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Questions 1 to 20: Select the best answer to each question. Note that a question and its answers may be split across a page 
break, so be sure that you have seen the entire question and all the answers before choosing an answer.

 

1. If we say that a price is too high to clear the market, we mean that
A. the price of the good is likely to rise.

B. quantity supplied exceeds quantity demanded.

C. the equilibrium price is above the current price.

D. quantity demanded exceeds quantity supplied.

 

2. The economizing problem is one of deciding how to make the best use of
A. virtually unlimited resources to satisfy virtually unlimited wants.

B. unlimited resources to satisfy limited wants.

C. limited resources to satisfy virtually unlimited wants.

D. limited resources to satisfy limited wants.

 

3. The production possibilities curve illustrates the basic principle that
A. if all the resources of an economy are in use, more of one good can be produced only if less of another good is produced.

B. an economy will automatically obtain full employment of its resources.

C. an economy's capacity to produce increases in proportion to its population size.

D. the production of more of any one good will in time require smaller and smaller sacrifices of other goods.

 

4. The invisible-hand concept suggests that
A. when firms maximize their profits, society's output will also be maximized.

B. profit maximization is inconsistent with an efficient allocation of resources.

C. changes in product demands are only randomly reflected in changes in the demands for resources.

D. government action is necessary to correct for market failures.

 

5. The largest functional share of the national income consists of
A. proprietors' income, that is, the income of unincorporated businesses.

B. corporate profits.

C. interest and rental income.

D. wages and salaries.

 

6. According to the concept of comparative advantage, a good should be produced in that nation where
A. its domestic opportunity cost is greatest.



B. the terms of trade are maximized.

C. money is used as a medium of exchange.

D. its domestic opportunity cost is least.

 

7. Welfare checks and food stamps are examples of _______ used by the government to redistribute 
income.
A. market intervention

B. taxation

C. transfer payments

D. corporate subsidies

 

8. Other things equal, an excise tax on a product will increase
A. its price.

B. the quantity sold.

C. its demand.

D. its supply.

 

9. Which one of the following statements about trade blocs is correct?

A. A trade bloc is a tariff or quota that impedes imports.

B. A trade bloc is a group of nations that advertise their common export goods abroad.

C. A trade bloc is a group of nations that allows free trade among member nations but restricts imports from nonmember nations 
via tariffs and quotas.

D. A trade bloc is an area of a nation where manufacturers can import product components without paying tariffs.

 

10. Which one of the following statements about limited liability is correct?

A. Limited liability means that corporations have a legal life independent of their owners and managers.

B. Limited liability means that creditors have no legal claim on the personal assets of a corporate stockholder.

C. Limited liability means that creditors have no legal claim on the personal assets of a proprietor.

D. Limited liability means that corporations can't be sued.

 

11. The use of money contributes to economic efficiency because
A. roundabout production couldn't occur without the availability of money.

B. it's necessary for the creation of capital goods.

C. it promotes specialization by overcoming the problems with barter.

D. governmental direction of the production and distribution of output can be avoided by using money.

 

12. The major source of tax revenue for the United States federal government is _______ taxes.
A. personal income

B. sales and excise

C. corporate income

D. property

 

13. Which one of the following is not a characteristic of the market system?



A. Private property

B. Competition in product and resource markets

C. Freedom of enterprise

D. Government ownership of the major industries

 

14. The demand curve shows the relationship between
A. price and production costs.

B. consumer tastes and the quantity demanded.

C. money income and quantity demanded.

D. price and quantity demanded.

 

15. Which one of the following statements about protective tariffs is correct?

A. Protective tariffs are maximum limits on the quantity or total value of specific products imported to a nation.

B. Protective tariffs are excise taxes or duties placed on imported products.

C. Protective tariffs are government payments to domestic producers to reduce the world prices of exported goods.

D. Protective tariffs are licensing requirements, unreasonable quality standards, and the like designed to impede imports.

 

16. Income data that show how total income is distributed as wages, rents, interest, and profits describe the 
_______ distribution of income.
A. functional

B. horizontal

C. vertical

D. personal

 

17. In which one of the following situations does a trade deficit occur for a nation?
A. The nation receives more foreign currency than it sends out in domestic currency.

B. The nation loans out U.S. dollars to foreign buyers of domestically produced goods.

C. The nation exports more than it imports.

D. The nation imports more than it exports.

 

18. Which one of the following statements correctly describes export subsidies?
A. Export subsidies are government payments to domestic producers to enable them to charge lower prices and sell more goods 
in world markets.

B. Export subsidies are maximum limits on the quantity or total value of specific products imported to a nation.

C. Export subsidies are excise taxes or duties placed on imported products.

D. Export subsidies are licensing requirements, unreasonable quality standards, and the like designed to impede imports.

 

19. Economic profits in an industry suggest that the industry
A. should be larger to better satisfy consumers' desire for the product.

B. can earn more profits by increasing product price.

C. has excess production capacity.

D. is the size that consumers want it to be.

 



End of exam 

20. The coincidence-of-wants problem associated with barter refers to the fact that
A. buyers in resource markets and sellers in product markets can never engage in exchange.

B. money must be used as a medium of exchange, or trade will never occur.

C. for exchange to occur, each seller must have a product that some buyer wants.

D. specialization is restricted by the size or scope of a market.


