	Chapter Ten: The Economy
1. All human societies have had to wrestle with The Economic Problem, and of the thousands of societies that have confronted this problem, only three kinds of solutions have been invented. Which of the following is not one of the three that are discussed in the textbook?
a. individualism
b. tradition
c. market
d. command 

2. History's first solution to The Economic Problem was
a. individualism
b. tradition
c. market
d. command 

3. This term refers to giving and receiving according to calculations of what constitutes a fair exchange.
a. mercantilism
b. liberalism
c. reciprocity
d. productive social expenditures 

4. Economies in which kinship obligations and political arrangements determine how goods and services are produced and distributed are termed __________ economies.
a. command
b. mercantilist
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c. market
d. traditional 

5. It is not entirely clear when the first command economies burst onto the scene.
a. true
b. false
6. Knowledge of the field that we call "economics" is not required to run command economies.
a. true
b. false
7. Each individual in a market economy pursues her or his own interests.
a. true
b. false 

8. How can a complex economic system function without a significant amount of central direction? For liberals, the key is ______.
a. strong state governments
b. common values
c. strong religious traditions
d. the price system
9. A key assumption of liberal thinking, and the one that justifies capitalist institutions, is that people tend to be fundamentally satisfied with their economic situation in life.
a. true
b. false 

10. Laws to protect ownership of private property are vital in capitalism.
a. true
b. false 

11. The logic of a market economy is obvious to nearly everyone.
a. true
b. false 

12. Even as early as 5,000 B.C., markets were at the center of social arrangements.
a. true
b. false 

13. Historian Fernand Braudel locates the ______ centuries as the period in Christian Europe during which the kinds of market relations that we associate with capitalism became established in cities that were "ahead of their times."
a. ninth and tenth
b. eleventh and twelfth
c. thirteenth and fourteenth
d. fifteenth and sixteenth
14. By the ______ century, market economies had been established throughout much of the world, and countries were more economically integrated than they had ever been before. 
a. sixteenth
b. seventeenth
c. eighteenth
d. nineteenth
15. ______ proposed a New Deal for the country.
a. Herbert Hoover
b. John Kenneth Galbraith
c. Franklin Roosevelt
d. John Kennedy
16. The New Deal programs were a response to the problems of _____.
a. international relations
b. the Great Depression
c. World War Two
d. rising poverty in the 1960s
17. This economist's message was that government spending is needed to get the wheels of industry turning again in economic hard times. 
a. Adam Smith
b. John Maynard Keynes
c. Friedrich Hayek
d. John Kenneth Galbraith
18. Ultimately, Roosevelt came to favor a ______ approach in which the government would step in to compensate for the failures of the market.
a. liberal
b. neoliberal
c. socialist
d. mixed economy
19. In Western economies, after the 1970s there was a clear shift ______.
a. back toward Adam Smith's market liberalism
b. toward principles of a mixed economy
c. toward socialism
d. toward anarchism
20. Lower rates of taxation translate into ______ redistribution of income from the more affluent to the less well-off in society. 
a. less
b. more
21. The price mechanism has ______ importance as government involvement in the economy declines. 
a. reduced
b. increased
22. Just eight years after Keynes's pathbreaking work The General Theory, ______ wrote a stinging critique of central planning, branding that approach "the road to serfdom." 
a. Milton Friedman
b. Friedrich Hayek
c. John Kenneth Galbraith
d. Robert Heilbroner
23. The core of Friedrich Hayek's argument is that, when the government involves itself in central planning, ______. 
a. the economy operates more efficiently than when the market is left to itself
b. social justice is better served than when the market is left to itself
c. all economic questions become political ones
d. economic questions can be more effectively addressed by specialists
24. In the climate of the 1980s, the messages of Margaret Thatcher, Ronald Reagan, and other advocates of ______ now seemed fresh and timely.
a. Keynesian economics
b. neoliberalism
c. a mixed economy
d. socialism
25. In the 1980's, France showed signs of moving toward ______.
a. Keynesian economics
b. neoliberalism
c. socialism
d. none of the above
26. According to the textbook, France learned that it ______ strike out on its own in the new world economy.
a. could
b. could not
27. A growing number of analysts now believe that neither socialism nor social democracy can survive the new conditions of global capitalism.
a. true
b. false
28. The "third way" ______. 
a. is a new version of liberalism
b. combines elements of capitalism and anarchism
c. is often seen as a project for "modernizing" social democracy
d. has become the main political direction of both Democrats and Republicans in the U.S. 

29. In The Third Way and its Critics, Anthony Giddens makes the case for a third way by discussing the advantages of market relations over alternatives with a larger command component. Which of the following is not one of his points?
a. He points out that market exchanges are peaceful.
b. He notes that market relations give consumers the opportunity to make free choices. 
c. He suggests that market economies reduce inequality in comparison with command economies.
d. He states that markets encourage individual responsibility.
30. "Spillovers" from the economic activities of one person that have negative effects on someone else are termed ______.
a. market dislocations
b. externalities
c. costs
d. economic disequilibrium
31. Left to themselves, markets experience crashes and recessions.
a. true
b. false
32. The World Bank analysis quoted in chapter ten concludes that, in most countries, the role of the state in the economy should be reduced.
a. true
b. false
33. In OECD countries, government participation in the economy has risen dramatically since 1960. 
a. true
b. false 

34. John Kenneth Galbraith believes that governments should not play a major role in economic relations.
a. true
b. false 

35. At heart, the argument against economic liberalism is ______. 
a. an argument for economic stability
b. a critique of consumerism and its societal implications
c. an emphasis on the need for a stronger central government
d. none of the above
36. ______ is the central value of the liberal position.
a. economic freedom
b. social justice
c. political stability
d. economic stability
37. In The Commanding Heights, Daniel Yergin and Joseph Stanislaw maintain that all of the prominent values in a capitalist system are market values.
a. true
b. false
38. It is suggested in the textbook that the integration of national economies into the global economy can make it increasingly difficult for countries to set their own economic direction. 
a. true
b. false 

39. With economic globalization, there has been a more competitive climate for business and a weakening of labor unions.
a. true
b. false 

40. If the global economic environment is now more competitive than ever before, it is also more predictable.
a. true
b. false 

41. In today's economic environment, increasingly, the more decentralized management approaches are giving way to more hierarchical arrangements.
a. true
b. false 

42. It is suggested in the textbook that the impact of corporate downsizing on worker security has been overstated in popular news reports.
a. true
b. false 

43. According to management specialist Peter Drucker, the basic economic resource has become _________.
a. computers
b. time
c. knowledge
d. control over workers
44. People with a high level of education are not thereby assured a place in the core of the knowledge economy.
a. true
b. false
45. The knowledge economy puts responsibility squarely on the shoulders of the ______ -- thus mirroring a defining feature of the industrial market economy that preceded it in time. 
a. society
b. family
c. individual 
d. business organization

	


