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Economics 160, Spring 2003, First Exam 
Multiple Choice
Labor Hours Needed to Make 1 Pound of:    Pounds produced in 20 hours:
               Meat      Potatoes              Meat    Potatoes
   Farmer       10          5                   2         4
   Rancher       4          1                   5        20
  1. Refer to the tables shown. The Farmer and Rancher both could benefit by the Farmer specializing in __________ and the Rancher specializing in ___________.
a. meat, potatoes
b. potatoes, meat
c. neither good, meat
d. They cannot benefit by specialization and trade.
These figures illustrate the production possibilities frontiers for Robinson Crusoe and Friday with 12 hours of labor.
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  2. Refer to the graphs given. For Robinson Crusoe the opportunity cost of 1 pound of fish is
a. 2 pounds of coconuts.
b. 1/2 pound of coconuts.
c. 4 pounds of coconuts.
d. 1/4 pound of coconuts.
  3. Refer to the graphs given. For Friday the opportunity cost of 1 pound of coconuts is
a. 2/3 pound of fish.
b. 3 pounds of fish.
c. 1 pound of fish.
d. 2 pounds of fish.
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For the following question(s), use the accompanying table.
Labor Hours needed to make one unit of:  Amount produced in 120 hours:
             Perfume        Cloth            Perfume     Cloth
            (bottles)      (yards)           (bottles)   (yards)
Nancy           6             8                 20          15
Roger           5            10                 24          12
  4. Refer to the tables shown. Nancy and Roger both could benefit by Nancy specializing in __________ and Roger specializing in __________.
a. perfume, cloth
b. cloth, perfume
c. perfume, perfume
d. cloth, cloth
These figures illustrate the production possibilities available to Tom and Nicole with 40 hours of labor.
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  5. Refer to the graphs given. Nicole has a comparative advantage in __________ and Tom has a comparative advantage in __________.
a. videos, books
b. both goods, neither good
c. books, videos
d. neither good, books
  6. Trade is based on
a. absolute advantage.
b. comparative advantage.
c. production costs.
d. relative dollar prices.
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Hours needed to make one unit of:      Amount produced in 2400 hours:
        Cars     Airplanes                      Cars     Airplanes
U.S.     40         160                          60         15
Japan    50         150                          48         16
  7. Refer to the tables shown. Japan has an absolute advantage in __________ and the U.S. has a comparative advantage in __________.
a. both goods, cars
b. both goods, neither good
c. cars, airplanes
d. airplanes, cars
  8. Refer to the tables shown. The U.S. has an absolute advantage in __________ and Japan has an absolute advantage in __________.
a. airplanes, cars
b. neither good, both goods
c. cars, airplanes
d. neither good, cars
  9. Adam Smith
a. wrote An Inquiry into the Nature and Causes of the Wealth of Nations.
b. opposed free trade.
c. wrote the General Theory of Economics.
d. All of the above are correct.
 10. Economists generally support
a. trade restrictions.
b. government management of trade.
c. free international trade.
d. export subsidies.
 11. The U.S. could benefit by
a. restricting imports, promoting exports.
b. promoting imports, restricting exports.
c. restricting both imports and exports.
d. not restricting trade.
Use the accompanying table to answer the following questions:
Labor hours needed to make one unit of    Amount produced in 40 hours
             Cheese       Bread                   Cheese     Bread
England         1           2                       40         20
Spain           2           8                       20          5
 12. Refer to the tables shown. The opportunity cost of 1 unit of bread in England is
a. 4 cheeses.
b. 2 cheeses.
c. 1 cheese.
d. 1/2 cheese.
VERSION 1                          March 5th, 2003                                PAGE 4  
 13. Refer to the tables shown. England has a comparative advantage in __________ and Spain has a comparative advantage in __________.
a. bread, cheese
b. cheese, bread
c. both goods, neither good
d. neither good, both goods
 14. Refer to the tables shown. If England and Spain trade based on the principle of comparative advantage, England will export which product to Spain?
a. bread
b. cheese
c. both cheese and bread
d. England cannot benefit from trade with Spain.
 15. Refer to the tables shown. If England and Spain specialize and trade according to their comparative advantage,
a. England will specialize in and export bread.
b. some individuals in each country will be hurt.
c. more of each good can be consumed in both countries.
d. All of the above are correct.
 16. As a seller, you would be considered part of a perfectly competitive market if
a. your actions are quickly followed by competitors.
b. your pricing has no impact on the amount you can sell.
c. your actions essentially have no effect on the market price.
d. increases in the price of your product have an impact on the market price.
 17. A market with only a few sellers would be
a. a monopoly.
b. a competitive market.
c. an oligopoly.
d. a monopolistically competitive market.
 18. If a seller is supplying a product that is slightly different than that of many close competitors and is able to charge a different price than competitors, then the seller
a. is a monopolist.
b. is producing a homogeneous product.
c. will eventually have to decrease the price.
d. is participating in a monopolistically competitive market.
 19. A higher price for batteries would tend to
a. increase the demand for flashlights.
b. decrease the demand for electricity.
c. increase the demand for electricity.
d. increase the demand for batteries.
 20. An increase in the number of scholarships issued for college education would
a. increase the supply of education.
b. decrease the supply of education.
c. increase the demand for education.
d. decrease the demand for education.
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 21. Suppose that there is an increase in input prices. We would expect
a. supply to increase.
b. supply to decrease.
c. supply could increase or decrease.
d. supply to remain unchanged.
 22. Comparative statics involves
a. comparing the old equilibrium and the new equilibrium.
b. the estimating of buyer reluctance to pay the market price.
c. comparisons of varying prices.
d. the estimating of the friction that develops between buyer and seller.
 23. In a free market system, what coordinates the actions of millions of people with their varying abilities and desires?
a. producers
b. consumers
c. prices
d. the government
 24. Economists use the concept of price elasticity of demand to measure
a. how much buyers respond to changes in the price of the good.
b. how much sellers respond to changes in the price of the good.
c. how much worse off consumers are when the price of the good rises.
d. how much demand responds to changes in buyers' incomes.
 25. Demand is unit elastic if
a. elasticity is less than 1.
b. elasticity is equal to 1.
c. elasticity is greater than 1.
d. elasticity is equal to 0.
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 26. In the graph shown, the section of the demand curve labeled A represents
a. the elastic section of the demand curve.
b. the inelastic section of the demand curve.
c. the unit elastic section of the demand curve.
d. the perfectly elastic section of the demand curve.
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 27. Elasticity of demand is closely related to the slope of the demand curve. The more responsive buyers are to a change in price, the ______________ the demand curve.
a. steeper
b. further to the right
c. flatter
d. closer to the vertical axis
 28. On a downward sloping, linear demand curve, total revenue would be at a maximum
a. at the upper end of the demand curve.
b. at the lower end of the demand curve.
c. at the midpoint of the demand curve.
d. It is impossible to tell without knowing the price and quantity demanded.
 29. You produce jewelry boxes. If the demand for jewelry boxes is elastic and you want to increase your total revenue, you should
a. decrease the price of your jewelry boxes.
b. increase the price of your jewelry boxes.
c. not change the price of your jewelry boxes.
d. None of the above answers are correct.
 30. Income elasticity of demand measures
a. how the quantity demanded changes as consumer income changes.
b. how consumer purchasing power is affected by a change in the price of a good.
c. how the price of a good is affected when there is a change in consumer income.
d. how many units of a good a consumer can buy given a certain income level.
 31. Suppose a producer is able to separate customers into two groups, one having a price inelastic demand and the other having a price elastic demand. If the producer's objective is to increase total revenue, she should
a. increase the price charged to customers with the price elastic demand and decrease the price charged to customers with the price inelastic demand.
b. decrease the price charged to customers with the price elastic demand and increase the price charged to customers with the price inelastic demand.
c. charge the same price to both groups of customers.
d. increase the price for both groups of customers.
 32. A binding price ceiling in the computer market will cause
a. a surplus of computers.
b. a shortage of computers.
c. quantity demanded of computers to be equal to quantity supplied.
d. an increase in the demand for computers.
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 33. According to the graph shown, if the government imposes a binding price floor of $6.00 in this market, the result would be
a. a surplus of 15.
b. a surplus of 35.
c. a shortage of 30.
d. a shortage of 50.
 34. Rent control is
a. a common example of a social problem solved by government regulation.
b. a common example of a price ceiling.
c. the most effective way to provide affordable housing.
d. the most efficient way to allocate housing.
 35. Unlike minimum wage laws, wage subsidies
a. discourage firms from hiring the working poor.
b. cause unemployment.
c. help only wealthy workers.
d. raise living standards of the working poor without creating unemployment.
 36. Which is the most accurate statement about taxes and government?
a. All governments, federal, state, and local, rely on taxes to raise revenue for public purposes.
b. Federal and state governments use taxes to raise revenue, but local governments use borrowing.
c. Federal and local governments use taxes to raise revenue, but state governments use borrowing.
d. State and local governments use taxes to raise revenue, but the federal government uses borrowing.
 37. A tax of $.10 per bag on the sellers of popcorn will
a. cause the supply curve of popcorn to shift down by $.10 per bag.
b. cause the supply curve of popcorn to shift up by $.10 per bag.
c. cause the supply curve of popcorn to shift down by $.05 per bag.
d. cause the demand curve of popcorn to shift up by $.10 per bag.
 38. A tax on the sellers of popcorn will
a. reduce the size of the popcorn market.
b. increase the size of the popcorn market.
c. affect the price of popcorn, but not the size of the market.
d. not have a predictable effect on the size of the popcorn market.
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 39. What is true about the burden of a tax imposed on popcorn?
a. Buyers bear the entire burden of the tax.
b. Sellers bear the entire burden of the tax.
c. Buyers and sellers share the burden of the tax.
d. The government bears the entire burden of the tax.
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 40. In the graph shown, the per unit burden of the tax on buyers is
a. P2 minus P0.
b. P2 minus P1.
c. P1 minus P0.
d. Q1 minus Q0.
          (c) 2001 by Harcourt, Inc. All rights reserved.
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ANSWER KEY FOR TEST - T1SP03
  1. a. meat, potatoes
                                    Chapter:3       QUESTION: 16
  2. c. 4 pounds of coconuts.
                                    Chapter:3       QUESTION: 17
  3. a. 2/3 pound of fish.
                                    Chapter:3       QUESTION: 20
  4. b. cloth, perfume
                                    Chapter:3       QUESTION: 32
  5. c. books, videos
                                    Chapter:3       QUESTION: 39
  6. b. comparative advantage.
                                    Chapter:3       QUESTION: 47
  7. d. airplanes, cars
                                    Chapter:3       QUESTION: 55
  8. c. cars, airplanes
                                    Chapter:3       QUESTION: 56
  9. a. wrote An Inquiry into the Nature and Causes of the Wealth of Nations.
                                    Chapter:3       QUESTION: 66
 10. c. free international trade.
                                    Chapter:3       QUESTION: 71
 11. d. not restricting trade.
                                    Chapter:3       QUESTION: 73
 12. b. 2 cheeses.
                                    Chapter:3       QUESTION: 77
 13. a. bread, cheese
                                    Chapter:3       QUESTION: 80
 14. a. bread
                                    Chapter:3       QUESTION: 85
 15. d. All of the above are correct.
                                    Chapter:3       QUESTION: 89
 16. c. your actions essentially have no effect on the market price.
                                    Chapter:4       QUESTION: 12
 17. c. an oligopoly.
                                    Chapter:4       QUESTION: 15
 18. d. is participating in a monopolistically competitive market.
                                    Chapter:4       QUESTION: 18
 19. c. increase the demand for electricity.
                                    Chapter:4       QUESTION: 25
 20. c. increase the demand for education.
                                    Chapter:4       QUESTION: 51
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 21. b. supply to decrease.
                                    Chapter:4       QUESTION: 68
 22. a. comparing the old equilibrium and the new equilibrium.
                                    Chapter:4       QUESTION: 98
 23. c. prices
                                    Chapter:4       QUESTION:112
 24. a. how much buyers respond to changes in the price of the good.
                                    Chapter:5       QUESTION:  3
 25. b. elasticity is equal to 1.
                                    Chapter:5       QUESTION: 23
 26. a. the elastic section of the demand curve.
                                    Chapter:5       QUESTION: 24
 27. c. flatter
                                    Chapter:5       QUESTION: 31
 28. c. at the midpoint of the demand curve.
                                    Chapter:5       QUESTION: 38
 29. a. decrease the price of your jewelry boxes.
                                    Chapter:5       QUESTION: 46
 30. a. how the quantity demanded changes as consumer income changes.
                                    Chapter:5       QUESTION: 53
 31. b. decrease the price charged to customers with the price elastic demand and increase the price charged to customers with the price inelastic demand.
                                    Chapter:5       QUESTION: 98
 32. b. a shortage of computers.
                                    Chapter:6       QUESTION: 12
 33. b. a surplus of 35.
                                    Chapter:6       QUESTION: 16
 34. b. a common example of a price ceiling.
                                    Chapter:6       QUESTION: 24
 35. d. raise living standards of the working poor without creating unemployment.
                                    Chapter:6       QUESTION: 53
 36. a. All governments, federal, state, and local, rely on taxes to raise revenue for public purposes.
                                    Chapter:6       QUESTION: 55
 37. b. cause the supply curve of popcorn to shift up by $.10 per bag.
                                    Chapter:6       QUESTION: 77
 38. a. reduce the size of the popcorn market.
                                    Chapter:6       QUESTION: 78
 39. c. Buyers and sellers share the burden of the tax.
                                    Chapter:6       QUESTION: 81
 40. b. P2 minus P1.
                                    Chapter:6       QUESTION: 94
          (c) 2001 by Harcourt, Inc. All rights reserved.
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Economics 160, Spring 2003, First Exam 
Multiple Choice
  1. A tax of $.10 per bag on the sellers of popcorn will
a. cause the supply curve of popcorn to shift down by $.10 per bag.
b. cause the supply curve of popcorn to shift up by $.10 per bag.
c. cause the supply curve of popcorn to shift down by $.05 per bag.
d. cause the demand curve of popcorn to shift up by $.10 per bag.
  2. Which is the most accurate statement about taxes and government?
a. All governments, federal, state, and local, rely on taxes to raise revenue for public purposes.
b. Federal and state governments use taxes to raise revenue, but local governments use borrowing.
c. Federal and local governments use taxes to raise revenue, but state governments use borrowing.
d. State and local governments use taxes to raise revenue, but the federal government uses borrowing.
  3. As a seller, you would be considered part of a perfectly competitive market if
a. your actions are quickly followed by competitors.
b. your pricing has no impact on the amount you can sell.
c. your actions essentially have no effect on the market price.
d. increases in the price of your product have an impact on the market price.
Use the accompanying table to answer the following questions:
Labor hours needed to make one unit of    Amount produced in 40 hours
             Cheese       Bread                   Cheese     Bread
England         1           2                       40         20
Spain           2           8                       20          5
  4. Refer to the tables shown. England has a comparative advantage in __________ and Spain has a comparative advantage in __________.
a. bread, cheese
b. cheese, bread
c. both goods, neither good
d. neither good, both goods
  5. Refer to the tables shown. The opportunity cost of 1 unit of bread in England is
a. 4 cheeses.
b. 2 cheeses.
c. 1 cheese.
d. 1/2 cheese.
  6. Refer to the tables shown. If England and Spain specialize and trade according to their comparative advantage,
a. England will specialize in and export bread.
b. some individuals in each country will be hurt.
c. more of each good can be consumed in both countries.
d. All of the above are correct.
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  7. Refer to the tables shown. If England and Spain trade based on the principle of comparative advantage, England will export which product to Spain?
a. bread
b. cheese
c. both cheese and bread
d. England cannot benefit from trade with Spain.
Hours needed to make one unit of:      Amount produced in 2400 hours:
        Cars     Airplanes                      Cars     Airplanes
U.S.     40         160                          60         15
Japan    50         150                          48         16
  8. Refer to the tables shown. The U.S. has an absolute advantage in __________ and Japan has an absolute advantage in __________.
a. airplanes, cars
b. neither good, both goods
c. cars, airplanes
d. neither good, cars
  9. Refer to the tables shown. Japan has an absolute advantage in __________ and the U.S. has a comparative advantage in __________.
a. both goods, cars
b. both goods, neither good
c. cars, airplanes
d. airplanes, cars
These figures illustrate the production possibilities frontiers for Robinson Crusoe and Friday with 12 hours of labor.
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 10. Refer to the graphs given. For Friday the opportunity cost of 1 pound of coconuts is
a. 2/3 pound of fish.
b. 3 pounds of fish.
c. 1 pound of fish.
d. 2 pounds of fish.
 11. Refer to the graphs given. For Robinson Crusoe the opportunity cost of 1 pound of fish is
a. 2 pounds of coconuts.
b. 1/2 pound of coconuts.
c. 4 pounds of coconuts.
d. 1/4 pound of coconuts.
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 12. A higher price for batteries would tend to
a. increase the demand for flashlights.
b. decrease the demand for electricity.
c. increase the demand for electricity.
d. increase the demand for batteries.
 13. The U.S. could benefit by
a. restricting imports, promoting exports.
b. promoting imports, restricting exports.
c. restricting both imports and exports.
d. not restricting trade.
 14. Economists generally support
a. trade restrictions.
b. government management of trade.
c. free international trade.
d. export subsidies.
 15. Trade is based on
a. absolute advantage.
b. comparative advantage.
c. production costs.
d. relative dollar prices.
For the following question(s), use the accompanying table.
Labor Hours needed to make one unit of:  Amount produced in 120 hours:
             Perfume        Cloth            Perfume     Cloth
            (bottles)      (yards)           (bottles)   (yards)
Nancy           6             8                 20          15
Roger           5            10                 24          12
 16. Refer to the tables shown. Nancy and Roger both could benefit by Nancy specializing in __________ and Roger specializing in __________.
a. perfume, cloth
b. cloth, perfume
c. perfume, perfume
d. cloth, cloth
 17. On a downward sloping, linear demand curve, total revenue would be at a maximum
a. at the upper end of the demand curve.
b. at the lower end of the demand curve.
c. at the midpoint of the demand curve.
d. It is impossible to tell without knowing the price and quantity demanded.
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These figures illustrate the production possibilities available to Tom and Nicole with 40 hours of labor.
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 18. Refer to the graphs given. Nicole has a comparative advantage in __________ and Tom has a comparative advantage in __________.
a. videos, books
b. both goods, neither good
c. books, videos
d. neither good, books
 19. Comparative statics involves
a. comparing the old equilibrium and the new equilibrium.
b. the estimating of buyer reluctance to pay the market price.
c. comparisons of varying prices.
d. the estimating of the friction that develops between buyer and seller.
 20. What is true about the burden of a tax imposed on popcorn?
a. Buyers bear the entire burden of the tax.
b. Sellers bear the entire burden of the tax.
c. Buyers and sellers share the burden of the tax.
d. The government bears the entire burden of the tax.
 21. Elasticity of demand is closely related to the slope of the demand curve. The more responsive buyers are to a change in price, the ______________ the demand curve.
a. steeper
b. further to the right
c. flatter
d. closer to the vertical axis
 22. You produce jewelry boxes. If the demand for jewelry boxes is elastic and you want to increase your total revenue, you should
a. decrease the price of your jewelry boxes.
b. increase the price of your jewelry boxes.
c. not change the price of your jewelry boxes.
d. None of the above answers are correct.
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 23. In the graph shown, the section of the demand curve labeled A represents
a. the elastic section of the demand curve.
b. the inelastic section of the demand curve.
c. the unit elastic section of the demand curve.
d. the perfectly elastic section of the demand curve.
 24. A binding price ceiling in the computer market will cause
a. a surplus of computers.
b. a shortage of computers.
c. quantity demanded of computers to be equal to quantity supplied.
d. an increase in the demand for computers.
 25. Adam Smith
a. wrote An Inquiry into the Nature and Causes of the Wealth of Nations.
b. opposed free trade.
c. wrote the General Theory of Economics.
d. All of the above are correct.
 26. A tax on the sellers of popcorn will
a. reduce the size of the popcorn market.
b. increase the size of the popcorn market.
c. affect the price of popcorn, but not the size of the market.
d. not have a predictable effect on the size of the popcorn market.
 27. An increase in the number of scholarships issued for college education would
a. increase the supply of education.
b. decrease the supply of education.
c. increase the demand for education.
d. decrease the demand for education.
 28. Demand is unit elastic if
a. elasticity is less than 1.
b. elasticity is equal to 1.
c. elasticity is greater than 1.
d. elasticity is equal to 0.
 29. Suppose that there is an increase in input prices. We would expect
a. supply to increase.
b. supply to decrease.
c. supply could increase or decrease.
d. supply to remain unchanged.
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 30. Income elasticity of demand measures
a. how the quantity demanded changes as consumer income changes.
b. how consumer purchasing power is affected by a change in the price of a good.
c. how the price of a good is affected when there is a change in consumer income.
d. how many units of a good a consumer can buy given a certain income level.
 31. In a free market system, what coordinates the actions of millions of people with their varying abilities and desires?
a. producers
b. consumers
c. prices
d. the government
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 32. In the graph shown, the per unit burden of the tax on buyers is
a. P2 minus P0.
b. P2 minus P1.
c. P1 minus P0.
d. Q1 minus Q0.
 33. Economists use the concept of price elasticity of demand to measure
a. how much buyers respond to changes in the price of the good.
b. how much sellers respond to changes in the price of the good.
c. how much worse off consumers are when the price of the good rises.
d. how much demand responds to changes in buyers' incomes.
 34. Unlike minimum wage laws, wage subsidies
a. discourage firms from hiring the working poor.
b. cause unemployment.
c. help only wealthy workers.
d. raise living standards of the working poor without creating unemployment.
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Labor Hours Needed to Make 1 Pound of:    Pounds produced in 20 hours:
               Meat      Potatoes              Meat    Potatoes
   Farmer       10          5                   2         4
   Rancher       4          1                   5        20
 35. Refer to the tables shown. The Farmer and Rancher both could benefit by the Farmer specializing in __________ and the Rancher specializing in ___________.
a. meat, potatoes
b. potatoes, meat
c. neither good, meat
d. They cannot benefit by specialization and trade.
 36. Suppose a producer is able to separate customers into two groups, one having a price inelastic demand and the other having a price elastic demand. If the producer's objective is to increase total revenue, she should
a. increase the price charged to customers with the price elastic demand and decrease the price charged to customers with the price inelastic demand.
b. decrease the price charged to customers with the price elastic demand and increase the price charged to customers with the price inelastic demand.
c. charge the same price to both groups of customers.
d. increase the price for both groups of customers.
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 37. According to the graph shown, if the government imposes a binding price floor of $6.00 in this market, the result would be
a. a surplus of 15.
b. a surplus of 35.
c. a shortage of 30.
d. a shortage of 50.
 38. If a seller is supplying a product that is slightly different than that of many close competitors and is able to charge a different price than competitors, then the seller
a. is a monopolist.
b. is producing a homogeneous product.
c. will eventually have to decrease the price.
d. is participating in a monopolistically competitive market.
 39. A market with only a few sellers would be
a. a monopoly.
b. a competitive market.
c. an oligopoly.
d. a monopolistically competitive market.
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 40. Rent control is
a. a common example of a social problem solved by government regulation.
b. a common example of a price ceiling.
c. the most effective way to provide affordable housing.
d. the most efficient way to allocate housing.
          (c) 2001 by Harcourt, Inc. All rights reserved.
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ANSWER KEY FOR TEST - T1SP03
  1. b. cause the supply curve of popcorn to shift up by $.10 per bag.
                                    Chapter:6       QUESTION: 77
  2. a. All governments, federal, state, and local, rely on taxes to raise revenue for public purposes.
                                    Chapter:6       QUESTION: 55
  3. c. your actions essentially have no effect on the market price.
                                    Chapter:4       QUESTION: 12
  4. a. bread, cheese
                                    Chapter:3       QUESTION: 80
  5. b. 2 cheeses.
                                    Chapter:3       QUESTION: 77
  6. d. All of the above are correct.
                                    Chapter:3       QUESTION: 89
  7. a. bread
                                    Chapter:3       QUESTION: 85
  8. c. cars, airplanes
                                    Chapter:3       QUESTION: 56
  9. d. airplanes, cars
                                    Chapter:3       QUESTION: 55
 10. a. 2/3 pound of fish.
                                    Chapter:3       QUESTION: 20
 11. c. 4 pounds of coconuts.
                                    Chapter:3       QUESTION: 17
 12. c. increase the demand for electricity.
                                    Chapter:4       QUESTION: 25
 13. d. not restricting trade.
                                    Chapter:3       QUESTION: 73
 14. c. free international trade.
                                    Chapter:3       QUESTION: 71
 15. b. comparative advantage.
                                    Chapter:3       QUESTION: 47
 16. b. cloth, perfume
                                    Chapter:3       QUESTION: 32
 17. c. at the midpoint of the demand curve.
                                    Chapter:5       QUESTION: 38
 18. c. books, videos
                                    Chapter:3       QUESTION: 39
 19. a. comparing the old equilibrium and the new equilibrium.
                                    Chapter:4       QUESTION: 98
 20. c. Buyers and sellers share the burden of the tax.
                                    Chapter:6       QUESTION: 81
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 21. c. flatter
                                    Chapter:5       QUESTION: 31
 22. a. decrease the price of your jewelry boxes.
                                    Chapter:5       QUESTION: 46
 23. a. the elastic section of the demand curve.
                                    Chapter:5       QUESTION: 24
 24. b. a shortage of computers.
                                    Chapter:6       QUESTION: 12
 25. a. wrote An Inquiry into the Nature and Causes of the Wealth of Nations.
                                    Chapter:3       QUESTION: 66
 26. a. reduce the size of the popcorn market.
                                    Chapter:6       QUESTION: 78
 27. c. increase the demand for education.
                                    Chapter:4       QUESTION: 51
 28. b. elasticity is equal to 1.
                                    Chapter:5       QUESTION: 23
 29. b. supply to decrease.
                                    Chapter:4       QUESTION: 68
 30. a. how the quantity demanded changes as consumer income changes.
                                    Chapter:5       QUESTION: 53
 31. c. prices
                                    Chapter:4       QUESTION:112
 32. b. P2 minus P1.
                                    Chapter:6       QUESTION: 94
 33. a. how much buyers respond to changes in the price of the good.
                                    Chapter:5       QUESTION:  3
 34. d. raise living standards of the working poor without creating unemployment.
                                    Chapter:6       QUESTION: 53
 35. a. meat, potatoes
                                    Chapter:3       QUESTION: 16
 36. b. decrease the price charged to customers with the price elastic demand and increase the price charged to customers with the price inelastic demand.
                                    Chapter:5       QUESTION: 98
 37. b. a surplus of 35.
                                    Chapter:6       QUESTION: 16
 38. d. is participating in a monopolistically competitive market.
                                    Chapter:4       QUESTION: 18
 39. c. an oligopoly.
                                    Chapter:4       QUESTION: 15
 40. b. a common example of a price ceiling.
                                    Chapter:6       QUESTION: 24
          (c) 2001 by Harcourt, Inc. All rights reserved.
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Economics 160, Spring 2003, First Exam 
Multiple Choice
  1. Suppose a producer is able to separate customers into two groups, one having a price inelastic demand and the other having a price elastic demand. If the producer's objective is to increase total revenue, she should
a. increase the price charged to customers with the price elastic demand and decrease the price charged to customers with the price inelastic demand.
b. decrease the price charged to customers with the price elastic demand and increase the price charged to customers with the price inelastic demand.
c. charge the same price to both groups of customers.
d. increase the price for both groups of customers.
  2. Suppose that there is an increase in input prices. We would expect
a. supply to increase.
b. supply to decrease.
c. supply could increase or decrease.
d. supply to remain unchanged.
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  3. According to the graph shown, if the government imposes a binding price floor of $6.00 in this market, the result would be
a. a surplus of 15.
b. a surplus of 35.
c. a shortage of 30.
d. a shortage of 50.
Use the accompanying table to answer the following questions:
Labor hours needed to make one unit of    Amount produced in 40 hours
             Cheese       Bread                   Cheese     Bread
England         1           2                       40         20
Spain           2           8                       20          5
  4. Refer to the tables shown. If England and Spain trade based on the principle of comparative advantage, England will export which product to Spain?
a. bread
b. cheese
c. both cheese and bread
d. England cannot benefit from trade with Spain.
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  5. Refer to the tables shown. England has a comparative advantage in __________ and Spain has a comparative advantage in __________.
a. bread, cheese
b. cheese, bread
c. both goods, neither good
d. neither good, both goods
  6. Refer to the tables shown. If England and Spain specialize and trade according to their comparative advantage,
a. England will specialize in and export bread.
b. some individuals in each country will be hurt.
c. more of each good can be consumed in both countries.
d. All of the above are correct.
  7. Refer to the tables shown. The opportunity cost of 1 unit of bread in England is
a. 4 cheeses.
b. 2 cheeses.
c. 1 cheese.
d. 1/2 cheese.
  8. Economists use the concept of price elasticity of demand to measure
a. how much buyers respond to changes in the price of the good.
b. how much sellers respond to changes in the price of the good.
c. how much worse off consumers are when the price of the good rises.
d. how much demand responds to changes in buyers' incomes.
  9. An increase in the number of scholarships issued for college education would
a. increase the supply of education.
b. decrease the supply of education.
c. increase the demand for education.
d. decrease the demand for education.
Labor Hours Needed to Make 1 Pound of:    Pounds produced in 20 hours:
               Meat      Potatoes              Meat    Potatoes
   Farmer       10          5                   2         4
   Rancher       4          1                   5        20
 10. Refer to the tables shown. The Farmer and Rancher both could benefit by the Farmer specializing in __________ and the Rancher specializing in ___________.
a. meat, potatoes
b. potatoes, meat
c. neither good, meat
d. They cannot benefit by specialization and trade.
 11. A market with only a few sellers would be
a. a monopoly.
b. a competitive market.
c. an oligopoly.
d. a monopolistically competitive market.
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 12. Which is the most accurate statement about taxes and government?
a. All governments, federal, state, and local, rely on taxes to raise revenue for public purposes.
b. Federal and state governments use taxes to raise revenue, but local governments use borrowing.
c. Federal and local governments use taxes to raise revenue, but state governments use borrowing.
d. State and local governments use taxes to raise revenue, but the federal government uses borrowing.
 13. A tax on the sellers of popcorn will
a. reduce the size of the popcorn market.
b. increase the size of the popcorn market.
c. affect the price of popcorn, but not the size of the market.
d. not have a predictable effect on the size of the popcorn market.
 14. If a seller is supplying a product that is slightly different than that of many close competitors and is able to charge a different price than competitors, then the seller
a. is a monopolist.
b. is producing a homogeneous product.
c. will eventually have to decrease the price.
d. is participating in a monopolistically competitive market.
 15. A tax of $.10 per bag on the sellers of popcorn will
a. cause the supply curve of popcorn to shift down by $.10 per bag.
b. cause the supply curve of popcorn to shift up by $.10 per bag.
c. cause the supply curve of popcorn to shift down by $.05 per bag.
d. cause the demand curve of popcorn to shift up by $.10 per bag.
 16. Adam Smith
a. wrote An Inquiry into the Nature and Causes of the Wealth of Nations.
b. opposed free trade.
c. wrote the General Theory of Economics.
d. All of the above are correct.
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 17. In the graph shown, the per unit burden of the tax on buyers is
a. P2 minus P0.
b. P2 minus P1.
c. P1 minus P0.
d. Q1 minus Q0.
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These figures illustrate the production possibilities frontiers for Robinson Crusoe and Friday with 12 hours of labor.
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 18. Refer to the graphs given. For Friday the opportunity cost of 1 pound of coconuts is
a. 2/3 pound of fish.
b. 3 pounds of fish.
c. 1 pound of fish.
d. 2 pounds of fish.
 19. Refer to the graphs given. For Robinson Crusoe the opportunity cost of 1 pound of fish is
a. 2 pounds of coconuts.
b. 1/2 pound of coconuts.
c. 4 pounds of coconuts.
d. 1/4 pound of coconuts.
 20. Economists generally support
a. trade restrictions.
b. government management of trade.
c. free international trade.
d. export subsidies.
 21. Income elasticity of demand measures
a. how the quantity demanded changes as consumer income changes.
b. how consumer purchasing power is affected by a change in the price of a good.
c. how the price of a good is affected when there is a change in consumer income.
d. how many units of a good a consumer can buy given a certain income level.
 22. Trade is based on
a. absolute advantage.
b. comparative advantage.
c. production costs.
d. relative dollar prices.
 23. Rent control is
a. a common example of a social problem solved by government regulation.
b. a common example of a price ceiling.
c. the most effective way to provide affordable housing.
d. the most efficient way to allocate housing.
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 24. Elasticity of demand is closely related to the slope of the demand curve. The more responsive buyers are to a change in price, the ______________ the demand curve.
a. steeper
b. further to the right
c. flatter
d. closer to the vertical axis
 25. Demand is unit elastic if
a. elasticity is less than 1.
b. elasticity is equal to 1.
c. elasticity is greater than 1.
d. elasticity is equal to 0.
 26. As a seller, you would be considered part of a perfectly competitive market if
a. your actions are quickly followed by competitors.
b. your pricing has no impact on the amount you can sell.
c. your actions essentially have no effect on the market price.
d. increases in the price of your product have an impact on the market price.
 27. A binding price ceiling in the computer market will cause
a. a surplus of computers.
b. a shortage of computers.
c. quantity demanded of computers to be equal to quantity supplied.
d. an increase in the demand for computers.
Hours needed to make one unit of:      Amount produced in 2400 hours:
        Cars     Airplanes                      Cars     Airplanes
U.S.     40         160                          60         15
Japan    50         150                          48         16
 28. Refer to the tables shown. Japan has an absolute advantage in __________ and the U.S. has a comparative advantage in __________.
a. both goods, cars
b. both goods, neither good
c. cars, airplanes
d. airplanes, cars
 29. Refer to the tables shown. The U.S. has an absolute advantage in __________ and Japan has an absolute advantage in __________.
a. airplanes, cars
b. neither good, both goods
c. cars, airplanes
d. neither good, cars
 30. On a downward sloping, linear demand curve, total revenue would be at a maximum
a. at the upper end of the demand curve.
b. at the lower end of the demand curve.
c. at the midpoint of the demand curve.
d. It is impossible to tell without knowing the price and quantity demanded.
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 31. In the graph shown, the section of the demand curve labeled A represents
a. the elastic section of the demand curve.
b. the inelastic section of the demand curve.
c. the unit elastic section of the demand curve.
d. the perfectly elastic section of the demand curve.
 32. The U.S. could benefit by
a. restricting imports, promoting exports.
b. promoting imports, restricting exports.
c. restricting both imports and exports.
d. not restricting trade.
These figures illustrate the production possibilities available to Tom and Nicole with 40 hours of labor.
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 33. Refer to the graphs given. Nicole has a comparative advantage in __________ and Tom has a comparative advantage in __________.
a. videos, books
b. both goods, neither good
c. books, videos
d. neither good, books
 34. Comparative statics involves
a. comparing the old equilibrium and the new equilibrium.
b. the estimating of buyer reluctance to pay the market price.
c. comparisons of varying prices.
d. the estimating of the friction that develops between buyer and seller.
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 35. A higher price for batteries would tend to
a. increase the demand for flashlights.
b. decrease the demand for electricity.
c. increase the demand for electricity.
d. increase the demand for batteries.
 36. Unlike minimum wage laws, wage subsidies
a. discourage firms from hiring the working poor.
b. cause unemployment.
c. help only wealthy workers.
d. raise living standards of the working poor without creating unemployment.
 37. What is true about the burden of a tax imposed on popcorn?
a. Buyers bear the entire burden of the tax.
b. Sellers bear the entire burden of the tax.
c. Buyers and sellers share the burden of the tax.
d. The government bears the entire burden of the tax.
 38. In a free market system, what coordinates the actions of millions of people with their varying abilities and desires?
a. producers
b. consumers
c. prices
d. the government
For the following question(s), use the accompanying table.
Labor Hours needed to make one unit of:  Amount produced in 120 hours:
             Perfume        Cloth            Perfume     Cloth
            (bottles)      (yards)           (bottles)   (yards)
Nancy           6             8                 20          15
Roger           5            10                 24          12
 39. Refer to the tables shown. Nancy and Roger both could benefit by Nancy specializing in __________ and Roger specializing in __________.
a. perfume, cloth
b. cloth, perfume
c. perfume, perfume
d. cloth, cloth
 40. You produce jewelry boxes. If the demand for jewelry boxes is elastic and you want to increase your total revenue, you should
a. decrease the price of your jewelry boxes.
b. increase the price of your jewelry boxes.
c. not change the price of your jewelry boxes.
d. None of the above answers are correct.
          (c) 2001 by Harcourt, Inc. All rights reserved.
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ANSWER KEY FOR TEST - T1SP03
  1. b. decrease the price charged to customers with the price elastic demand and increase the price charged to customers with the price inelastic demand.
                                    Chapter:5       QUESTION: 98
  2. b. supply to decrease.
                                    Chapter:4       QUESTION: 68
  3. b. a surplus of 35.
                                    Chapter:6       QUESTION: 16
  4. a. bread
                                    Chapter:3       QUESTION: 85
  5. a. bread, cheese
                                    Chapter:3       QUESTION: 80
  6. d. All of the above are correct.
                                    Chapter:3       QUESTION: 89
  7. b. 2 cheeses.
                                    Chapter:3       QUESTION: 77
  8. a. how much buyers respond to changes in the price of the good.
                                    Chapter:5       QUESTION:  3
  9. c. increase the demand for education.
                                    Chapter:4       QUESTION: 51
 10. a. meat, potatoes
                                    Chapter:3       QUESTION: 16
 11. c. an oligopoly.
                                    Chapter:4       QUESTION: 15
 12. a. All governments, federal, state, and local, rely on taxes to raise revenue for public purposes.
                                    Chapter:6       QUESTION: 55
 13. a. reduce the size of the popcorn market.
                                    Chapter:6       QUESTION: 78
 14. d. is participating in a monopolistically competitive market.
                                    Chapter:4       QUESTION: 18
 15. b. cause the supply curve of popcorn to shift up by $.10 per bag.
                                    Chapter:6       QUESTION: 77
 16. a. wrote An Inquiry into the Nature and Causes of the Wealth of Nations.
                                    Chapter:3       QUESTION: 66
 17. b. P2 minus P1.
                                    Chapter:6       QUESTION: 94
 18. a. 2/3 pound of fish.
                                    Chapter:3       QUESTION: 20
 19. c. 4 pounds of coconuts.
                                    Chapter:3       QUESTION: 17
 20. c. free international trade.
                                    Chapter:3       QUESTION: 71
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 21. a. how the quantity demanded changes as consumer income changes.
                                    Chapter:5       QUESTION: 53
 22. b. comparative advantage.
                                    Chapter:3       QUESTION: 47
 23. b. a common example of a price ceiling.
                                    Chapter:6       QUESTION: 24
 24. c. flatter
                                    Chapter:5       QUESTION: 31
 25. b. elasticity is equal to 1.
                                    Chapter:5       QUESTION: 23
 26. c. your actions essentially have no effect on the market price.
                                    Chapter:4       QUESTION: 12
 27. b. a shortage of computers.
                                    Chapter:6       QUESTION: 12
 28. d. airplanes, cars
                                    Chapter:3       QUESTION: 55
 29. c. cars, airplanes
                                    Chapter:3       QUESTION: 56
 30. c. at the midpoint of the demand curve.
                                    Chapter:5       QUESTION: 38
 31. a. the elastic section of the demand curve.
                                    Chapter:5       QUESTION: 24
 32. d. not restricting trade.
                                    Chapter:3       QUESTION: 73
 33. c. books, videos
                                    Chapter:3       QUESTION: 39
 34. a. comparing the old equilibrium and the new equilibrium.
                                    Chapter:4       QUESTION: 98
 35. c. increase the demand for electricity.
                                    Chapter:4       QUESTION: 25
 36. d. raise living standards of the working poor without creating unemployment.
                                    Chapter:6       QUESTION: 53
 37. c. Buyers and sellers share the burden of the tax.
                                    Chapter:6       QUESTION: 81
 38. c. prices
                                    Chapter:4       QUESTION:112
 39. b. cloth, perfume
                                    Chapter:3       QUESTION: 32
 40. a. decrease the price of your jewelry boxes.
                                    Chapter:5       QUESTION: 46
          (c) 2001 by Harcourt, Inc. All rights reserved.
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Economics 160, Spring 2003, First Exam 
Multiple Choice
Hours needed to make one unit of:      Amount produced in 2400 hours:
        Cars     Airplanes                      Cars     Airplanes
U.S.     40         160                          60         15
Japan    50         150                          48         16
  1. Refer to the tables shown. The U.S. has an absolute advantage in __________ and Japan has an absolute advantage in __________.
a. airplanes, cars
b. neither good, both goods
c. cars, airplanes
d. neither good, cars
  2. Refer to the tables shown. Japan has an absolute advantage in __________ and the U.S. has a comparative advantage in __________.
a. both goods, cars
b. both goods, neither good
c. cars, airplanes
d. airplanes, cars
These figures illustrate the production possibilities available to Tom and Nicole with 40 hours of labor.
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  3. Refer to the graphs given. Nicole has a comparative advantage in __________ and Tom has a comparative advantage in __________.
a. videos, books
b. both goods, neither good
c. books, videos
d. neither good, books
  4. What is true about the burden of a tax imposed on popcorn?
a. Buyers bear the entire burden of the tax.
b. Sellers bear the entire burden of the tax.
c. Buyers and sellers share the burden of the tax.
d. The government bears the entire burden of the tax.
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  5. Which is the most accurate statement about taxes and government?
a. All governments, federal, state, and local, rely on taxes to raise revenue for public purposes.
b. Federal and state governments use taxes to raise revenue, but local governments use borrowing.
c. Federal and local governments use taxes to raise revenue, but state governments use borrowing.
d. State and local governments use taxes to raise revenue, but the federal government uses borrowing.
  6. Economists use the concept of price elasticity of demand to measure
a. how much buyers respond to changes in the price of the good.
b. how much sellers respond to changes in the price of the good.
c. how much worse off consumers are when the price of the good rises.
d. how much demand responds to changes in buyers' incomes.
  7. Elasticity of demand is closely related to the slope of the demand curve. The more responsive buyers are to a change in price, the ______________ the demand curve.
a. steeper
b. further to the right
c. flatter
d. closer to the vertical axis
  8. A market with only a few sellers would be
a. a monopoly.
b. a competitive market.
c. an oligopoly.
d. a monopolistically competitive market.
Use the accompanying table to answer the following questions:
Labor hours needed to make one unit of    Amount produced in 40 hours
             Cheese       Bread                   Cheese     Bread
England         1           2                       40         20
Spain           2           8                       20          5
  9. Refer to the tables shown. The opportunity cost of 1 unit of bread in England is
a. 4 cheeses.
b. 2 cheeses.
c. 1 cheese.
d. 1/2 cheese.
 10. Refer to the tables shown. If England and Spain trade based on the principle of comparative advantage, England will export which product to Spain?
a. bread
b. cheese
c. both cheese and bread
d. England cannot benefit from trade with Spain.
 11. Refer to the tables shown. If England and Spain specialize and trade according to their comparative advantage,
a. England will specialize in and export bread.
b. some individuals in each country will be hurt.
c. more of each good can be consumed in both countries.
d. All of the above are correct.
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 12. Refer to the tables shown. England has a comparative advantage in __________ and Spain has a comparative advantage in __________.
a. bread, cheese
b. cheese, bread
c. both goods, neither good
d. neither good, both goods
For the following question(s), use the accompanying table.
Labor Hours needed to make one unit of:  Amount produced in 120 hours:
             Perfume        Cloth            Perfume     Cloth
            (bottles)      (yards)           (bottles)   (yards)
Nancy           6             8                 20          15
Roger           5            10                 24          12
 13. Refer to the tables shown. Nancy and Roger both could benefit by Nancy specializing in __________ and Roger specializing in __________.
a. perfume, cloth
b. cloth, perfume
c. perfume, perfume
d. cloth, cloth
 14. You produce jewelry boxes. If the demand for jewelry boxes is elastic and you want to increase your total revenue, you should
a. decrease the price of your jewelry boxes.
b. increase the price of your jewelry boxes.
c. not change the price of your jewelry boxes.
d. None of the above answers are correct.
 15. Trade is based on
a. absolute advantage.
b. comparative advantage.
c. production costs.
d. relative dollar prices.
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These figures illustrate the production possibilities frontiers for Robinson Crusoe and Friday with 12 hours of labor.
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 16. Refer to the graphs given. For Friday the opportunity cost of 1 pound of coconuts is
a. 2/3 pound of fish.
b. 3 pounds of fish.
c. 1 pound of fish.
d. 2 pounds of fish.
 17. Refer to the graphs given. For Robinson Crusoe the opportunity cost of 1 pound of fish is
a. 2 pounds of coconuts.
b. 1/2 pound of coconuts.
c. 4 pounds of coconuts.
d. 1/4 pound of coconuts.
 18. If a seller is supplying a product that is slightly different than that of many close competitors and is able to charge a different price than competitors, then the seller
a. is a monopolist.
b. is producing a homogeneous product.
c. will eventually have to decrease the price.
d. is participating in a monopolistically competitive market.
 19. Income elasticity of demand measures
a. how the quantity demanded changes as consumer income changes.
b. how consumer purchasing power is affected by a change in the price of a good.
c. how the price of a good is affected when there is a change in consumer income.
d. how many units of a good a consumer can buy given a certain income level.
 20. On a downward sloping, linear demand curve, total revenue would be at a maximum
a. at the upper end of the demand curve.
b. at the lower end of the demand curve.
c. at the midpoint of the demand curve.
d. It is impossible to tell without knowing the price and quantity demanded.
 21. A tax of $.10 per bag on the sellers of popcorn will
a. cause the supply curve of popcorn to shift down by $.10 per bag.
b. cause the supply curve of popcorn to shift up by $.10 per bag.
c. cause the supply curve of popcorn to shift down by $.05 per bag.
d. cause the demand curve of popcorn to shift up by $.10 per bag.
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 22. Suppose that there is an increase in input prices. We would expect
a. supply to increase.
b. supply to decrease.
c. supply could increase or decrease.
d. supply to remain unchanged.
 23. Demand is unit elastic if
a. elasticity is less than 1.
b. elasticity is equal to 1.
c. elasticity is greater than 1.
d. elasticity is equal to 0.
 24. In a free market system, what coordinates the actions of millions of people with their varying abilities and desires?
a. producers
b. consumers
c. prices
d. the government
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 25. According to the graph shown, if the government imposes a binding price floor of $6.00 in this market, the result would be
a. a surplus of 15.
b. a surplus of 35.
c. a shortage of 30.
d. a shortage of 50.
 26. As a seller, you would be considered part of a perfectly competitive market if
a. your actions are quickly followed by competitors.
b. your pricing has no impact on the amount you can sell.
c. your actions essentially have no effect on the market price.
d. increases in the price of your product have an impact on the market price.
 27. Rent control is
a. a common example of a social problem solved by government regulation.
b. a common example of a price ceiling.
c. the most effective way to provide affordable housing.
d. the most efficient way to allocate housing.
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 28. An increase in the number of scholarships issued for college education would
a. increase the supply of education.
b. decrease the supply of education.
c. increase the demand for education.
d. decrease the demand for education.
 29. Unlike minimum wage laws, wage subsidies
a. discourage firms from hiring the working poor.
b. cause unemployment.
c. help only wealthy workers.
d. raise living standards of the working poor without creating unemployment.
Labor Hours Needed to Make 1 Pound of:    Pounds produced in 20 hours:
               Meat      Potatoes              Meat    Potatoes
   Farmer       10          5                   2         4
   Rancher       4          1                   5        20
 30. Refer to the tables shown. The Farmer and Rancher both could benefit by the Farmer specializing in __________ and the Rancher specializing in ___________.
a. meat, potatoes
b. potatoes, meat
c. neither good, meat
d. They cannot benefit by specialization and trade.
 31. A tax on the sellers of popcorn will
a. reduce the size of the popcorn market.
b. increase the size of the popcorn market.
c. affect the price of popcorn, but not the size of the market.
d. not have a predictable effect on the size of the popcorn market.
 32. Economists generally support
a. trade restrictions.
b. government management of trade.
c. free international trade.
d. export subsidies.
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 33. In the graph shown, the section of the demand curve labeled A represents
a. the elastic section of the demand curve.
b. the inelastic section of the demand curve.
c. the unit elastic section of the demand curve.
d. the perfectly elastic section of the demand curve.
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 34. Suppose a producer is able to separate customers into two groups, one having a price inelastic demand and the other having a price elastic demand. If the producer's objective is to increase total revenue, she should
a. increase the price charged to customers with the price elastic demand and decrease the price charged to customers with the price inelastic demand.
b. decrease the price charged to customers with the price elastic demand and increase the price charged to customers with the price inelastic demand.
c. charge the same price to both groups of customers.
d. increase the price for both groups of customers.
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 35. In the graph shown, the per unit burden of the tax on buyers is
a. P2 minus P0.
b. P2 minus P1.
c. P1 minus P0.
d. Q1 minus Q0.
 36. The U.S. could benefit by
a. restricting imports, promoting exports.
b. promoting imports, restricting exports.
c. restricting both imports and exports.
d. not restricting trade.
 37. Comparative statics involves
a. comparing the old equilibrium and the new equilibrium.
b. the estimating of buyer reluctance to pay the market price.
c. comparisons of varying prices.
d. the estimating of the friction that develops between buyer and seller.
 38. A binding price ceiling in the computer market will cause
a. a surplus of computers.
b. a shortage of computers.
c. quantity demanded of computers to be equal to quantity supplied.
d. an increase in the demand for computers.
 39. Adam Smith
a. wrote An Inquiry into the Nature and Causes of the Wealth of Nations.
b. opposed free trade.
c. wrote the General Theory of Economics.
d. All of the above are correct.
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 40. A higher price for batteries would tend to
a. increase the demand for flashlights.
b. decrease the demand for electricity.
c. increase the demand for electricity.
d. increase the demand for batteries.
          (c) 2001 by Harcourt, Inc. All rights reserved.
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ANSWER KEY FOR TEST - T1SP03
  1. c. cars, airplanes
                                    Chapter:3       QUESTION: 56
  2. d. airplanes, cars
                                    Chapter:3       QUESTION: 55
  3. c. books, videos
                                    Chapter:3       QUESTION: 39
  4. c. Buyers and sellers share the burden of the tax.
                                    Chapter:6       QUESTION: 81
  5. a. All governments, federal, state, and local, rely on taxes to raise revenue for public purposes.
                                    Chapter:6       QUESTION: 55
  6. a. how much buyers respond to changes in the price of the good.
                                    Chapter:5       QUESTION:  3
  7. c. flatter
                                    Chapter:5       QUESTION: 31
  8. c. an oligopoly.
                                    Chapter:4       QUESTION: 15
  9. b. 2 cheeses.
                                    Chapter:3       QUESTION: 77
 10. a. bread
                                    Chapter:3       QUESTION: 85
 11. d. All of the above are correct.
                                    Chapter:3       QUESTION: 89
 12. a. bread, cheese
                                    Chapter:3       QUESTION: 80
 13. b. cloth, perfume
                                    Chapter:3       QUESTION: 32
 14. a. decrease the price of your jewelry boxes.
                                    Chapter:5       QUESTION: 46
 15. b. comparative advantage.
                                    Chapter:3       QUESTION: 47
 16. a. 2/3 pound of fish.
                                    Chapter:3       QUESTION: 20
 17. c. 4 pounds of coconuts.
                                    Chapter:3       QUESTION: 17
 18. d. is participating in a monopolistically competitive market.
                                    Chapter:4       QUESTION: 18
 19. a. how the quantity demanded changes as consumer income changes.
                                    Chapter:5       QUESTION: 53
 20. c. at the midpoint of the demand curve.
                                    Chapter:5       QUESTION: 38
VERSION 4                          March 5th, 2003                                PAGE 2  
 21. b. cause the supply curve of popcorn to shift up by $.10 per bag.
                                    Chapter:6       QUESTION: 77
 22. b. supply to decrease.
                                    Chapter:4       QUESTION: 68
 23. b. elasticity is equal to 1.
                                    Chapter:5       QUESTION: 23
 24. c. prices
                                    Chapter:4       QUESTION:112
 25. b. a surplus of 35.
                                    Chapter:6       QUESTION: 16
 26. c. your actions essentially have no effect on the market price.
                                    Chapter:4       QUESTION: 12
 27. b. a common example of a price ceiling.
                                    Chapter:6       QUESTION: 24
 28. c. increase the demand for education.
                                    Chapter:4       QUESTION: 51
 29. d. raise living standards of the working poor without creating unemployment.
                                    Chapter:6       QUESTION: 53
 30. a. meat, potatoes
                                    Chapter:3       QUESTION: 16
 31. a. reduce the size of the popcorn market.
                                    Chapter:6       QUESTION: 78
 32. c. free international trade.
                                    Chapter:3       QUESTION: 71
 33. a. the elastic section of the demand curve.
                                    Chapter:5       QUESTION: 24
 34. b. decrease the price charged to customers with the price elastic demand and increase the price charged to customers with the price inelastic demand.
                                    Chapter:5       QUESTION: 98
 35. b. P2 minus P1.
                                    Chapter:6       QUESTION: 94
 36. d. not restricting trade.
                                    Chapter:3       QUESTION: 73
 37. a. comparing the old equilibrium and the new equilibrium.
                                    Chapter:4       QUESTION: 98
 38. b. a shortage of computers.
                                    Chapter:6       QUESTION: 12
 39. a. wrote An Inquiry into the Nature and Causes of the Wealth of Nations.
                                    Chapter:3       QUESTION: 66
 40. c. increase the demand for electricity.
                                    Chapter:4       QUESTION: 25
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Economics 160, Spring 2003, First Exam 
Multiple Choice
  1. Trade is based on
a. absolute advantage.
b. comparative advantage.
c. production costs.
d. relative dollar prices.
  2. On a downward sloping, linear demand curve, total revenue would be at a maximum
a. at the upper end of the demand curve.
b. at the lower end of the demand curve.
c. at the midpoint of the demand curve.
d. It is impossible to tell without knowing the price and quantity demanded.
Labor Hours Needed to Make 1 Pound of:    Pounds produced in 20 hours:
               Meat      Potatoes              Meat    Potatoes
   Farmer       10          5                   2         4
   Rancher       4          1                   5        20
  3. Refer to the tables shown. The Farmer and Rancher both could benefit by the Farmer specializing in __________ and the Rancher specializing in ___________.
a. meat, potatoes
b. potatoes, meat
c. neither good, meat
d. They cannot benefit by specialization and trade.
  4. The U.S. could benefit by
a. restricting imports, promoting exports.
b. promoting imports, restricting exports.
c. restricting both imports and exports.
d. not restricting trade.
  5. A tax on the sellers of popcorn will
a. reduce the size of the popcorn market.
b. increase the size of the popcorn market.
c. affect the price of popcorn, but not the size of the market.
d. not have a predictable effect on the size of the popcorn market.
  6. Suppose a producer is able to separate customers into two groups, one having a price inelastic demand and the other having a price elastic demand. If the producer's objective is to increase total revenue, she should
a. increase the price charged to customers with the price elastic demand and decrease the price charged to customers with the price inelastic demand.
b. decrease the price charged to customers with the price elastic demand and increase the price charged to customers with the price inelastic demand.
c. charge the same price to both groups of customers.
d. increase the price for both groups of customers.
  7. You produce jewelry boxes. If the demand for jewelry boxes is elastic and you want to increase your total revenue, you should
a. decrease the price of your jewelry boxes.
b. increase the price of your jewelry boxes.
c. not change the price of your jewelry boxes.
d. None of the above answers are correct.
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  8. What is true about the burden of a tax imposed on popcorn?
a. Buyers bear the entire burden of the tax.
b. Sellers bear the entire burden of the tax.
c. Buyers and sellers share the burden of the tax.
d. The government bears the entire burden of the tax.
  9. Adam Smith
a. wrote An Inquiry into the Nature and Causes of the Wealth of Nations.
b. opposed free trade.
c. wrote the General Theory of Economics.
d. All of the above are correct.
Use the accompanying table to answer the following questions:
Labor hours needed to make one unit of    Amount produced in 40 hours
             Cheese       Bread                   Cheese     Bread
England         1           2                       40         20
Spain           2           8                       20          5
 10. Refer to the tables shown. The opportunity cost of 1 unit of bread in England is
a. 4 cheeses.
b. 2 cheeses.
c. 1 cheese.
d. 1/2 cheese.
 11. Refer to the tables shown. England has a comparative advantage in __________ and Spain has a comparative advantage in __________.
a. bread, cheese
b. cheese, bread
c. both goods, neither good
d. neither good, both goods
 12. Refer to the tables shown. If England and Spain trade based on the principle of comparative advantage, England will export which product to Spain?
a. bread
b. cheese
c. both cheese and bread
d. England cannot benefit from trade with Spain.
 13. Refer to the tables shown. If England and Spain specialize and trade according to their comparative advantage,
a. England will specialize in and export bread.
b. some individuals in each country will be hurt.
c. more of each good can be consumed in both countries.
d. All of the above are correct.
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 14. According to the graph shown, if the government imposes a binding price floor of $6.00 in this market, the result would be
a. a surplus of 15.
b. a surplus of 35.
c. a shortage of 30.
d. a shortage of 50.
 15. Demand is unit elastic if
a. elasticity is less than 1.
b. elasticity is equal to 1.
c. elasticity is greater than 1.
d. elasticity is equal to 0.
 16. In a free market system, what coordinates the actions of millions of people with their varying abilities and desires?
a. producers
b. consumers
c. prices
d. the government
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These figures illustrate the production possibilities available to Tom and Nicole with 40 hours of labor.
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 17. Refer to the graphs given. Nicole has a comparative advantage in __________ and Tom has a comparative advantage in __________.
a. videos, books
b. both goods, neither good
c. books, videos
d. neither good, books
 18. A higher price for batteries would tend to
a. increase the demand for flashlights.
b. decrease the demand for electricity.
c. increase the demand for electricity.
d. increase the demand for batteries.
 19. A binding price ceiling in the computer market will cause
a. a surplus of computers.
b. a shortage of computers.
c. quantity demanded of computers to be equal to quantity supplied.
d. an increase in the demand for computers.
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These figures illustrate the production possibilities frontiers for Robinson Crusoe and Friday with 12 hours of labor.
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 20. Refer to the graphs given. For Friday the opportunity cost of 1 pound of coconuts is
a. 2/3 pound of fish.
b. 3 pounds of fish.
c. 1 pound of fish.
d. 2 pounds of fish.
 21. Refer to the graphs given. For Robinson Crusoe the opportunity cost of 1 pound of fish is
a. 2 pounds of coconuts.
b. 1/2 pound of coconuts.
c. 4 pounds of coconuts.
d. 1/4 pound of coconuts.
Hours needed to make one unit of:      Amount produced in 2400 hours:
        Cars     Airplanes                      Cars     Airplanes
U.S.     40         160                          60         15
Japan    50         150                          48         16
 22. Refer to the tables shown. The U.S. has an absolute advantage in __________ and Japan has an absolute advantage in __________.
a. airplanes, cars
b. neither good, both goods
c. cars, airplanes
d. neither good, cars
 23. Refer to the tables shown. Japan has an absolute advantage in __________ and the U.S. has a comparative advantage in __________.
a. both goods, cars
b. both goods, neither good
c. cars, airplanes
d. airplanes, cars
 24. As a seller, you would be considered part of a perfectly competitive market if
a. your actions are quickly followed by competitors.
b. your pricing has no impact on the amount you can sell.
c. your actions essentially have no effect on the market price.
d. increases in the price of your product have an impact on the market price.
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 25. If a seller is supplying a product that is slightly different than that of many close competitors and is able to charge a different price than competitors, then the seller
a. is a monopolist.
b. is producing a homogeneous product.
c. will eventually have to decrease the price.
d. is participating in a monopolistically competitive market.
For the following question(s), use the accompanying table.
Labor Hours needed to make one unit of:  Amount produced in 120 hours:
             Perfume        Cloth            Perfume     Cloth
            (bottles)      (yards)           (bottles)   (yards)
Nancy           6             8                 20          15
Roger           5            10                 24          12
 26. Refer to the tables shown. Nancy and Roger both could benefit by Nancy specializing in __________ and Roger specializing in __________.
a. perfume, cloth
b. cloth, perfume
c. perfume, perfume
d. cloth, cloth
 27. A tax of $.10 per bag on the sellers of popcorn will
a. cause the supply curve of popcorn to shift down by $.10 per bag.
b. cause the supply curve of popcorn to shift up by $.10 per bag.
c. cause the supply curve of popcorn to shift down by $.05 per bag.
d. cause the demand curve of popcorn to shift up by $.10 per bag.
 28. Elasticity of demand is closely related to the slope of the demand curve. The more responsive buyers are to a change in price, the ______________ the demand curve.
a. steeper
b. further to the right
c. flatter
d. closer to the vertical axis
 29. Which is the most accurate statement about taxes and government?
a. All governments, federal, state, and local, rely on taxes to raise revenue for public purposes.
b. Federal and state governments use taxes to raise revenue, but local governments use borrowing.
c. Federal and local governments use taxes to raise revenue, but state governments use borrowing.
d. State and local governments use taxes to raise revenue, but the federal government uses borrowing.
 30. Economists generally support
a. trade restrictions.
b. government management of trade.
c. free international trade.
d. export subsidies.
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 31. Comparative statics involves
a. comparing the old equilibrium and the new equilibrium.
b. the estimating of buyer reluctance to pay the market price.
c. comparisons of varying prices.
d. the estimating of the friction that develops between buyer and seller.
 32. Rent control is
a. a common example of a social problem solved by government regulation.
b. a common example of a price ceiling.
c. the most effective way to provide affordable housing.
d. the most efficient way to allocate housing.
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 33. In the graph shown, the per unit burden of the tax on buyers is
a. P2 minus P0.
b. P2 minus P1.
c. P1 minus P0.
d. Q1 minus Q0.
 34. Unlike minimum wage laws, wage subsidies
a. discourage firms from hiring the working poor.
b. cause unemployment.
c. help only wealthy workers.
d. raise living standards of the working poor without creating unemployment.
 35. Economists use the concept of price elasticity of demand to measure
a. how much buyers respond to changes in the price of the good.
b. how much sellers respond to changes in the price of the good.
c. how much worse off consumers are when the price of the good rises.
d. how much demand responds to changes in buyers' incomes.
 36. Suppose that there is an increase in input prices. We would expect
a. supply to increase.
b. supply to decrease.
c. supply could increase or decrease.
d. supply to remain unchanged.
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 37. An increase in the number of scholarships issued for college education would
a. increase the supply of education.
b. decrease the supply of education.
c. increase the demand for education.
d. decrease the demand for education.
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 38. In the graph shown, the section of the demand curve labeled A represents
a. the elastic section of the demand curve.
b. the inelastic section of the demand curve.
c. the unit elastic section of the demand curve.
d. the perfectly elastic section of the demand curve.
 39. A market with only a few sellers would be
a. a monopoly.
b. a competitive market.
c. an oligopoly.
d. a monopolistically competitive market.
 40. Income elasticity of demand measures
a. how the quantity demanded changes as consumer income changes.
b. how consumer purchasing power is affected by a change in the price of a good.
c. how the price of a good is affected when there is a change in consumer income.
d. how many units of a good a consumer can buy given a certain income level.
          (c) 2001 by Harcourt, Inc. All rights reserved.
VERSION 5                          March 5th, 2003                                PAGE 1  
ANSWER KEY FOR TEST - T1SP03
  1. b. comparative advantage.
                                    Chapter:3       QUESTION: 47
  2. c. at the midpoint of the demand curve.
                                    Chapter:5       QUESTION: 38
  3. a. meat, potatoes
                                    Chapter:3       QUESTION: 16
  4. d. not restricting trade.
                                    Chapter:3       QUESTION: 73
  5. a. reduce the size of the popcorn market.
                                    Chapter:6       QUESTION: 78
  6. b. decrease the price charged to customers with the price elastic demand and increase the price charged to customers with the price inelastic demand.
                                    Chapter:5       QUESTION: 98
  7. a. decrease the price of your jewelry boxes.
                                    Chapter:5       QUESTION: 46
  8. c. Buyers and sellers share the burden of the tax.
                                    Chapter:6       QUESTION: 81
  9. a. wrote An Inquiry into the Nature and Causes of the Wealth of Nations.
                                    Chapter:3       QUESTION: 66
 10. b. 2 cheeses.
                                    Chapter:3       QUESTION: 77
 11. a. bread, cheese
                                    Chapter:3       QUESTION: 80
 12. a. bread
                                    Chapter:3       QUESTION: 85
 13. d. All of the above are correct.
                                    Chapter:3       QUESTION: 89
 14. b. a surplus of 35.
                                    Chapter:6       QUESTION: 16
 15. b. elasticity is equal to 1.
                                    Chapter:5       QUESTION: 23
 16. c. prices
                                    Chapter:4       QUESTION:112
 17. c. books, videos
                                    Chapter:3       QUESTION: 39
 18. c. increase the demand for electricity.
                                    Chapter:4       QUESTION: 25
 19. b. a shortage of computers.
                                    Chapter:6       QUESTION: 12
 20. a. 2/3 pound of fish.
                                    Chapter:3       QUESTION: 20
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 21. c. 4 pounds of coconuts.
                                    Chapter:3       QUESTION: 17
 22. c. cars, airplanes
                                    Chapter:3       QUESTION: 56
 23. d. airplanes, cars
                                    Chapter:3       QUESTION: 55
 24. c. your actions essentially have no effect on the market price.
                                    Chapter:4       QUESTION: 12
 25. d. is participating in a monopolistically competitive market.
                                    Chapter:4       QUESTION: 18
 26. b. cloth, perfume
                                    Chapter:3       QUESTION: 32
 27. b. cause the supply curve of popcorn to shift up by $.10 per bag.
                                    Chapter:6       QUESTION: 77
 28. c. flatter
                                    Chapter:5       QUESTION: 31
 29. a. All governments, federal, state, and local, rely on taxes to raise revenue for public purposes.
                                    Chapter:6       QUESTION: 55
 30. c. free international trade.
                                    Chapter:3       QUESTION: 71
 31. a. comparing the old equilibrium and the new equilibrium.
                                    Chapter:4       QUESTION: 98
 32. b. a common example of a price ceiling.
                                    Chapter:6       QUESTION: 24
 33. b. P2 minus P1.
                                    Chapter:6       QUESTION: 94
 34. d. raise living standards of the working poor without creating unemployment.
                                    Chapter:6       QUESTION: 53
 35. a. how much buyers respond to changes in the price of the good.
                                    Chapter:5       QUESTION:  3
 36. b. supply to decrease.
                                    Chapter:4       QUESTION: 68
 37. c. increase the demand for education.
                                    Chapter:4       QUESTION: 51
 38. a. the elastic section of the demand curve.
                                    Chapter:5       QUESTION: 24
 39. c. an oligopoly.
                                    Chapter:4       QUESTION: 15
 40. a. how the quantity demanded changes as consumer income changes.
                                    Chapter:5       QUESTION: 53
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