QUIZ 1

ARSC 1432 Microeconomics Co-Seminar 

 SPRING 2009

Name: ____________________________________________

Instructions:


1. There is only one correct answer. So, choose the best one.


2. Write your answer on the line next to the question number. 


3. Each multiple choice is worth 2.631 points, so the quiz is out of 100 points.


4. The extra credit question is worth 5 points.

Figure 1:
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_____1. According to figure 1, an efficient combination of bathtubs and barrels would be

 a.
 30 barrels and 6 bathtubs.


b.
20 barrels and 8 bathtubs.


c.
25 barrels and 12 bathtubs.


d.
15 barrels and 12 bathtubs.

_____2.
According to figure 1, what is the opportunity cost of moving from point A to point B?


a.
8 bathtubs


b.
20 barrels


c.
the difference between the 8 bathtubs you get and the 20 barrels you give up


d.
the difference between the 20 barrels you get and the 8 bathtubs you give up

_____3.
According to figure 1, if this economy puts all of its resources into the production of bathtubs it could produce


a.
20 barrels and 12 bathtubs.


b.
35 barrels and no bathtubs.


c.
no barrels and 16 bathtubs.


d.
This economy would not choose to put all of its resources into the production of one good.

_____4.
According to figure 1, which of the following combinations is impossible for this economy to produce?


a.
30 barrels and 6 bathtubs


b.
25 barrels and 12 bathtubs


c.
20 barrels and 8 bathtubs


d.
10 barrels and 14 bathtubs

_____5.
According to figure 1, if this economy moved from point C to point E,


a.
it still would not be producing efficiently.


b.
there would be no gain in either bathtubs or barrels.


c.
it would be producing more barrels and more bathtubs than at point C.


d.
It is not possible for this economy to move from point C to point E without additional resources.

Figure 2:
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_____6.
According to figure 2, for Jerry the opportunity cost of 1 pound of ice cream is


a.
1 pound of cones.


b.
3/2 pounds of cones.


c.
1/3 pounds of cones.


d.
2 pounds of cones.

_____7.
According to figure 2, for Ben the opportunity cost of 1 pound of cones is


a.
2 pounds of ice cream.


b.
1/2 pound of ice cream.


c.
4 pounds of ice cream.


d.
1/4 pound of ice cream.

_____8.
According to figure 2, Ben has a comparative advantage in


a.
cones and Jerry has a comparative advantage in ice cream.


b.
ice cream and Jerry has a comparative advantage in cones.


c.
neither good and Jerry has a comparative advantage in both goods.


d.
both goods and Jerry has a comparative advantage in neither good.

_____9.
Ben and Jerry were currently both producing at point A on their production possibilities frontier and then Ben decided he would be willing to trade 4 pounds of cones to get 2 pounds of ice cream from Jerry. If both decided to specialize in what they had a comparative advantage in and trade, the gains from trade would be


a.
1 pound of cones for Ben and 1 pound of ice cream for Jerry.


b.
1 pound of ice cream for Ben and 1 pound of cones for Jerry.


c.
2 pounds of ice cream for Ben and 2 pounds of cones for Jerry.


d.
2 pounds of ice cream for Ben and 1 pound of cones for Jerry.

Table 1:

	Labor Hours Needed to Make One Unit of:
	Amount Produced in 24 Hours:


	
	Baskets
	Birdhouses
	Baskets
	Birdhouses

	Montana
	6
	2
	4
	12

	Missouri
	3
	4
	8
	6


_____10.
Given the information in table 1, the opportunity cost of 1 basket for Missouri is


a.
1/4 birdhouse.


b.
3/4 birdhouse.


c.
1 birdhouse.


d.
4/3 birdhouses.

_____11.
Given the information in table 1, the opportunity cost of 1 birdhouse for Montana is


a.
1/3 basket.


b.
1 basket.


c.
4/3 baskets.


d.
3 baskets.

_____12.
Given the information in table 1, Montana has a comparative advantage in


a.
baskets and Missouri has a comparative advantage in birdhouses.


b.
birdhouses and Missouri has a comparative advantage in baskets.


c.
neither good and Missouri has a comparative advantage in both goods.


d.
both goods and Missouri has a comparative advantage in neither good.

_____13.
Given the information in table 1, if Montana and Missouri trade based on the principle of comparative advantage, Montana will export


a.
baskets and Missouri will export birdhouses.


b.
birdhouses and Missouri will export baskets.


c.
neither good and Missouri will export both goods.


d.
both goods and Missouri will export neither good.

Figure 3:
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_____14.
According to figure 3, in this market, equilibrium price and quantity would be


a.
P: $15, Q: 400.


b.
P: $20, Q: 600.


c.
P: $25, Q: 500.


d.
P: $25, Q: 800.

_____15.
According figure 3, if price is $25, quantity demanded would be


a.
400.


b.
500.


c.
600.


d.
800.

_____16.
According figure 3, if price is $15, quantity supplied would be


a.
200.


b.
400.


c.
500.


d.
700.

_____17.
According to figure 3, if the price is $25, there would be a


a.
surplus of 300 and price would fall.


b.
surplus of 200 and price would fall.


c.
shortage of 200 and price would rise.


d.
shortage of 300 and price would rise.

_____18.
According to figure 3, if the price is $10, there would be a


a.
shortage of 200 and price would rise.


b.
surplus of 200 and price would fall.


c.
shortage of 600 and price would rise.


d.
surplus of 600 and price would fall.

_____19.
According to figure 3, at a price of $15


a.
quantity demanded > quantity supplied.


b.
quantity demanded = quantity supplied.


c.
quantity demanded < quantity supplied.


d.
None of the above are correct.

_____20.
According to figure 3, at a price of $20, which would NOT be true?


a.
The market would be in equilibrium.


b.
Equilibrium price would be equal to equilibrium quantity.


c.
There would be no pressure for price to change.


d.
600 units would be bought and sold.

Figure 4:
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_____21.
Which of the four graphs in figure 4 represents the market for peanut butter after a major hurricane hits the peanut-growing south?


a.
A


b.
B


c.
C


d.
D

_____22.
Which of the four graphs in figure 4 represents the market for winter boots in June?


a.
A


b.
B


c.
C


d.
D

_____23.
Which of the four graphs in figure 4 represents the market for pizza delivery in a college town in September?


a.
A


b.
B


c.
C


d.
D

_____24.
Which of the four graphs in figure 4 represents the market for cars after new technology was installed on assembly lines?


a.
A


b.
B


c.
C


d.
D

_____25.
Graph A in figure 4 shows which of the following?


a.
an increase in demand


b.
an increase in quantity demanded


c.
an increase in quantity supplied


d.
All of the above are correct.


e.
Both a and c are correct.

_____26.
Graph C in figure 4 shows which of the following?


a.
an increase in demand


b.
an increase in quantity demanded


c.
an increase in supply


d.
All of the above are correct.


e.
Both b and c are correct.

_____27.
Which of the four graphs shown in figure 4 illustrates an increase in quantity supplied?


a.
A.


b.
B.


c.
C.


d.
D.

_____28.
Which of the four graphs shown in figure 4 illustrates a decrease in quantity demanded?


a.
A.


b.
B.


c.
C.


d.
D.

_____29.
Which of the following is NOT one of the steps in analyzing how some event affects a market?


a.
Determine the number of market participants.


b.
Decide whether the curve shifts to the right or to the left.


c.
Determine whether the event shifts the supply, the demand, or both curves.


d.
Use a supply-demand diagram to examine how the shift(s) affect the equilibrium.

_____30.
Which chain of events occurs in the correct order?


a.
Quantity supplied increases, price increases, demand increases.


b.
Price increases, demand increases, quantity supplied increases.


c.
Demand increases, price increases, quantity supplied increases.


d.
Any of the above could be correct.

Table 2:

	
	An Increase in Supply
	A Decrease in Supply

	An Increase in Demand
	A
	B

	A Decrease in Demand
	C
	D


_____31.
According to table 2, the cell that would represent an increase in equilibrium quantity and an indeterminate change in equilibrium price would be


a.
A.


b.
B.


c.
C.


d.
D.

_____32.
According to table 2, the cell that would represent a decrease in equilibrium quantity and an indeterminate change in equilibrium price would be


a.
A.


b.
B.


c.
C.


d.
D.

_____33.
Suppose the price of Twinkies is reduced from $1.45 to $1.25 and, as a result, the quantity of Twinkies demanded increases from 2,000 to 2,200. Using the midpoint method, the price elasticity of demand for Twinkies in the given price range is


a.
2.00.


b.
1.55.


c.
1.00.


d.
.64.

_____34.
Demand for a good would tend to be more inelastic the


a.
fewer the available substitutes.


b.
longer the time period considered.


c.
more the good is considered a luxury good.


d.
more narrowly defined the market is.

_____35.
When demand is inelastic, a decrease in price will cause


a.
an increase in total revenue.


b.
a decrease in total revenue.


c.
no change in total revenue.


d.
There is insufficient information to answer this question.

_____36.
When the rental price of DVD movies is $4, Denise rents five per month. When the price is $3, she rents nine per month. Denise’s demand for DVD rentals is


a.
elastic and the curve would be relatively flat.


b.
elastic and the curve would be relatively steep.


c.
inelastic and the curve would be relatively flat.


d.
inelastic and the curve would be relatively steep.

_____37.
Assume that a 4 percent increase in income results in a 2 percent increase in the quantity demanded of a good. The income elasticity of demand for the good is


a.
negative and therefore the good is an inferior good.


b.
negative and therefore the good is a normal good.


c.
positive and therefore the good is a normal good.


d.
positive and therefore the good is an inferior good.
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Figure 5:

_____38.
According to the graph, as price falls from PA to PB, which demand curve is most elastic?


a.
D1

b.
D2

c.
D3

d.
All of the above are equally elastic.

EXTRA CREDIT (5 points)

Problems (SHOW WORK TO EARN FULL CREDIT!!!!!!!!!)

1. The market supply and demand for ski boots are given by the following equations.
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a. What is the equilibrium quantity? (1.5 points)

b. What is the equilibrium price? (1.5 points)

c. Graph the supply and demand curves below and show equilibrium. (2 points)
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