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1. All of the following describe the concept of margina cost EXCEPT
(1) the value of the best aternative forgone.
(2) the maximum amount that a person is willing to pay for one more unit of a good or service.
(3) the opportunity cost of producing one more unit of a good or service.
(4) the dollar vdue of other goods and services that must be forgone to consume one more unit of a good
or service.
2. An efficient dlocation of resources occurs when we
(2) produce the goods and services that people need.
(2) cannot produce more of agood or service without giving up some other good or service that we value
more highly.
(3) cannot produce more of a good or service without giving up some other good or service that we need.
(4) produce the goods and services that people want.
3. Which of the following statements is true?
(1) The price effect is shown by moving up or down afixed budget line.
(2) To determine a consumer's best affordable point, we need only the budget line or the indifference
curve.
(3) Every point on a budget line lies on an indifference curve.
(4) Both A and B aretrue.
4. Which of the following statements regarding the marginal product curve is FALSE?
(1) Along the marginal product curve, increasing marginal returns occur first and then diminishing
margina returns.
(2) Increasing margina returns occur when the total product increases as the number of workers increases.
(3) Thelaw of diminishing returns appliesin the short run.
(4) Increasing margina returns is due to greater efficiency from specialization in the production process.
5. One of the reasons that concentration ratios are not a perfect measure of competitivenessis that
(2) they ignore potential competition.
(2) they cannot be measured.
(3) they tell nothing about how high prices were in the past.
(4) they do not measure how high the industry's prices are.
For a good to be nonrival, which of the following must be true?
(1) A person iswilling to pay any price to ensure that the product is available.
(2) A personis not willing to pay for the good because even without paying for it, the person can consume
the good anyway.
(3) A person cannot be prevented from consuming that good even if he or she did not pay for it.
(4) One person's consumption of that good does not decrease another person's consumption of that good.
7. Freeriders are not a problem in the market for a private good because
(2) the good can be produced only at a positive margina cost.
(2) thefree rider will not get caught.
(3) non-payers can be excluded from consuming the good.
(4) the good is arival good.
8. Which of the following approximately equalsthe real interest rate?
(1) The nomina interest rate minus the inflation rate
(2) The rate paid when the best customers of banks borrow money
(3) The nominal interest rate minus the growth rate of GDP
(4) The nomina interest rate plus the inflation rate
9. Which of the following explains why investment demand is negatively related to the real interest rate?
(1) Consumers are willing to spend less and hence save more at higher real interest rates.
(2) Interest rate flexibility in financial markets assures an equilibrium in which saving equals investment.
(3) A lower redl interest rate makes more investment projects profitable and hence undertaken.
(4) All of the above are correct reasons why investment demand is negatively related to the real interest
rate.
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The Ricardo-Barro effect proposes that

d

(1) tax payers do not have the ability to neutralize the effects of government deficits.

(2) people expect lower disposable incomesin the future if the government runs a deficit.

(3) interest rates will probably increase because of government deficits.
(4) people expect government dissaving to increase their incomes.
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