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L. Multiple Cheices: (3 points each) (457 )
1. All of the following statements about marginal benefit are correct EXCEPT the marginal
benefit of a good '

A) is the benefit a person receives from consuming one more unit of the good or service.

B) is measured as the maximum amount that ftpersqn is willing to pay for one more unit of

the good.
C) is equal to zero when resource use IS"B e

D) decreases as the quantlty consumed‘éf djncreases

+ 2. A straight-line demah'd curve with negative slope intersects the horizontal axis at 200 tons
per. week. The point on the demand curve at which the price elasticity of demand is 1

corresponds to a quantity demanded

7 A) of 0 tons. . , ::J ;:: X
B) of 100 tons. wt,m,,_,,_wl.“:
C) of 200 tons. ! )

D) that would be negative if a negative quantity demanded were possible.

3. IfOPEC, a group of oil producing nations, cuts oil production to increase the total revenue,

-~ OPEC presumes that the demand for oil is

A) perfectly elastic. _ “WJJ Loy
B) unit elastic. L Wm:jm
C) elastic. ' , r 1

D) inelastic.

4, There is a technological advance in the production of a good and simultaneously also an
increase in the expected future price. Which of the following will happen?
A) The equilibriﬁm price will rise becauSe the snpply curve shifts rightward.
B) The equilibrium pr1ce falls because tHW p}y...cu‘tve shifts leftward. |
C) The technologlcal improvement shlftS“fhé'éupPl urve rightward while the increase in the
expected future price shifts the supplyrcuwe»leﬂwaid The net effect is not known.
D) The demand curve sh;ﬂs rightward and the supply curve does not shift.
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5. Suppose a scientific breakthrough made free solar power available in unlimited quantities in
the United States. The effect of this invention Would be to move the
A) United States beyond its production possibilities frontier.

B) United States inside its production possibifities ffontier.

' /
C) U.S. production possibilities frontielz}ogmhr o [J
.. ’ . I J
D) U.S. production possibilities frontiej 1r1w@rd j

6. Which of the following statements is cotrect about the efficiency of production?
A) Technologicél‘ efficiency depends on the relative costs of resources.

B) Economic efficiency occurs when the firm produces a given output at the least cost |

=

~ C) A firm can be economically efficient without being technologically efficient.
| B
D) Economic efficiency depends only off produiction methods.
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7. Sandy is not at her consumer equilibrium--She gees too many movies and buys too few books.

As she moves toward her consumer equilibrium, her marginal utility from movies will
A) decrease. So will her marginal utility from books.
B) increase, but her marginal utility from books will decrease.

C) decrease, but her marginal utility from books .?vill increase.
. — }
D) increase. So will her marginal utility. from-boaks!

B
oot I
8. Sandy is not at her consumer equilibriﬂﬁlJSh  se sdtoo many movies and buys too few books.

e——

[en e

~ As she moves toward her consumer equilibrium, her total utility from movies will
A) decrease. So will her total utility from books. |
B) increase, but her total utility from books will decrease.
C) decrease, but her total utility from books will increase.
'D) increase. So will her total utility from%oPks. -
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9. Which of the following changes would NOT shift the aggregate demand curve?
A) a change in fiscal policy '

B) a change in monetary policy ‘

'C) a change in expectations about future income

D) an increase in technology ‘o ! ' J
. ‘\ ;‘ N

10. The government could increase aggr 3‘ iiby $1 trillion by
a3 SE‘JVIC S

A) increasing its expenditures on goods by exactly. $1 trllhon.

B) increasing its expend1tures on goods and services by more than $1 trillion.
C) increasing its expendltures on goods and services by less than $1 trillion.

D) increasing its taxes by less than $1 trillion.,

11. In the short-run, real GDP can be greatter‘ ’}nan“ of lkss than potential GDP because in the

s e

pram

short run the ' pren

P ol MJ‘;

A) money wage rate is fixed. B
B) quantity of capital is fixed.
C) full-employment level of employment is fixed.

D) 'price level is fixed.

12. Ani mcrease m the prlce of a resource. such—as—m

L shifts the aggregate demand curve leﬁtﬂcu:d

II. shifis the long-run aggregate supply Gﬁ.lrje ward.
I11. shifts the short-run aggregate supply curve leftward.

IV. increases the price level and decreases real GDP in the short run.

A) I only is correct.

B) Both I and II are correct.

C) HI only is correct. Y PR
D) Both I.II and IV are correct. MTJ —
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13. If planned expenditures equal $2000 when GDP is $2200, then
A) inventories will decrease by $200.
B) actual investment will exeeed planned investment..
C) there will be excess demarid for most geods

‘D) the economy must have a trade surplus to se}ll the excess goods and services.

!

B l““"“
14. Which of the followmg can start-an jn at 0117{J
A) an increase in aggregate dema_r;g(

B) an increase in aggregate supply
C) a decrease in aggregate supply
D) Both answers A and C are correct,

e

15, Of the following, which is correct'r

l

B) Nominal GDP is not affected by hatges in prlces of goods and services.

A) Nominal GDP does not change Iﬁep.,the I‘p:roduction of goods and services increases.

C) Nominal GDP increases when the prices of goods and services increase.

D) Real GDP changes only when the prices of goods and services really change.

16. Which of the following have a positive relationship with household saving?

I) the real interest rate R—— | .
II) disposable income = m.:; o
IIT) expected future income “a e
' -
A)landIT- e oo
B) IT only
C) IT and IIT
D)1, IT and IIT
S PR ——
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II. Questions:

1. (9%) Quick Copy is one of the many copy shops near the campus. The figure shows Quick

Copy’s cost curves. MC represents the marginal cost curve and ATC represents the average

total cost curve. The market price of copying onj: page is 10 cents.

Price (cents per page)

SR |

Quantlty (pages pet hour).- {

N I

A. What is Quick Copy’s marginalrevenué? =

B. What is Quick Copy’s profit-maximizing output?
C. What is Quick Copy’s economic profit?

2. (8%) Sara’s income is $12 a week. The price of popcorn is $3 a bag, and the prlce of cola is

e T

$3 a can. e

A. What is Sara’s real income in teﬁﬁf"if ‘cgla.

B. What is the relative price of cola;ir-nlﬁnsJoﬁpbpcom?
C. What is the opportunity cost of a can of cola? |

D. Write down the equation for Sara’s budget line (placmg bags of popcorn on the left side

‘of the equatlon)

3. Al (5%) Draw a dlagram of LAS SAS-AI%) ter ﬂlLttrate the short-run effect on the price level

and the real income when there i 154 o.yﬁrall Tise in nominal wage rate.

w'!-nmmr—-l

B. (5%) According to the event 1n (ll) fthe*F:ciijesponds by increasing aggregate demand.

Use the diagram to illustrate the effect of the Fed’s action.
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4. (10%) Use the long-run Phillips curve (LRPC) and the short-run Phillips curve (SRPC) to
show the effects on these curves when there is an increase in the natural unemployment rate. |

5.AE=C+I1+G+ (X-M) C

- C=100+0.8(Y-T), I=60, G =40, T_10+oéy, r«so, M =0.04Y .

A. (5%) Calculate the equ111br1um re DEI'?e?
B. (10%) Calculate the government ex] Liltlpher and the autonomous tax multiplier

respectlv‘ely.
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