[bookmark: _GoBack][image: ]
[image: ]
[image: ]
[image: ]Check your understanding:
1. a movement along SRAS. B. shift of SRAS to right. C. shift of SRAS to left. 
2. if price goes up, movement along SRAS if price goes down increase of LRAS
MC 1.e 2.a 3.c 4.d 5.e FR: 2.a. Y axis: Aggregate Price Level. X axis: Real GDP. SRAS b. SRAS shifts left. 
FR Question 1: 
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Solutions ppesr st e back o the book.
Check Your Understanding
1. Determine the effect on short.run aggregate supply of cach of 2. Suppose the cconomy isinitialy at potential output and the
the following events. Explain whether i represents a movement  quantity of aggregate output supplied increases. What
along the SRAS curve or a shift of the SRAS curve. information would you need to determine whecher this was
a Aise in the consumer price index (CPI) leads producers to due to 2 movement along the SRAS curve or ashift of the
increase output. LRAS curve?

b. A fallin the price of oil leads producers to increase output.
< Aise in legally mandated retirement benefits paid to
wochess loads poadincers oo seduce eutput.
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Tackle the Test: Multiple-Choice Questions

1. Which of the following will shift the short-run aggregate supply ¢ nominal wages.
curve? A change in. d productivity.
. profit per unit at any given price level. e. all of the above.
b. commodity prices.
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2. Because changes in the aggregate price level have no cffecton 4. A decrease in which of the following will cause the short-run
‘aggregate output in the long run, the long-run aggregate supply  aggregate supply curve to shift to the lefi?

curveis a. commodity prices
a vertical b the cost of health care insurance premiums paid by
b. horizontal. employers.
c fixed. <. nominal wages
d. negativly sloped. d productivity
. positively sloped. e. the use of cost-of living allowances in labor contracts

3. The horizontal intercepe of the long-run aggregae supply 5. That employers are reluctant to decrease nominal wages
cunveis during cconomic downturns and raise nominal wages during
a aethe origin. economic expansions leads nominal wages to be described as
b negative. 2 long-run
€ at potential output. b. unyielding.
d. equal to the vertical intercepe. <. flexible.
. always the same as the horizontal intercepe of the short-run . real.

aggregate supply curve. e. sticky.
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Tackle the Test: Free-Response Questions

1. a Drawa correctly labeled graph illustrating a long-run 2 a Drawa correctly labeled short.run aggregate supply curve.
aggregate supply curve. b. On your graph from part a,llustrate a decrease in short-run
b Onyour graph from pare 3, label pocential output. aggregate supply.
<. On your graph from part a,illustrate an increase inlong-run c.. List three types of changes, including the factor that changes
aggregate supply. and the direction of the change, that could lead to a decrease:
d. What could have caused the change you illustrated in part ¢ in aggregace supply.

List cheee possible causes.




