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List of Key Concepts for Exam 2 

Dr. Fayazmanesh

Chapter 7 and Appendix 

price level and price index

base year

constructing a price index: Laspeyres and Paasche indices

index number problem

CPI, PPI, and GDP price index

nominal and real GDP

controversy over CPI

inflation, deflation, disinflation, and rate of inflation 

nominal and real wage

COLAs

indexation

nominal and real interest rate

expected rate of inflation and expected rate of interest

inflation and distribution of income

Chapter 8
aggregate production function, total product, marginal product, marginal revenue product, and marginal cost of labor

derivation of market demand for labor (both in real and nominal wage rates)

change in demand for labor

market supply of labor

change in supply of labor

equilibrium in the labor market (market clearing) and full employment (“natural rate of unemployment”)

monetary policy 

demand for loanable funds (investment)

supply of loanable funds (saving)

equilibrium in the loanable funds market

fiscal policy, deficit spending, surplus spending, and net taxes

circular flow, leakages and injections

crowding out

complete crowding out

Chapter 11
Keynes and his criticism of the neoclassical labor market and capital (loanable funds) market

Say’s law

C, I, G, X-M, and GDP

disposable income

consumption function

autonomous  consumption spending

marginal propensity to consume and average propensity to consume 

saving function

marginal propensity to save and average propensity to save

actual and planned investment

changes in inventories

saving and investment equilibrium

aggregate expenditure and the equilibrium level of national income

government expenditures

multiplier effect and the expenditure multiplier factor

automatic stabilizers

progressive income tax

