of her monthly expenses.
(E) Jean purchases a new car immediately before he expects prices to rise.
20. What are the unit-of-account costs that result from inflation?
(A) Costs due to the decrease in the purchasing power of money.
(B) The increased time and effort in using money to make purchases.
(C) The increased difficulty of using a bank account.
(D) The loss of reliability in using money to measure the value of goods and services.
(E) The increase in interest rates resulting from the rising inflation rate.
21. Tonya earned a 5% raise in her wage during the past year. Prices in the economy have increased by 3% during the past year. Given this information, Tonya’s real wage has
(A) increased by 5%.1
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(B) increased by 2%.
(C) remained constant.
(D) decreased by 2%.
(E) decreased by 5%.

