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CONCORDIA UNIVERSITY       Department of Economics

ECON 201 Section B, winter 2010

Instructor: Ian Irvine
MIDTERM EXAMINATION 
1. Put your Name and ID on the IBM sheet and this question sheet.

2. Answer all questions and submit your IBM sheet inside this question sheet.

3. Only non programmable calculators are permitted.

4. Phones, notes & books are to be left in coats or bags at the perimeter of the room.

5. Time permitted is 75 minutes.


     
        
1. Amy is thinking about going to the movies tonight.  A ticket costs $7 and she will have to cancel her baby-sitting job that pays $30.  The cost of seeing the movie is therefore:

A) $7.

B) $30.

C) $37.

D) $37 minus the benefit of seeing the movie.

Ans: C
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2. Referring to the figure above, if production is currently that indicated by point A, what is the (approximate) cost of producing one more quirk?

A) 100 quarks.


B) 50 quarks.

C) 25 quarks.

D) One more quark.

Ans: C

3. Referring to figure 1.2, if new technology increased the output of quirks by 50%, how many quirks could be produced if 600 quarks were produced?

A) 18 quirks.    

B)  20 quirks.

C) 15 quirks.

D) No quirks.

Ans: C

4. The difference between a straight-line production possibilities frontier and one that is concave is that: 

A)  
The concave production possibilities frontier exhibits constant opportunity 
costs, while the straight line frontier does not.

B)  
The concave frontier reflects the problem of scarcity but the straight line 
frontier does not.

C)  
The straight line frontier reflects constant opportunity costs but the concave frontier does not.

D)  
Neither the straight line nor the concave frontier reflects output limits.

Ans: C

5. A basket of goods in 1987 cost $783, while the value of the same basket in 1997 was $1133. The value of this price index  in 1997, based on 1987 = 100, was:  

A)   144.7.

B)   242.

C)   69.1.

D)   117.4.

Ans: A

6. When economists compute the real value of an economic variable denominated in dollars, they do so by:  

A)   Dividing the nominal value by 100.

B)   Multiplying the nominal value by the price level.

C)   Dividing the nominal value by the price index.

D)   Subtracting the price level from the nominal value and multiplying by 100.

Ans: C

7. If the weekly earnings index for the construction industry was 340 for 1987 (1970 = 100):  

A)   Workers in the construction industry earned $340 per week.

B)   They earned 340 per cent as much in 1987 as they did in 1970.

C)   Workers earned $100 per week in 1970 and $340 in 1987.

D)   Real weekly earnings fell by 3.4 percent.

Ans: B

	Good
	Q purchased
	Price/unit 1977 ($)
	Price/unit 1997 ($)

	Zaflings
	100
	2
	10

	Bluars
	75
	10
	14

	Widgets
	50
	4
	2

	Skylids
	25
	40
	50


8. Using the above table, in 1977 the greatest share of income was spent on: 

A)   Bluars.

B)   Widgets.

C)   Zaflings.

D)   Skylids.

Ans: D

	Price ($million)
	Quantity demanded
	Quantity supplied

	1.2
	20
	18

	1.3
	19
	18

	1.4
	18
	18

	1.5
	17
	18

	1.6
	16
	18

	1.7
	15
	18

	1.8
	14
	18

	1.9
	13
	18

	2.0
	12
	18


 These data reflect supply and demand conditions for luxurious apartments in the downtown area.

9. Referring to the table above, if the developer decides to set the price at $1.8 million for each apartment, what are the new market price and quantity demanded?

A)
$1.8 million and 14.


B)
$1.8 million and 15.


C)
$1.8 million and 16.



D)
$1.8 million and 17.

Ans:  A
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10. In this figure, what are the implications if the price of this product is $8?

A)
The price would be above equilibrium.

B)
There would be a shortage of 300 units.

C)
There would be a shortage of 600 units.

D)
There would be a surplus of 300 units.

Ans:  B

11. In the above figure, what are the implications if the price of this product is $14?

A) The price would be below equilibrium.

B) There would be a shortage of 600 units.

C) There would be a shortage of 1200 units.

D) There would be a surplus of 600 units.

Ans:  D

12. In the above figure, what is the minimum price at which the quantity sold at a price of $14 could have been sold?

A)  $6.

B)  $8.

C)  $10.

D)  $12.

Ans:  B

13. If goods J and K are substitutes, an increase in the price of J causes: 

A)  Quantity demanded of J to fall and the demand curve for K to shift toward the origin.

B)  A decrease in quantity demanded for J and an outward shift of K's demand curve.

C) Quantity demanded of J remains constant, but the demand for K decreases.

D) The demand curve for both J and K shift.

Ans:  B

14. All the following will cause the demand curve to shift to the left except: 

A)  
A reduction in income if the good is normal.

B)  
An increase in the price of a complementary good.

C)  
An increase in the price of a substitute good.

D)  
An increase in income if the good is inferior.

Ans:  C

15. An improvement in overall technology that allows more output to be produced with the same level of inputs causes: 

A)  
A movement up the supply curve, resulting in both a higher equilibrium price and quantity.

B)  
A leftward shift of the supply curve so that less is offered for sale at every price.

C)  
No movement of the supply curve but a fall in price and an increase in quantity supplied.

D)  
A rightward shift of the supply curve so that more is offered for sale at every price.

Ans:  D
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16. In the above figure, what could cause the movement from point A to point B?

A) An increase in the supply.

B) An increase in the price.

C) An increase in prices of resources.

D) An increase in the price of a substitute product.

Ans:  D

17. In the above figure, what could cause the movement from point B to point C?

A) An increase in the demand.

B) A decrease in the price.

C) A decrease in prices of resources.

D) An increase in the price of a substitute product.

Ans:  C

Table3.3

	Price ($)
	Quantity Demanded
	Quantity Supplied 1

	40.0
	140
	60

	 42.5
	130
	70

	 45.0
	120
	80

	 47.5
	110
	90

	 50.0
	100
	100

	 52.5
	90
	110

	 55.0
	80
	120

	 57.5
	70
	130

	 60.0
	60
	140


18. In the above table, what is true if price is $45?

A) Price will soon fall.


B) There is a surplus of 40.


C) The quantity supplied is 200.


D) The quantity exchanged is 80.

Ans:  D

19. In the table above, if demand increases by 20 units, what will be the new equilibrium price and quantity?

A) $45 and 120.


B) $50 and 120.


C) $55 and 120.



D) $52.50 and 110.

Ans:  D

20. In the table above, a price ceiling of  $40.0 means that: 

A)   The market is in equilibrium because quantity demanded equals quantity supplied.

B)   There is a surplus in the market of 80 units.

C)   There is a shortage in the market of 40 units.

D)   There is a shortage in the market of 80 units.

Ans:  D

	Price
	Quantity demanded
	Quantity supplied

	0
	200
	0

	.1
	160
	0

	.2
	120
	40

	.3
	80
	80

	.4
	40
	120

	.5
	0
	160


21. In the above table, to maintain the market price at p = $0.4:

A) The government should allocate production quotas to the suppliers.

B) The government set a price floor at p = $0.2.

C) The government should set a price ceiling at p = $0.4.

D) The government should do none of the above.  

Ans:  A

22. In the above table, to keep the price at $0.2, the government should:

A) Introduce a supply quota.

B) Introduce a demand quota.

C) Tax suppliers.

D) All of the above.

Ans:  B

23. A quota results in:

A) A reduction in demand.

B) A redefinition of the supply curve.

C) A shift in the demand curve.

D) None of the above.

Ans:  B

24. Suppose that the price of table salt increases by 10 percent and the quantity demanded falls by 4 percent. We can conclude that the:  

A)  Demand is elastic with a coefficient of 4, so total revenue of sellers falls.

B)  Demand is inelastic with a coefficient of 0.4, so total revenue of sellers rises.

C)  Demand is elastic with a coefficient of 0.4, so total revenue of sellers rises.

D)  Demand is inelastic with a coefficient of 4, so total revenue of sellers falls.

Ans: B

25. Suppose that you own a small local bakery, and you decide to raise the price of you special twelve-grain bread. This decision reflects your belief that:  

A)  The demand for this bread is elastic.

B)  The supply is inelastic.

C)  The demand is unit elastic.

D)  The demand is inelastic.

Ans: D

26. If the percentage increase in quantity demanded of good X is larger than the percentage decrease in the price of good Y, the cross-price elasticity is:  

A)  Greater than zero but less than one.

B)  Greater than unity.

C)  Equal to unity.

D)  Equal to zero.

Ans: B
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27. Referring to the figure above, suppose that the price of orange juice increases from P1 to P2 and the demand curve for apple juice shifts to the right from D1 to D2. What is the relationship between orange juice and apple juice?

A)
The demand for both types of juices must be elastic.

B)
Orange juice and apple juice must be substitutes.

C)
The demand for both juices must be inelastic.

D)
Orange juice and apple juice must be complements.

Ans: B

28. Referring to the above figure, suppose that the price of orange juice increases from P1 to P2 and the demand curve for apple juice shifts to the right from D1 to D2. What is the effect to total revenue from the sale of apple juice?

A) Total revenue will not change since the cross-price elasticity value is not known.

B) Total revenue will rise.

C) Total revenue may rise or fall depending on the size of the price increase.

D) Total revenue will not change since there is no change in the price of apple 

 
juice.

Ans: B

29. What is the effect on tax revenue if the government increases the excise tax on a product that has an elastic demand?

A) It will rise.

B) It will fall.

C) It may rise or fall depending on whether the tax is a flat rate or a percentage of the price of the product.

D) It is totally unpredictable.

Ans: D
30. If the government puts a $2 per unit tax on a product and as a result, price rises by $0.75, which of the following statements is correct?

A)
The sellers pay more of the tax than the buyers.

B)
The buyers pay more of the tax than the sellers.

C)
The government's tax revenue falls.

D)
The quantity demanded of the product falls by 37.5%.

Ans: A

31. If the government wishes to discourage smoking by tax increases the policy will be more effective if:  

A)  Demand is price inelastic.

B)  Supply is price elastic.

C)  Demand is income elastic.

D)  Demand is price elastic.

Ans: D

32. Suppose that Veronica is prepared to pay a maximum of $2.40 for her first glass of fruit juice, but for each subsequent glass she is only prepared to pay 20 cents less than the previous one. If the price of juice is 80 cents per glass, how many glasses will she purchase?

A)
3 glasses.


B)
8 glasses.


C)
9 glasses.

D)
10 glasses.

Ans: C

33. Suppose the market for coffee is in equilibrium at a price of $5 per pound. This means:


A) All producers who want to sell coffee are pleased.


B) All remaining producers require less than $5 to produce coffee.


C) All consumers who want to buy coffee are satisfied.


D) All remaining consumers value a pound of coffee at less than $5.


Ans: D
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34. In figure 5.1, if the market price were raised to OA, then:


A)
Consumer surplus is equal to OA.


B)
Consumer surplus will be zero.


C)
Consumer surplus will increase by BA.


D)
Consumer surplus is equal to OA less OC.

Ans: B

35. In figure 5.1, which of the following will result in the largest increase in consumer surplus?


A)
A downward shift of the supply curve.


B)
An increase in the cost of production.


C)
A decrease in labour productivity.


D)
An increase in wage rate in this particular market only.


Ans: A

36. You wait in line to buy a ticket for a show and are fortunate to buy the last ticket for $65. The lady behind you offers to buy the ticket for $100 but you refuse. We can conclude that the value you place on the show is:


A)
less than $65.


B)
$65.


C)
$100.


D)
At least $100.

Ans: D

37. An effective price ceiling will cause:


A) Producer surplus to fall.


B) Total economic surplus to rise.


C) Quantity supplied to exceed quantity demanded.


D) Quantity supplied to increase.

Ans: A

38.  In utility analysis we assume that:

A) Total utility and marginal utility increase with more of a good consumed.

B) Total utility increases and marginal utility decreases with more of a good consumed.

C) Total utility declines and marginal utility increases as more of a good is consumed.

D) None of the above.

Ans B
39. Cardinal utility means that we can:

A) Measure utility precisely.
B) Only measure differences in utility levels. 

C) Interpret utility numbers as having only a ranking interpretation.

D) None of the above.

Ans A

40. When a consumer is in equilibrium, s/he is 

A) Consuming where the ratios of the marginal utilities equals the ratio of prices.

B) Consuming where the ratio of total utilities equals the ratio of prices.

C) Consuming where the ratio of MUx/Py = MUy/Px.

D) None of the above.

Ans A
O
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