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Measuring Economic Performance - Chapter 12  Practice Test
I. Identification

Directions: Fill in the blank with the correct term 

_________________ This measures GDP in inflation-adjusted terms

_________________ This measures GDP and accounts for population growth/shrinkage

_________________ This is the term used before GDP to measure economic growth

_________________ This measures raw GDP, without adjusting for inflation or population changes

_________________ This is the study of economic growth in an entire economy

_________________ This is the study of a sector of the economy

_________________ This is the idea that the economy grows and goes into recession in waves

II. Short Answers

Directions: Answer each question/statement in complete sentences.

1. Define the Austrian Business Cycle Theory.

2. What is the difference between GDP and GNP?

3. What are durable goods? Give an example.

4. What does the purchase of more durable goods mean for an economy?

5. What does the purchase of more undurable goods mean for an economy?

6. What are “animal spirits,” according to John Maynard Keynes?

7. What is depreciation?

8. What are “external shocks”? Give an example. What impact might they have on an economy?
9. What is the definition of a recession? What is the difference between a recession and a depression?
10. What role does consumer expectations have in an economy, according to John Maynard Keynes? What role does it have, according to the Austrians?

11. Define the terms “National Income Accounting” and “Capital Deepening.”

