Econ 1000B - Fall 2012: Practice Multiple Choice Questions for Final Exam  
MULTIPLE CHOICE.  The correct answers are typed in bold text. 

1) 


Choose the statement or statements that are correct.

I.
The value of one more unit of a good or service is its marginal benefit.

II.
Marginal benefit equals the total amount we spend on a good or service.

III.
Marginal benefit is the maximum amount willingly paid for another unit of a good or service.  


A) 


III only.  

B) 


II only.  

C) 


I and III.  

D) 


I only.  

E) 


I, II, and III.  

2) 


The demand curve for a good is the same as the  

A) 


marginal cost curve of that good.  

B) 


production possibilities frontier (PPF).  

C) 


consumer surplus curve of that good.  

D) 


marginal benefit curve for that good.  

E) 


none of the above.  

Use the figure below to answer the following question.
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Figure 5.2.1

3) 


Consider Figure 5.2.1. If the price is $4, what is the consumer surplus from the third unit of the good? 


A) 


$2 


B) 


$3 


C) 


$1 


D) 


$0 


E) 


$4 

4) 


The marginal cost for Morgan's Marvellous Movies is given in the following table:

Table 5.3.2
[image: image2.jpg]Quantity Marginal Cost
(number of movies)  (dollars)

1 4.00
2 4.50
3 5.00
4 5.50
5 6.00




If the firm sells the fifth movie at a price of $7, what is the producer surplus on that movie? 


A) 


$3 


B) 


$7 


C) 


$1 


D) 


$6 


E) 


$28 

5) 


If resources are allocated efficiently, 


A) 


consumer surplus exceeds producer surplus. 

B) 


marginal social benefit is maximized. 

C) 


the sum of consumer surplus and producer surplus is maximized. 

D) 


producer surplus exceeds consumer surplus. 

E) 


marginal social cost is minimized. 

6) 


Deadweight loss is 


A) 


gained by producers. 

B) 


not a problem with overproduction. 

C) 


the social loss from inefficiency. 

D) 


borne entirely by consumers. 

E) 


all of the above. 

7) 


When the cost of making income transfers is recognized, we recognize the big tradeoff between 


A) 


producer surplus and consumer surplus. 

B) 


efficiency and fairness. 

C) 


deadweight loss and utilitarianism. 

D) 


marginal benefit and marginal cost. 

E) 


value and marginal benefit. 

8) 


The magnitude of the slope of the budget line is the  


A) 


absolute price of the good measured on the horizontal axis.  

B) 


real price of the good measured on the vertical axis.  

C) 


price of the good measured on the vertical axis.  

D) 


relative price of the good measured on the vertical axis.  

E) 


relative price of the good measured on the horizontal axis.  

9) 


An indifference curve is 


A) 


a line with a positive slope.  

B) 


the boundary between what can be produced and what cannot be produced.  

C) 


the boundary between normal goods and inferior goods.  

D) 


a line that shows combinations of goods among which a consumer is indifferent.  

E) 


the boundary between what a consumer can afford and what he cannot afford.  

10) 


If the price of the good measured on the horizontal axis increases, the budget line 


A) 


becomes flatter.  

B) 


becomes steeper.  

C) 


shifts leftward and parallel to the original budget line.  

D) 


shifts rightward and parallel to the original budget line.  

E) 


stays at the same place 

11) 


At the consumer equilibrium, what is the relationship between the indifference curve and the budget line?  


A) 


The slope of the budget line exceeds the slope of the indifference curve.  

B) 


The slope of the indifference curve exceeds the slope of the budget line.  

C) 


The budget line and the indifference curve are identical.  

D) 


The slope of the indifference curve equals the slope of the budget line.  

E) 


None of the above.  

Use the figure below to answer the following question.
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Figure 9.3.2

12) 


Which one of the following statements about Figure 9.3.2 is true?  


A) 


Points Q and S cost the same, but Q is preferred to S.  

B) 


Point S is preferred to point Q, but S is not affordable.  

C) 


Point R is not affordable.  

D) 


Point T is preferred to point Q, but T is not affordable.  

E) 


Point R is the best affordable point. 

13) 


If the price of a normal good rises, the income effect  


A) 


will decrease consumption of the good and the substitution effect will increase consumption.  

B) 


is always larger than the substitution effect.  

C) 


and the substitution effect will both decrease consumption of the good.  

D) 


will increase consumption of the good and the substitution effect will decrease consumption.  

E) 


and the substitution effect will both increase consumption of the good.  

14) 


Gerald is a freelance writer who could work for a newspaper at $25,000 a year but instead runs his own business making a revenue of $40,000 a year. His only business expenses are $1,000 for writing materials and $12,000 for rent. What is Gerald's economic profit from working as a freelance writer?  


A) 


$15,000 


B) 


$2,000 


C) 


$25,000 


D) 


$27,000 


E) 


$28,000 

15) 


Firm A can produce a unit of output with 10 hours of labour and 5 units of capital. Firm B can produce a unit of output with 5 hours of labour and 10 units of capital. Firm C can produce a unit of output with 10 hours of labour and 10 units of capital. If the prices of labour and material are $10 and $5, respectively which firm is technologically efficient?  


A) 


A 


B) 


B 


C) 


C 


D) 


A and B 


E) 


A and C 

16) 


In the relationship between the owner of a bakery and the baker, the owner is 


A) 


neither a principal nor an agent, but the baker is an agent.  

B) 


a principal, as is the baker.  

C) 


an agent and the baker is a principal.  

D) 


a principal and the baker is an agent.  

E) 


an agent, as is the baker.  

17) 


Marginal product  


A) 


is the slope of the total product curve. 

B) 


is always zero. 

C) 


equals average product minus total product. 

D) 


lies between zero and one. 

E) 


is always negative. 

18) 


The law of diminishing marginal returns states:  


A) 


As the size of a plant increases, marginal product eventually decreases.  

B) 


As a firm uses more of a variable factor of production, its average cost eventually decreases.  

C) 


As a firm uses more of a variable factor of production, with a given quantity of the fixed factor of production, the marginal product of the variable factor eventually diminishes.  

D) 


As the size of a firm's plant increases, average cost eventually decreases.  

E) 


As a firm uses more of a variable factor or production, total product eventually decreases.  

Use the figure below to answer the following question.
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Figure 11.3.1

19) 


Refer to Figure 11.3.1. Which one of the following statements is false?  


A) 


The total fixed cost curve A.  

B) 


The vertical gap between curves B and C is equal to total variable cost.  

C) 


Total fixed cost is constant.  

D) 


Total variable cost and total cost both increase with output.  

E) 


Marginal cost is equal to the slope of curve C.  

E) 


either ATCC or ATCD 

20) 


Assume that the leather market is a perfectly competitive market. The market demand curve for leather is ________ and each individual leather producer's demand curve is ________.    


A) 


downward sloping; horizontal 

B) 


horizontal; horizontal 

C) 


vertical; downward sloping 

D) 


horizontal; downward sloping 

E) 


downward sloping; vertical 

21) 


What is the effect of a permanent increase in demand in a perfectly competitive market, with no external economies or diseconomies? 


A) 


Average cost increases in the long run.  

B) 


Market price remains constant in the long run.  

C) 


Market price increases in the long run.  

D) 


Market price decreases in the long run.  

E) 


Average cost decreases in the long run.  
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