Name:___________________________

Homework 1

EC 2306
Section 1   Multiple choice. (4 points each)  
1. Which of the following would be a micro economic topic?

a. Determining what will occur in the market for oranges when there is an early freeze.

b. Determining what will occur to inflation when the government increases taxes.

c. Determining the affects of a war in Iraq on the price of steel.

d. Both a and c.

e. None of the above.

2. Which of the following is a normative statement?

a.   The interest rate cut will lower unemployment.

b.   The War in Iraq has hurt the economy.

c.   Unemployment is increasing.

d.   Bush’s tax cuts increased the national debt.

e.   Both b and d are normative statements.

3. Producing things at least cost is the definition of which of the following?

a.   Full employment.

b.   Full production.

c.   Productive efficiency.

d.   Allocative efficiency.

e.   None of the above.

4. Which of the following would cause us to operate inside the PPF?

a. A change in the number of resources.

b. Not fully utilizing our resources.

c. Opportunity costs increasing.

d. All of the above.

e. None of the above.

5. Which of the following is an example of a product made available in the US through a traditional part of the economy?

a.   A shirt bought at a store.

b.   Shoes bought from a friend.

c.   Elderly being cared for by their children.

d.   Children being educated in public schools.

e.   There are no traditional aspects to the US economy.

6.  Which of the following was NOT a characteristic of a market system?
a.   Private property.

b.   Self-interest.

c.   Cooperation of interests.

d.   Reliance on capital and technology.

e.   Specialization.  

7.  Which of the following is associated with the use of money?

a.   It is a medium of exchange.

b.   It helps to enforce property rights.

c.   It eliminates the double coincidence of wants.

d.   All of the above are associated with the use of money.

e.   Only a and c are associated with the use of money.

8.   How does a market system answer the question “what to produce?”
a.   A market system produces that which is profitable.

b.   A market system produces in a least cost manner.

c.   A market system produces for people who have money.

d.   A market system produces in a way to accumulate capital.

e.   None of the above.

9.   What is the amount of GDP per person (nearest amount) in the USA as referred to in class?
a.   $24,000.
b.   $45,000.

c.   $72,000.

d.   $94,000.

e.   $160,000.

10.   Which of the following is a determinant of demand?
a.   Cost of inputs.
b.   Taxes and Subsidies.
c.   Incomes.
d.   All of the above.

e.   Both b and c.

Section II Short answer.  (10 points)
 If aliens come and take a large percentage of our cows what happens in the market for synthetic leather baseball gloves? (Assume a normal competitive market)(Show the graph, label all relevant points, and explain what happens to price and quantity.  Explain what determinant(s) are involved.)

