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1) Alvin's preferences for good X and good Y are shown in the diagram

1

below.
Good Y {
 gammme 2 Good X
Based on the above figure, it carrbe 1nfe1red that:
e 1]

A) Alvin regards good X and good Y as perfect substitutes.
B) Alvin will never purchase any of good Y.

C) Alvin does not consider good X as "good."

P —

D) Alvin regards good X and good Y als perfect complements.

o s———

E) none of the.above. B

RO

2) Assume that beer is an infe?i‘i?;r‘joo%‘., If the price of beer falls, then the

substitution effect results in-the’ person.buying of the good
~and the income effect results in the persen buying __ of the
good.

A) more, less B)less,less C)less, more D) more, more

friestins

P —

3) One reason individuals are wﬂljsg_io,pa:y for information in uncertain

situations is that information..
L
A) is a method of self—msur!anq& ““BJis,a way to diversify.
T
C) is a method of i msura;nce D) can reduce uncertainty.
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E) always reduces the diffé:énce between the probabilities of possible
| outcomes. |

4) A farmer uses M units of machmerly Jld L hpurs of labor to produce

C tons of corn, with the follomng[pmd nTb function €=L03+ MO75,

This productmn ﬁ.lnctzon exhibifs ] !
A) no clear pattern of returns to sca e ‘E
B) constant returns to scale for all output levels
* C) increasing returns to scale for all output levels

D) decreasing returns to scale for all output levels

5) The supply curve for a competltlv’é"TirJn is

s

A) its MR curve. ' SO
Pt '

B) its MC curve above the minirr“um’:ﬁﬁigtﬂ'the AVC curve.

| C) its entire MC curve. |
D) the upward—sloping poﬁion of its MC curve.
E) its MC curve above the minimum point of the ATC curve.

6) In 1994, the state of Califomia suffered g devastating earthquake. To
help pay for the damages, the stafe ra1se fts sales tax by one cent per
dollar of expenditure on most CWSIB; ¢ gopds. This state sales tax is
an example of What economlsts‘"C‘B:

A) an ad valorem tax. B) a neutral tax. C) a specific tax.
D) a negative tax. E) none of the above.

7) The momjpolist that maximizes proﬁt

A) imposes a cost on societyrbegause” ﬂ?fe selling price is above
i |

—

R o

papr e S

B) does not 1mpose a cost on soJ:1eﬁy beéause the selhng price is above

R -

marginal cost.

margm_al cost.
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- C) imposes a cost on society because the selling price is equal to
margmal cost.
D) does not impose a costwe\n-wsehe]tymﬂecause price is equal to

e
marginal cost. ™ [J

-t

8) An amusement park charges an éntraﬁc feelof $75 per person, then
$2.50 per ride. This is an example of | | |
A) secoﬂd—dé‘gree price discrimination. B)a two-part tariff.

C) first-degree price discfimination D) tying. E) bundling.

- 9) A firm can hire labor at the minimum wage of $4.25 per hour. Assume
that labor works 8 hours a day. ’i‘h‘e firnr's production function is as

follows: : | VD

o g o

rem——

Number of Days Numberof Units

Fr—

of Labor " of Qutﬁ'{lt“'“j
_ 0 _ 0

1 8

2 15

3 21

4 26

R
5 30

If each unif of output sells for $5; oWy m ny days of labor will the firm
hire to maximize profit? U
A)1 B)2 C)3 D)4 B)S T
10) Consider the following decision that Eileen has to make:
Eileen is considering buying a $4000 computer for her daughter.

Eileen hopes that with the computer her daughters schoolwork will -

ot | s el
F

et

_ i
1mprove so much that in two years time the will be offered a full-ride
scholarship to college The“fchn}%réﬁip s paid for four years and is
valued at $25, 000 per yerEuenmnjhe computer the probability

that the scholarship will be awarded is 10%.
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The expected NPV of the computer purchase is approximately
A)$10,000. B)$3,200. C)$96,000. D)$5000. E)$68,000.
11) What does the negative slopooﬁihe Pmd‘mtmn possibilities frontier

1mply'? - ;
A) D1m1nlsh1ng margmal u‘oyi\){

B) The only way to increase output of one good is to decrease output

of another
C) Diminishing marginal rates of technical substitution.

D) The only way to increase one person‘s utility is to decrease the
e B '
other's. - e

[ [ETSHR_Y

12) When there are externahtles eCOﬁonFic pfficiency can be achieved

. v ities

oo

‘without government intervention—.1"_J
A)atno time.
- -B) when the externality affects many people and property rights are
not well deﬁoed |

C) when the externality affeotsionly a fehfv partles and property rights

[RE Y ot
kst pimre

" are not well defined. i~

M iy o

D) when the externality affqmjofiga e;v parties and property rights
are well defined.
- E) when the eXtefnality affects maoy people and property rights are
well defined. |
13) Which of these measures the iesponsiveness of thé quantify of one
good demanded to an mcrease lln tl;le ptice of another good?
A) cross substitution elastlm:ty.l_J ]EiQ grie elasticity.

|
C) income elasticity. D), gromp 1oe ““IJgstlcny

14) Which of the following statements concerning utility as a measure for
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well being are false?
A) It is possible to determine which of two individuals is made
happier by consuming g, p“,ahrhgyla[r«mdrket basket.

B) Utility 'is an abstract represen’ta ionfof an individual's degree of

happiness | ' 7 r&h !

P o

C) Cross country studies suggest that cltlzens in wealthier countries
are happ1er than citizens in poorer countries.
D) There. is generally a positive reIationship between income and
utility.
15) Consider two goods X and ﬂ. Jaﬂéﬁe' or consumption Assume thaf _
| ‘the price of X changes 1Ie"the !br ce of Y remains fixed. For
these two goods, the price- %;;J,ptig curve illustrates the
A) relationship between the pricé of X'and‘ consumption of Y,
B) utility-maximizing combinations of X and Y for each quantity of X,

C) utility-maximizing combinations of X and Y for each price of X.

D) relationship between the.price of Yi amjd the consumption of X.

bttt PO

16) Which of the following 1s«N®T rm xample of consumer behavior
consistent with the stand;;;iftjsud'lpu ns of microeconomic theory?
A) Waiters and waitresses have an 1ncént1ve to provide good service in
order to earn tips.
B) Although tipping reduces the ‘amou'nt of income available for
purchasing goods, people usuaﬂy leave tips at réstaurants.
JS— i

unlikely to visit again. __ - _t

‘..u.,.m..‘u...u“

o [ gt '
C) People are less likely to le?a:'ye[tipls_ﬁ Jesfaurants that they are

D) Due to the convention of g_pﬁ__ ifig, res restjéurants pay a lower wage to

waiters and waitresses than they would in the absernce of any

wo-> g
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tipping rule.
E) none of the above.

17) The rate at which one input camha_reldurcc,d, ‘per addmonal unit of the

other input, while holding output cﬁh"sjt T, i§ measured by the

~ A) slope of the isocost curve. j

B) marginal rate of technical substitution.
C) averagejprbduct of the input.
D) marginal rate of substitutien

18) The total cost of producmg a given level of output is

P fron

A) maximized when a corner sol'utlo extsts|

e

B) minimized when the ratio of {natgma rproduct to input price is
—- 1 |

anevert

=k

equal for all inputs.

C) minimized when marginal product multiplied by 'input price is

equal for all inputs.
D) minimized when the marginal products of all inputs are equal. .

19) The shutdown decision can be-restated i térms of producer surplus

[PEVPRARTINIUIS s

by saying that a firm should prcduce T{ the short run as long as

m“m

A) revenue exceeds producer sf.lri)jus
o]

B) producer surplus exceeds fixed cost.
-C) producer surplus exceeds variable cost.
D) producér surplus is positive. |
E) profit and producer surplus are equal.

- . iy e o
20) Price ceilings | R

{

J

kb

A) may decrease consumer sur?alq-swaf dem d is sufficiently inelastic.

P g

B) cause quantity to be h1ghe1:~tha.n. M@market equilibrium.

C) always increase consumer surplus.
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D) may decrease consumer surplus if demand is sufficiently elastic.

E) always decrcase consumer surplus '
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