APQB 3.2 Aggregate Supply
1. Which of the following will cause a rightward shift of the short-run aggregate supply curve?
A. An increase in consumption spending
B. An increase in nominal wages
C. An increase in income taxes
D. A decrease in the price level
E. A decrease in the costs of production

2. Challenge Question: All of the following explain why prices and wages are sticky EXCEPT
A. menu costs experienced by firms
B. efficiency wages paid to labor
C. misperceptions about relative prices by suppliers
D. competition in the business sector
E. labor contracts covering multiple years
3. Which of the following will most likely cause the short-run aggregate supply curve to shift to the left?
A. A decrease in nominal wages
B. A decrease in the expected rate of inflation
C. An increase in energy prices
D. An increase in the price level
E. An increase in the size of the labor force
4. An increase in the price of oil, an important input to production, will result in which of the following in the short run?
A. A decrease in the price level
B. A decrease in short-run aggregate supply
C. A decrease in unemployment
D. An increase in real wages
E. An increase in aggregate demand
5. Which of the following will cause aggregate supply to increase in Country X?
A. An increase in personal income taxes
B. The discovery of low-cost alternative sources of energy
C. A decrease in labor productivity with no change in nominal wages
D. Depreciation of country X’s currency on the foreign exchange market
E. An increase in the price level
6. Which of the following will remain unchanged when the price level decreases?
A. Inflationary expectations
B. Aggregate quantity demanded
C. Long-run aggregate supply
D. Nominal wages
E. Nominal output
7. Which of the following explains why the long-run aggregate supply curve corresponds to the production possibilities curve?
A. Both curves are downward sloping.
B. Both curves illustrate flexible wages and prices.
C. Both curves illustrate the maximum sustainable capacity.
D. Both curves illustrate the trade-off between inflation and unemployment.
E. Both curves illustrate short-run macroeconomic equilibrium.
8. Which of the following is an assumption underlying an upward-sloping short-run aggregate supply curve?
A. The economy is experiencing high inflation.
B. The economy is at full employment.
C. National income is fixed.
D. Wages are sticky.
E. The velocity of money is constant.
9. Which of the following must be true in the long run?
A. Production increases when prices increase.
B. An increase in the price level reduces aggregate demand.
C. The natural rate of unemployment is not affected by changes in production capacity.
D. Full employment increases when price level decreases.
E. Prices and wages are flexible.
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10. The movement from point g to point h is best described as which of the following?
A. A decrease in full employment output
B. A decrease in aggregate demand
C. An increase in real output due to an increase in the price level
D. An increase in real output due to technological change
E. An increase in unemployment
11. What effect would an increase in inflationary expectations have on the macro economy?
A. Workers will demand lower nominal wages, which will shift the SRAS to the right.
B. Workers will demand higher nominal wages, which will shift the SRAS to the left.
C. Business profits will increase which will lead to more investment in capital goods.
D. Exports will increase because goods are now more expensive than imports.
E. Government intervention in the economy in the form of expansionary fiscal policy will be used.
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