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Econ 142 Principles of Microeconomics ‘ g'f

Dr, Staihr

EXAM 2
March 7, 2011

Multiple Choice. 26 Questions. Choose the letter next t mo
' o the
or most appropriate response. st correct answer

i - — frr - =
c0)s  \Somy 'Z?grmf 120 i

Cars A , .
| _I = :ﬂ

..I_'
oo T ' [Z)

Use this graph however you want to in order to anwestinm 1 through 4. L
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In the course of a day Italy can produce 100 cars or 150 com
puters, or some of each.
In the course of a day Germany can produce 90 cars or 120 computers, or smmg of

each. |
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1. What is the opportunity cost of producing 1 computer in Germany?

a. 2/3rds of a car
b. 1.5 cars

3/4ths of a car
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none of the above i
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2. What is the opportunity cost of producing 1 car in Italy?

a. 2/3rds of a computer
1.5 computers

c. 1.33 computers

d. 3/4ths of a computer

3. Based on the information in italics on the previous page which of the following is
correct?

a. Italy should make and export cars because it has the comparative-advantage in car-

. making. — P — —
“b.-Germany should make and export computers because it has the comparative

advantage in computer making
c. Italy should-export bothsince-it-has-a comparative advantage-in-both cars and
computers

ermany should make and export cars because it has the comparative advantage in
car-making

( 4) An acceptable “terms of trade” for these two countries would be...

car for 2/3rds of a computer -3 -
. 1car-for-1.-t-computers— = —
c. 1 car for 1/2 of a computer >
d. 1 car for 1.4 computers 218
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5. If the income elasticity of a good is a positive 1.95 we can reasonably conclude
which of the following?
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Eﬁ The good. is a normal good and most likely a necessity. - y
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e good is a normal good and most likely a luxury. \
c. The good is an inferior good and most likely a necessity £
d. The good is-an-inferior-good-and-most-likely-a-luxury-

6. As discussed in lecture, the primary factor that determines whether supply will be
elastic or inelastic is...

a. The number of suppliers
b. The cost of inputs
The amount of time suppliers have
__d. Whether-the-good-is-anecessity or a luxury




Use the information in the following table to answer questions 7 and 8.
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7. Based on elasticity of demand, this good... 240 ‘2 e
. ____-I:——-* - ? 1-"'}'{[ (J__ ) ;
a. Probably has very few or no substitutes ) “fi Jﬂ T o A
b, Probably is a necessity P O
@Pmbahly is a luxury <0 -
2

d. Probably is a very small part of the consumer’s budget

]
( 8. Assume a $10 tax is placed on this good. The portion of the tax that will fall on the

_buyer is...

a. About 37-38%
b. About 62-63%

About 55-57%
/0., None of the above

Use the following information to answer questions 9 and 10:

You have two goods, Good X and Good Y. You have already calculated the elasticities
affde;nnrrd for these two goods and obtained the following numbers (in absolute
value):

Elasticity of Demand farga 76
Elasticity of Demand for Y: 1.33

The current quantity demanded of X is 200, and the current price of Xis 54
The current quantity demanded of Y is 300, and the current price of Y is $6.

; .-"'I ..
."I 9. E]’IWEE thl’.'_ good, X or Y, whose price you would increase if you wanted to increase
\ revenues. Using the formula we used in class, increase that price 10% and tell me
- which of the following comes closest to the new quantity demanded of that good?

a..192 : ;:;’ OO
e .
d. 282
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