Apg Econ 1041
Second Cuiz, 30 points
September 4, 2003

Matching — one point each
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Opportunity cost
Incentives

Scarcity

Fallacy of composition
Utality

Explicit cost

Post hoc fallacy
Production possibilibies
Ceteris paribus
Economics

Slope

Capital

Resources

Market

AmosWeb

Multiple choice — two points each

_a__ 17. The basis for economic analysis is

a. portumty cost
b. making money
c. taxation

d. commerce

e. political
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all of the above

MName KEY

Nothing else changing

The maximum that could be produced
True cost of a decision

Study of resource allocation

The canse, since 1t happened firs t
Effort to change behavior

Edge, where change occurs

Rise over run

Reflected 1n the price of a good
Payment to another

True for everyone

Man made resources

Used for producing goods or products
Value, benefit or satisfaction

‘Where exchange takes place

1041 resource

18. The benefit of a one-unit increase In an achvity
15 called marginal cost

15 always greater than the opportunity cost
eventually decreases

15 measured by what we must give up



Short answers — five points each

18. Diagram a realistic production possibilities fronter for the “Com to You™ company that
produces popcormn and sweet corn.  Show a level of output the firm cannot currently reach
as well as a maximum level of output

PP — - cannot reach

- Mmaximum cutput

20. You have three alternatives for Saturday: A 1s going to the MU football game; B 15 going
home to a high school friend’s party and C is working for 510/hour. Use A, B or C to state
1. What you will do A BorC

2. What 1s your opportumity cost _ anything not matching #1

3. What 15 your third choice? _ irelevant (A, B or C)

4. 'Why 1s answer 2 your opportunity cost _next hghest value to answer 1




