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1. A donut shop sells fresh baked donuts from 5 a.m. until 3 p.m. every day but Sunday. The cost of making and selling a dozen glazed donuts is $1.00. Since this shop does not sell day-old donuts the next day, what should the manager do if he still has 10 dozen left at 2:30 p.m.?
	A.
	lower the price of the remaining donuts even if the price falls below $1.00

	B.
	lower the price of the remaining donuts as long as it's more than $1.00

	C.
	Lower the price on all donuts so they will all be sold earlier in the day

	D.
	throw them away and produce 10 fewer dozen tomorrow



2. Which of the following would NOT be a determinant of demand?
	A.
	the price of related goods

	B.
	income

	C.
	tastes

	D.
	the prices of the inputs used to produce the good



3. If goods A and B are complements, an increase in the price of A will result in
	A.
	more of good A sold.

	B.
	more of good B sold.

	C.
	less of good B sold.

	D.
	no difference in the quantity sold of either good.



4. You love peanut butter. You hear on the news that 50 % of the peanut crop in the South has been wiped out, which will cause the price to double by the end of the year. As a result,
	A.
	your demand for peanut butter will increase by the end of the year.

	B.
	your demand for peanut butter increases today.

	C.
	your demand for peanut butter falls as you look for a substitute good.

	D.
	you decide to give up peanut butter completely.



5. If a tax is imposed on a market with elastic demand and inelastic supply,
A.	buyers will bear most of the burden of the tax.
B.	sellers will bear most of the burden of the tax.
C.	the burden of the tax will be shared equally between buyers and sellers.
D.	It is impossible to determine how the burden of the tax will be shared.

6. Banff National Park is now charging higher entrance fees than before. This should result in
A.	a movement up a downward-sloping demand curve for park visits.
B.	a decrease in the demand for park visits.
C.	a movement down an upward-sloping supply curve for park visits.
D.	more than one of the above answers is correct

7. If the demand for good Z is inelastic, then a decrease in the price of Z will cause
A.	an increase in total revenue.
B.	a decrease in total revenue.
C.	no change in total revenue.
D.	There is insufficient information to answer this question.

8. The average cost per seat on a bus trip from Montreal to Toronto is $140. If no refreshments are served and 3 seats are empty, the bus company could increase its profit only if it
	A
	charged no less than $40 for the 3 remaining seats.

	B
	charged more than $40 for the 3 remaining seats.

	C
	charged any ticket price above $0 for the remaining seats.

	D
	left the seats empty.



9. Suppose that the number of buyers in a market increases and there is technological advancement. What would we expect to happen in the market?
A.	The equilibrium price would increase, but the impact on the amount sold in the market would be ambiguous.
B.	The equilibrium price would decrease, but the impact on the amount sold in the market would be ambiguous.
C.	Both equilibrium price and equilibrium quantity would increase.
D.	Equilibrium quantity would increase, but the impact on equilibrium price would be ambiguous.
E.	Equilibrium quantity would decrease, but the impact on equilibrium price would be ambiguous.
10. Price elasticity of demand measures
A.	how much the price of a good changes when there is a change in the quantity demanded.
B.	how much the quantity demanded responds to a change in the price.
C.	how much the price of a good changes when there is a change in the number of buyers.
D.	how much the demand shifts for a given change in the price of the good.
11. Holding all other forces constant, when the price of gasoline rises, the number of litres of gasoline demanded would fall substantially over a ten-year period because
A.	buyers tend to be much less sensitive to a change in price over a long time period.
B.	buyers will have substantially more income over a ten-year period.
C.	buyers tend to be much more sensitive to a change in price over a long time period.
D.	none of these answers are correct
12. The demand for a good tends to be more price sensitive,
A.	the greater the availability of close substitutes.
B.	the narrower the definition of the market.
C.	the longer the period of time.
D.	all of the above are correct
E.	none of the above are correct

13. How does total revenue change as one moves along the demand curve?
A.	It increases as one moves from the highest price to the lowest price on the demand curve.
B.	It decreases as one moves from the highest price to the lowest price on the demand curve.
C.	It depends on the price elasticity of demand.
D.	It is unaffected by a movement along the demand curve.
E.	none of the above answers are correct


14. Suppose that a decrease in the price of X results in less of good Y sold. This would mean that X and Y are
A.	complementary goods.
B.	substitute goods.
C.	unrelated goods.
D.	normal goods.
E.	luxury goods.
15. If a decrease in income increases the demand for a good, then
A.	the good is a substitute good.
B.	the good is a complement good.
C.	the good is a normal good.
D.	the good is an inferior good.
E.	the good is a luxury good.

16. Suppose you make jewellery. If the price of silver falls, we would expect
A.	you to be willing and able to produce more jewellery than before at each possible price.
B.	you to be willing and able to produce less jewellery than before at each possible price.
C.	a greater demand for your jewellery.
D.	a weaker demand for your jewellery.

17. Wheat is the main input in the production of flour. If the price of wheat increases, all else equal, we would expect
A.	the supply of flour to be unaffected.
B.	the supply of flour to decrease.
C.	the supply of flour to increase.
D.	the demand for flour to decrease.

18. John produces three different goods; good X, good Y, and good Z. All else constant, if the market price of good X increases, we would expect
A.	John to be less willing to produce and sell Y and Z.
B.	John to be more willing to produce and sell Y and Z.
C.	the demand for Y and Z to decrease.
D.	the demand for Y and Z to increase.
E.	there is more than one correct answer above

19. Positive statements are
A.	prescriptive, making a claim about how the world ought to be.
B.	descriptive, making a claim about how the world is.
C.	optimistic, putting the best possible interpretation on things.
D.	affirmative, justifying existing economic policy.



Use the data below for questions 20-22


	
	Hours needed to make 1 unit of:

	
	Cars
	Airplanes

	Canada
	40
	160

	Japan
	50
	150



20. The opportunity cost of 1 car for Japan is
A. 	3 airplanes.
B.	1/3 airplane.
C.	4 airplanes.
D.	50 labour hours.
21. The opportunity cost of 1 car for Canada is
A.	3 cars.
B.	1/3 airplane.
C.	40 labour hours.
D.	1/4 airplane.

22. Japan has a comparative advantage in __________ and Canada has an absolute advantage in __________.
A.	airplanes, cars
B.	cars, airplanes
C.	cars, neither good
D.	airplanes, both goods

23. In a market economy,
A.	firms decide whom to hire and what to produce.
B.	households decide which firms to work for and what to buy with their incomes.
C.	profit and self-interest guide the decisions of firms and households.
D.	all of the above

24. A rational decision maker takes an action only if
A.	the marginal benefit is greater than the marginal cost.
B.	the average benefit is greater than the average cost.
C.	the average benefit is greater than the average cost, and the marginal benefit is greater than the marginal cost.
D.	   the marginal benefit is greater than both the average cost and the marginal cost..

Use the following information to answer question 25 below:

[image: ]

25. In the production possibilities graph shown, which of the following is the most likely cause of the inward shift of the production possibilities frontier?
A.	destruction of economic resources because of war
B.	decrease in society's preference for consumer goods
C.	decrease in society's preference for military goods
D.	unemployment
E.	b and c


26. If the price elasticity of demand for a good is 1.22, then a 10 percent increase in price would be expected to result in a
A.	1.22 percent decrease in the quantity demanded.
B.	1.22 percent increase in the quantity demanded.
C.	12.2 percent decrease in the quantity demanded.
D.	122 percent decrease in the quantity demanded.
E.	10 percent increase in the quantity demanded.

27. Suppose that there is a binding price ceiling imposed on the market for peaches. At the ceiling price,
A.	the quantity of peaches demanded will be greater than the quantity supplied.
B.	the quantity of peaches demanded will be equal to the quantity supplied.
C.	the quantity of peaches demanded will be smaller than the quantity supplied.
D.	the quantity of peaches demanded will be artificially restricted by the price ceiling.

28. If a binding price floor is placed on the sugar market,
A.	some buyers will be unable to buy as much as they wish at the actual price.
B.	some sellers will be unable to sell as much as they wish at the actual price.
C.	both a and b
D.	neither a nor b is a necessary outcome

29. The term tax incidence refers to
A.	the debate over the introduction of the GST.
B.	the "tax revolt" movement.
C.	the division of the tax burden between buyers and sellers.
D.	the division of the tax burden between sales taxes and income taxes.
E.	c and d
30. A tax added to the price paid by buyers of popcorn will
A.	cause buyers of popcorn to demand a smaller quantity of popcorn at every price.
B.	cause the demand for popcorn to shift to the left (down).
C.	cause the demand for popcorn to shift to the right (up).
D.	a and c
E.	a and b
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