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1. If the demand for good Y is inelastic, then

(A) total revenue increases as quantity demanded increases
(B) total revenue increases as price decreases.

increase your total utility,

(C) total revenue remains constant as quantity demanded increases.
2. If, by purchasing a little more wine and a little less beer, you could

(D) total revenue decreases as quantity demanded increases.

(A) the MU of wine must be greater than that of beer.
(B) the MU of beer must be greater than that of wine.
(C) the MU/P of wine must be greater than that of beer.
(D) wine must be cheaper than beer.
3. For inferior goods, a rise in price causes

(A) negative income and substitution effects.

(B) positive income and substitution effects.

(C) a negative income effect and a positive substitution effect

(A) 1s the market demand curve.

(D) a positive income effect and a negative substitution effect.
4. The demand curve faced by a firm in perfect competition
(B) slopes downward.

(C) 1s perfectly elastic.
(D) s vertical.

5. Ifa firm is a natural monopolist, its

(A) average costs decline over the full range of market demand
(B) average costs rise over the full range of market demand.

(C) fixed costs decline over the tall range of market demand.
6. Iftotal cost at Q =0 is $100 and total cost at Q =1 Q is $500, then
average variable cost at Q = 10 is

(A) $500.

(B) $400.

(C) $50.

(D) fixed costs rise over the full range of market demand.
(D) $40.
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7. Dumping is the practice of
(A) selling a lower quality product abroad.
(B) selling a commodity abroad at a price lower than the domestic
price.
(C) selling a commodity abroad at a price higher than the domestic
price.
(D) flooding a foreign market with large quantities of a good.

8. According to Coase theorem,

(A) government regulation will almost always be necessary to
eliminate negative externalities.

(B) externality problems can be solved efficiently by the assignment
of property rights if transaction costs are low.

(C) when bargaining costs are high, it is necessary to assign property
rights.

(D) there really is no externality problem with renewable resources.

9. Excess capacity occurs

(A) in the short run in perfect competition.

(B) in the short run in monopolistic competition.

(C) in long-run equilibrium in perfect competition.

(D) in long-run equilibrium in monopolistic competition.

10. Suppose the exchange rate is such that 1U.S. dollar equals 5.5 French
francs in New York and 5.1 French francs in Paris. An arbitrageur
would

(A)sell U.S. dollars in New York and buy French francs in Paris.
(B) sell U.S. dollars in Paris and buy French francs in New York.
(C) sell U.S. dollars in New York while buying them in Paris.
(D) sell U.S. dollars in Paris while buying them in New York.
11.If the CPI is 160 on year and 175 the next, the annual rate of inflation
as measured by the CPI is approximately
(A) 4.5 percent.
(B) 8.6 percent.
(C) 9.4 percent.
(D) 15percent.
12. Full employment
(A) exists when everyone in the economy has a job.
(B) exists when everyone who wants a job has one.
(C) exists when the unemployment rate is zero.
(D) will always include some unemployment.



13. Which of the following would shift the consumption function down?
(A) A decrease in stock prices.
(B) A lower interest rate.
(C) A lower price level.
(D) Lower disposable income.
14. The larger the marginal propensity to save, other things constant,
(A) the larger the marginal propensity to consume.
(B) the smaller the multiplier.
(C) the larger the multiplier.
(D) the steeper the consumption function.
15. Which of the following would shift the LRAS curve to the left?
(A) An increase in the average workweek.
(B) An improvement in technology.
(C) A civil war.
(D) A decrease in aggregate demand.
16. Supply-side economics emphasized government policies to
(A) stimulate aggregate demand.
(B) increase minimum wage to improve labor productivity.
(C) stimulate real GDP by improving incentives to work.
(D) lower interest rates.
17. Which of the following might cause a rightward shift in the aggregate
demand curve?
(A) An increase in planned investment.
(B) A drop in the price level.
(C) Arise in the price level.
(D) A decrease in autonomous consumption.
18. Suppose the official unemployment rate is 10 percent. We can conclude
without question that
(A) every person in the labor force was out of work for 10 percent of
the year.
(B) one of every ten people in the labor force is currently
unemployed.
(C) The same 10 percent of the people in the economy were out of
work for the entire year.
(D) None of the above.
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