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Multiple Choice
| dentify the choice that best completes the statement or answers the question.

1. Agood is considered scarce in a sociegmwh
a. more output of the good is possil
b. everyone in that society cannot have all they veditihhe gooc
c. the governmeniestricts production of the got
d. only the richest people in the economy can buthaly want of the goo

2. Economists use the word equity to deseribiguation in which
a. each member of society has the same inc
b. society is gettin the most it can from its scarce resout
c. those in society who have the least will receivertost
d. the benefits of society's resources are distribfatiely among society's membe

3. Which of the following is the best exampie@ marginal change?

a. After graduating college, Audrey's income incredsas $500 per month to $3,000

month.

b. Morgan gets a raise at her [-time job and is now paid $7.25 per hour insteafiio®0
Housing prices in an area increase by 40% 'a new highway is built in a small tov
A hard freeze wipes out half of the tobacco croPirario and the price of orange ju
doubles.

oo

4. Production possibilities frontiers are Ulguzowed outward. This is because

a. the more resourcea society uses to produce one good, the fewer res®it has availabl
to produce another good.

b. it reflects the fact that the opportunity cost odgucing a good falls as one produces n
and more of it.

c. of the effects of technological char

d. resources are specialized, that is, some are lteoducing particular goods rather tl
other goods.

5. Suppose an economy produces two goodsafubedhachines. This economy always operates on its
production possibilities frontier. Last year, ibduced 50 units of food and 30 machines. This §ear
experienced a technological advance in its macimaking industry. As a result, this year the sociednts
to produce 55 units of food and 30 machines. Whidhe following statements is true?

a. Because the technological advance occurred in gahime-making industry, it will not b
possible to increase food production without redgenachine production below 30.

b. Because the technological advance occurred in gahime-making indistry, increases i
output can only occur in the machine industry.

c. In order to increase food production in these eistances without reducing mach
production, the economy must reduce inefficiencies.

d. The technological advance reduced the amof resources needed to produce
machines. These resources could be used to produreefood.

e. None of the above are corre



6. The production possibilities frontier is a

a. map which shows the frontier beyond which agriaeltis unprofitble.

b. map which shows areas of the world in which caigit@roduction is now possib

c. graph which shows the various combinations of resmmithat can be used to produc
given level of output.

d. graph that shows the various combinations t¢put the economy can possibly prodi
given the available resources and technology.

Figure2-3

Tractors

A

Tubas

b
c.
d.
e

b
c.
d

. Refer to Figure 2-3. The economy can produce at which point or points?
a.

. Refer to Figure 2-3. Which point or points are inefficient?
a.

A, C
D, C
Cc
D
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Figure2-4
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9. Refer to Figure 2-4. The opportunity cost of getting 15 additionaldieas by moving from point D to point C
is
a. 10 toothbrushe
b. 20 tocthbrushe:
c. 30 toothbrushe
d. Itisimpossible for the economy to move from pdinto point C

Table 3-1
Labour Hours Needed to Ma
1 Pound of: Pounds produced in 40 hours:
Meai Potatoe Meai Potatoe
Farme 8 2 5 20
Ranche 4 5 10 8

10.

Refer to Table 3-1. The opportunity cost of 1 pound of meat for tharfer is

a. 1/4 hour of labou
b. 4 hours of labou
c. 4 pounds of potatoe
d. 1/4 pound of potatoe

11. Refer to Table 3-1. The opportunity cost of 1 pound of potatoes lf@r tancher is
a. 4 hours of labou
b. 5 hours of labou
c. 5/4 pounds of me:
d. 4/5 pound of mee

12. Refer to Table 3-1. The Farmer has an absolute advantage in
a. meat, and the Rancher has an absolute advantagtsaitoes
b. potatoes, and the Rancher has an absolute advantagat
c. meat, and the Rancher has an absolute advantageai
d. neither good, and the Rancher has an absolute &dyaim both good
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Figure 3-2
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13. Refer to Figure 3-2. For Ben, the opportunity cost of 1 pound of ioeatn is
a. 4 pounds of cone
b. 1/2 pound of cone
C. 2 pounds of cone
d. 1/4 pound of cone

14. Refer to Figure 3-2. Ben has a comparative advantage in
a. cones and Jerry has a comparative adva in ice crearn
b. ice cream and Jerry has a comparative advantagmige
c. neither good and Jerry has a comparative advamdggth good:
d. both goods and Jerry has a comparative advantaggthrer gooc

15. Refer to Figure 3-2. Ben and Jerry were currently both producing attpd on their production possibilities
frontier and then Ben decided he would be willingrade 4 pounds of cones to get 2 pounds of Eaner
from Jerry. If both decided to specialize in wheyt had a comparative advantage in and trade atihe g
from trade would be
a. 1 pound of cones for Ben and 1 pound of ice creamidrry
b. 1 pound of ice cream for Ben and 1 pound of coaeddrry
c. 2 pounds of ice cream for Ben and 2 pounds of ctorekerry
d. 2 pounds of ice cream for Ben and 1 pound of céorederry

16. Which of the following would NOT be a detéant of demand?
the price of related goo

income

taste

expectation

the prices of the inputs used to prodihe goo

PoooTw
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17. If agood is "normal," then an increasim@ome will result in
a. no change in the demand for the gt
b. anincrease in the demand for the g
c. adecrease in the demand for the g
d. alower market pric

18. If the price of a substitute to good Xréases, then the
a. demand for good X will decrea
b. market price of good X will decrea
c. demand for good X will increa
d. quantity demanded for good X will incree

Figure4-2

Price

D
Dy

Quantity

19. Refer to Figure 4-2. The shift fromD to D, could be caused by
a. anincrease in pric
b. adecrease in the price of a complen
c. anincrease in technoloy
d. adecrease in the price of a substi

20. Lead is an important input in the produrctf crystal. If the price of lead decreaseseksit equal, we would
expect the supply of
a. crystal to be unaffecte
b. crystal to decreas
c. crystal to increas
d. lead to increas



22.

23.

24.

Figure4-7
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e

Which of the following would definitelys@t in a higher price in the market for Snickers?
a. demand increases and supply decre

21. Refer to Figure 4-7. At a price of $35,

there would be a shortage of 400 u
there would be a shortage of 200 u
there would be a surplus of 200 ur
there would be a surplus of 400 ur

the market would be in equilibriu

b. demand and supply both decre

C.

demand decreases and supply incre

d. demand and supply both incre
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Suppose that the number of buyers in &eharcreases and a technological advancement@dalrat

would we expect to happen in the market?
The equilibrium price would increase, but the impactthe amount sold in the marl

Market demand and supply are given as @abD= 3P and Qs = 2P - 50. Equilibrium price andrity (P,

a.
would be ambiguous.

b. The equilibrum price would decrease, but the impact on the atrgald in the marke
would be ambiguous.

c. Equilibrium guantity would increase, but the impaotequilibrium price would b
ambiguous.

d. Both equilibrium price and equilibrium quantity wddncreas.

e. None of the above are corre

Q) are

a. (%30, 110
b. ($50, 50



25.

26.

27.

28.

29.

30.

31.
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Market demand and supply are given as @aD= 3P and Qs = 2P - 50. At a price of $60ieheould be
a. ashortage of 50 un c. equilibriunr
b. a surplus of 50 uni d. none of the abo

Market demand and supply are given as @@D= 3P and Qs = 2P - 50. Producer surplus snrtiairket is
a $62t c. $10C
b. $125( d. $250(

Market demand and supply are given as @aD= 3P and Qs = 2P - 50. If price changes fréthtd $60,
the price elasticity of demand in this range is
a .21 c. 24
b. .8€ d. 4.7

Demand is said to be elastic if

a. the price of the good responds substantially taxgha in deman

b. demand shifts substantially when the price of thedgchange

c. buyers do not respond much to changes in the pfittee gooc

d. the quantity demanded responds substantially togd®in the price of the gor

If a good is a necessity, demand for tfwel gvould tend to be
a. elastic
b. horizontal
C. unit elastic
d. inelastic

When the price of bubble gum is $0.50gtemntity demanded is 400 packs per day. Whenribe falls to

$0.40, the quantity demanded increases to 600.nGhig information and using the midpoint methoal, y
know that the demand for bubble gum is

a. inelastic
b. elastic
C. unit elastic
d. perfectly inelastic
If the price elasticity of demand for agds 4.0, then a 10 percent increase in price dvoegult in a

4.0 percent decrease in the quantity demal
10 percent decrease in the quantity andec
40 percent decrease in the quantity demal
400 percent decrease in the quantity dema

cooTyw



32.

33.

34.

35.

Figure5-1
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Refer to Figure5-1. The section of the demand curve labeled A reptesbe

a. elastic section of the demand ve.

b. inelastic section of the demand cu

C. unit elastic section of the demand cu
d

perfectly elastic section of the demand ct

Page 9 of 11

When the local used bookstore prices enmsabooks at $15.00 each, they generally sellefGrpnth. If
they lower the price to $7.00 each they sell 9@e@ithis, we know that the elasticity of demand for

economics books is

a. 2.91, so this store should lower price to raisal tatvenue
b. 2.91, so this store should raise price to raisa tetenue
c. 0.34, so this store should lower price to raisal tatvenue
d. 0.34, so this store should raise price to raisa tevenue

If a 6 percent increase in income resulés10 percent increase in the quantity demanélpizpa, then the
income elasticity of demand for pizza is

a. negative and therefore pizza is an normal ¢
b. negative and therefore pizza is a inferior g
positive and therefore pizza is an inferior gt
d. positive and therefore pizza is a normal ¢.

C.

If two goods are substitutes, their cporgse elasticity will be

a.

b
C. zero
d

positive
negative

1.



36.

37.

38.

39.

40.

41.

42.
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Suppose that an increase in the pricarofts from $1.20 to $1.40 per pound raises theuatnof carrots
that carrot farmers produce from 1.2 million poutad4.6 million pounds. Using the midpoint methadhat
would be the elasticity of supply?

a. 2.0C
b. 1.8¢
c. 0.5¢
d. 0.5C

Belva is willing to pay $65.00 for a pafishoes for a formal dance. She finds a pair afawrite outlet
shoe store for $48.00. Belva's consumer surplus is
a $17
b. $31
c. $48
d. $65

Ray buys a new tractor for $118,000. ldeives consumer surplus of $13,000 on his purchegs
willingness to pay is
a. $13,00C
b. $105,00C
c. $118,00C
d. $131,00C

If the cost of producing sofas decreasessumer surplus will
a. increase, then decree

b. decreas
C. remain constar
d. increase

The Surgeon General announces that edtouplate increases tooth decay. As a result,ghiilgrium
market price of chocolate

a. increases, and producer surplus incre

b. increases, and producer surplus decre

c. decreases, and producer surplus decre

d. decreases,nd producer surplus increas

An externality exists when

a. the government intercedes in the operation of ivaarkets by forcing the market
adjust to the balance of supply and demand.

b. markets are not able to reach equilibri

c. afirm sells its product in a foreign marl

d. aperson engages in an activity that influenceswit-being of a bystander and y
neither pays nor receives payment for that effect.

Which of the following illustrates the cept of a negative externality?
a. A college professor plays a vigorous game of rachjak with the racquet he recen
purchased.
b. A flood wipes out a farmer's entire corn ci
A college student plays his new stereo systemQdt 2:m
A janitor eats a kg Mac during his lunch bree

oo



43.

44,

45.

46.
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Figure 10-5
P Social Cost

Private Cost

Demand

Q1 Qo Quantity

Refer to Figure 10-5. Which price and quantity combination represengssiticial optimum?

a. PyandQ;.
b. P,andQ;.
c. PrancQ..
d. P, ansz.

A negative externality will cause a prévatarket to produce
a. less than is socially desirat
b. more than is socially desirak
c. more than market equilibriul
d. less than market equilibriu

Private markets fail to reach a socigtitial level when negative externalities are prebecause
a. social costs equal private costs at the privat&ketaolution
b. private costs exceed social costs at the privat&ehaolution
c. social costs exceed private costs at the privat&ehaolution
d. they internalize xternalities

“The Green Bay Packers play at Lambedd"Hge
a. apositive stateme C. hot true
b. anormative stateme d. none of the abov



