




ECON 1P91 Practice for Midterm 1


February 1, 2019


Solutions will not be provided. Note that these problems are intended for practice. They do not cover all the possible material that might be tested.
Please select one of the choices, in each of the following multiple choice questions.

1. Consider this excerpt from a debate, between Donald Trump and Hillary Clinton. One of the moderators, Martha Raddatz, posed the following question:
RADDATZ: Secretary Clinton... you have asked for an increase from 10,000 to 65,000 Syrian refugees. We know you want tougher vetting. That’s not a perfect system. So why take the risk of having those refugees come into the country?

CLINTON: Well, first of all, I will not let anyone into our country that I think poses a risk to us. But there are a lot of refugees, women and children — think of that picture we all saw of that 4-year-old boy with the blood on his forehead because he’d been bombed by the Russian and Syrian air forces.

Which logical fallacy does Clinton use here?

(A) Ad hominem
(B) Appeal to popularity
(C) Appeal to emotion
(D) Post hoc ergo propter hoc


2. In terms of game theory, which of these situations qualifies as a ‘game’ ?
(A) Chess
(B) Romantic dating
(C) Nuclear war
(D) All of the above

 (
1
)


3. Consider the following supply and demand equations: Supply: q = (1/4)p
Demand: q = 6 − (1/2)p What is the market equilibrium?

(A) p∗ = 8, q∗ = 2 (B) p∗ = 2, q∗ = 8 (C) p∗ = 1/5, q∗ = 9 (D) p∗ = 8, q∗ = 1/5

4. Still consider the equations above. Suppose that demand increases, so that the new demand curve is now:
Demand: q = 12 − (1/2)p
Supply is the same as in question 3. What is the increase in consumer surplus?

	(A)
	$4.00

	(B)
	$16.00

	(C)
	$12.00

	(D)
	$5.56




5. Consider two nations: Eurasia and Oceania. In Eurasia, 3 workers can build one dungeon, while 2 workers can produce one health clinic, per day. In Oceania, 5 workers can produce one dungeon, while 1 worker can produce one health clinic, per day. Which of the following statements is true?
(A) Eurasia has absolute advantage in producing both goods

(B) Oceania has absolute advantage in producing both goods

(C) Eurasia has absolute advantage in producing dungeons, while Oceania has comparative advantage in producing health clinics
(D) Eurasia has absolute advantage in producing health clinics, while Oceania has comparative advantage in producing dungeons



6. Suppose that an economy produces two goods: cocaine and sports cars. Which of the following does NOT cause this economy’s Production Possibilities Frontier (PPF) to shift?

(A) Trade

(B) Political and economic institutions

(C) Using the same resources to produce more cars and less cocaine

(D) Technology


7. Consider the following situation:

Figure 1:  A change in  price
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In the above diagram, the price is originally p∗ = 10. It then increases to p∗ = 15. What is the change in Consumer Surplus?

	(A)
	-$87.50

	(B)
	$87.50

	(C)
	$12.50

	(D)
	-$12.50





8. Which of the following is most likely to be an inferior good?

(A) Lexus, a luxury car
(B) Organic food
(C) Public transportation
(D) Opera tickets


9. Consider the following supply and demand equations: Supply: p = q
Demand: p = 100 − q
What is the Total Surplus when there’s a market equilibrium?

	(A)
	$1,250

	(B)
	$2,500

	(C)
	$3,750

	(D)
	$5,000




10. Consider the market for Haitian coffee (delicious!). In 2015, the price per bag was
$20, and the world quantity was 400,000 bags.
This year, you are told that the price per bag is $25, and the world quantity is 300,000 bags.
What is the most likely explanation?

(A) Supply has increased
(B) Demand has decreased
(C) [bookmark: _GoBack]Demand has increased
(D) Supply has decreased


11. Which of the following does NOT cause the demand curve to shift?

(A) Expected future price increases
(B) A change in quantity
(C) A change in preferences
(D) The price of a substitute goes down



12. Which of the following does NOT cause the supply curve to shift?

(A) An increase in wages

(B) Technological improvements

(C) An increase in price

(D) The state of nature


13. Consider the following supply and demand equations: Supply: p = 5 + 2q
Demand: p = 25 − 8q
What is the market equilibrium price and quantity?

(A) p∗ = 9, q∗ = 2 
(B) p∗ = 2, q∗ = 9 (C) p∗ = 11, q∗ = 3 (D) p∗ = 3, q∗ = 11

14. Consider the following demand equation: Demand: p = 25 − 5q
What is the Producer Surplus at a price of $5.00?

	(A)
	$60.00

	(B)
	$120.00

	(C)
	$30.00

	(D)
	Cannot be calculated




15. Which of the following would cause an increase in the demand for beautiful apart- ment buildings?

(A) A decrease in the price of apartments

(B) An increase in the price of apartments

(C) A decrease in the cost of building apartments

(D) An increase in average household income when apartments are normal good

16. Consider the following argument: “Many Biblical stories come from pagan Sumerian culture. Therefore, these Biblical stories are false.” What logical fallacy is used here?

(A) Genetic fallacy

(B) Argumentum ad hominem

(C) Red Herring

(D) Appeal to popularity
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