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Part . Multiple Choice (25%)
Identify the letter of the choice that best completes the statement or answers the question.

1. Economics
a) looks at human behavior when scarcity exists and choices have to be made
b) provides the only reasonable explanation for people’s decision making on issues
¢) can accurately explain all human behavior since it is based on the assumption of
rationality
d) is better at showing the way things ought to be than the other social sciences are
¢) is the only social science that can explain the existence and behavior of public institutions

2. When economists say that people act as rational decision makers. that means
a) they gather all relevant information before making their purchases
b) once a pattern of behavior has been established. people tend to become set in their ways
c) people respond in predictable ways to changes in costs and benefits
d) people rarely make errors when they are permitted to exchange or trade for themselves
e) once made, decisions are never reversed

The production possibilities frontier (PPF) can be used to show all of the following except
one. Which is the exception?

a) searcity

h) opportunity cost

¢) the law of increasing opportunity cost

d) efficiency

e) the best combination of goods and services for an economy

Lad

4. Suppose vou have an hour before your next class starts. You can either read a book, get
something to eat, or t1ake a nap. The opportunity cost of getting something 1o eat is
a) the cost of what you eat
b) the value of reading and slesping
c} the loss of value from not reading or sléeping
d) the net benefit of sleeping for another hour
) impossible to determine because the mosi preferred alternative is not known

5. Ifthe government imposes a ceiling price on apartment rents, we would expect to observe all
of the following except one. Which is the exeeprion?
a) an increase in the number of new apartment complexes being built
b) long waiting lists for aparmment seckers
c) lower maintenance of existing apartments
d) conversion of some apartment complexes fo condos
2) ashortage

6, In general, "elasticity” measures
a) whether a price increase causes quantity demanded to increase or decrease
b} the strength of an ecanomy's tendency to recover from recession
¢) the responsiveness of decisionmakers to changes in prices, income, or other variables
d) the profitability of investment in an industry
¢) the long-run flexibility of prices in the macroeconomy
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7. Which of the following statements concerning utility is correct?

a) Itis possible 1o precisely measure the utility an individual receives from consuming a
particular good or service

b) It is always possible to determine whether Dalene or Juloy gets more utility from
consuming identical units of the same good

¢) The utility of goods can be measured while the same is not true for services

d) Utility is a subjective measure of satisfaction an individual receives from consuming a
good or service

g) It is only useful if there is no scarcity

8. Which of the following is nof necessarily a characteristic of perfect competition?
a) low prices
b) alarge number of buyers and sellers
¢) ahomogeneous product
d) perfect information
e) easy entry-and exit in the long run

9. For anon-discriminating monopolist, what is the relationship berween market price (P),
average revenues (AR), marginal revenue (MR), and marginal cost (MC) at the
profit-maximizing or loss-minizing level of output?
al P=AR=MR=MC
b P> AR=MR=>MC
¢) P=AR>MR=MC
d) P> AR=MR=MC
e) P=AR<MR<MC

(0. Which of the following is not necessary for price discrumination to oseur?
a) adownward-sloping demand curve facing the firm
b} control over price by the firm
¢} the firm can easily distinguish groups with different price elasticities
dy the firm can easily prevent resale of the good by lower-price customers
e} economies of scale exist

PartIl. Essay Questions (75%)
Make sure your answers are coherent and leave some space berween each question.
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