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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. Which of the following is a gain realized from trade?
A. More domestic jobs

B. Improved alternatives for production possibilities

C. Increased wages for domestic workers

D. Lowers total material wealth

 

2. Which of the following is a cause of recent United States trade deficits?
A. Increased foreign incomes

B. Increased U.S. incomes

C. Lower U.S. incomes

D. Stagnant incomes

 

3. What impact does immigration have on domestic output of the United States?
A. Falling output

B. Increased output

C. No effect

D. Decreased output

 

4. The unemployed are disproportionately represented among the uninsured because
A. most workers obtain health insurance through their employers.

B. a large percentage of the unemployed are heads of single-parent families.

C. most are young and in excellent health, so they choose not to purchase health insurance.

D. one must be working to qualify for Medicaid.

 

5. Which of the following is a problem faced by the United States healthcare system?
A. Lack of technological advance

B. Low profits

C. Oversupply of doctors

D. Limited access to healthcare

 

6. How does a quota differ from a tariff in its economic impact?
A. Quotas result in higher prices.



B. Quotas result in a decline in imports..

C. Quotas do not raise government revenue.

D. Quotas result in a decline in consumption.

 

7. Refer to the diagrams. The solid lines are production possibilities curves; the dashed lines are trading 
possibilities curves. The trading possibilities curves imply that
A. world resources will be allocated more efficiently if the two nations specialize and trade based on comparative advantage.

B. both nations will be worse off as a result of international specialization and trade.

C. both countries have a trade surplus that will result in economic growth.

D. the domestic production possibilities curves entail unemployment and/or the domestic misallocation of resources.

 

8. Which one of the following is most likely to increase the Herfindahl index of a particular industry?
A. A conglomerate merger.

B. A horizontal merger.

C. A price-fixing arrangement among all the industry firms.

D. A vertical merger.

 

9. Improved agricultural technology is likely to have what effect on the agricultural product market?
A. Supply will decrease

B. Demand will increase

C. Supply will increase

D. Demand will decrease

 

10. When considering all of the parts of the balance of payments for a nation, what item might you want to 
look at to determine if a nation has a trade surplus or deficit?
A. Balance on capital account

B. Balance on financial account

C. Balance on goods and services

D. Net transfers

 



11. Why might government want to allow natural monopolies to keep their monopolies?
A. Natural monopolies can achieve very low costs through economy of scale.

B. Natural monopolies result in the highest output possible.

C. Natural monopolies always charge the lowest price.

D. Natural monopolies cannot make a normal profit.

 

12. Refer to the diagram showing the domestic demand and supply curves for a specific standardized 
product in a particular nation. If the world price of this product is $1, this nation will
A. neither export nor import the product.

B. import all of the product.

C. export all of the product.

D. import some of the product and produce some of the product domestically.

 

13. Why might farm income be so unpredictable?
A. Since demand is inelastic a large change in quantity demanded will result in a large change in price.

B. Since demand is elastic a small change in quantity demanded will result in a large change in price.

C. Since demand is inelastic a small change in quantity demanded will result in a small change in price.

D. Since demand is inelastic a small change in quantity demanded will result in a large change in price.

 

14. Appreciation of the Canadian dollar will
A. make Canada's exports more expensive and its imports less expensive.

B. make Canada's exports and imports both more expensive.

C. make Canada's exports less expensive and its imports more expensive.

D. intensify an existing disequilibrium in Canada's balance of payments.

 



15. Refer to the diagram. If farmers produce a normal crop of Qn, their gross income

A. cannot be determined.

B. will be 0PpPNQn.

C. will be 0PnNQn.

D. will be Pp × Qn.

 

16. Which of the following is a reason for increasing demand for healthcare?
A. Low prices

B. Supplier-induced demand

C. Excess supply

D. Health care consumption has become fashionable

 

17. Refer to the diagram. If line (c) represents the pre-tax and transfer distribution of income in the United 
States, we would expect the post-tax and transfer distribution to be
A. line (d).

B. line (b).

C. line (a).

D. line (c).

 

18. Unimpeded immigration between two nations tends to
A. reduce business income in the nation receiving immigrants but increase it in the nation experiencing emigration.

B. reduce business income in both nations.

C. increase business income in both nations.

D. increase business income in the nation receiving immigrants but reduce it in the nation experiencing emigration.

 



End of exam 

19. What name is given to the curve used to express distribution of income?
A. Lorenz curve

B. Wealth curve

C. Gini curve

D. Income curve

 

20. The basic argument for income inequality is that
A. inequality undermines incentives and tends to reduce the size of the national income.

B. the very rich establish consumption patterns that are desirable for the rest of society to emulate.

C. income inequality is essential to maintain incentives to produce.

D. the rich buy luxury goods that soon become affordable to everyone else because of economies of scale.


