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1. Shelly purchases a leather purse for $400. One can infer that 

A.  she paid too much. 
B.  her reservation price was at least $400. 
C.  her reservation price was exactly $400. 
D.  her reservation price was less than $400. 
 

  
2. Jessica's marginal cost for producing a pitcher of lemonade is $0.25. Therefore, $0.25 can also be called 

her 
A.  marginal revenue. 
B.  equilibrium price. 
C.  reservation price. 
D.  producers surplus. 
 

  
  
  
 

   
  
3. Refer to the figure above. Now suppose that the government imposes a price ceiling of $40. What is the 

most likely result? 
A.  Many sellers would go out of business because $40 is above the equilibrium. 
B.  There would be no change in the price. 
C.  The market would reach a new equilibrium at a price of $40. 
D.  An underground, or black, market would emerge where this product would be sold at a price above 

$40. 
 

  
4. In a market where government has set the price below the equilibrium price, one might expect  

A.  quantity demanded to equal quantity supplied. 
B.  excess supply. 
C.  An illegal market to develop as individuals try to take advantage of unexploited opportunities. 
D.  quantity supplied to surpass quantity demanded. 
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 Demand for coffee last Monday is shown in bold [labeled D(Monday)]. 
 

   
  
5. On Tuesday the news featured a story that a storm wiped out the entire coffee crop in Brazil. On 

Wednesday, 
A.  the demand function remained at D(Monday), but the quantity demanded increased. 
B.  demand shifted to D(A) in anticipation of future price increases. 
C.  demand shifted to D(B) in anticipation of future price increases. 
D.  there would be no change in either the demand function or the quantity demanded because not enough 

time had passed for the storm's effects to be felt. 
 

  
 

   
  
6. Refer to the figure above. Assume that these are demand curves for a normal good. Moving from demand 

curve D2 to demand curve D1 could be caused by a(n) 
A.  increase in consumers' incomes. 
B.  increase in quantity supplied. 
C.  increase in the price of a close substitute. 
D.  increase in the price of a complement. 
 

  
7. What might cause a supply curve to shift to the left today? 

A.  An increase in the product's own price. 
B.  An expectation that the product's price will fall in the future. 
C.  An expectation that the product's price will rise in the future. 
D.  A decrease in the price of one of the inputs to making the product. 
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8. An increase in the demand for GM automobiles results in 
A.  a lower equilibrium price for GM automobiles. 
B.  an increase in the quantity supplied of GM automobiles. 
C.  an increase in the supply of GM automobiles. 
D.  a lower equilibrium quantity of GM automobiles. 
 

  
  
9. If both supply and demand increase simultaneously, the new equilibrium price is ___________ and the 

new equilibrium quantity is _________________.  
A.  lower; lower 
B.  lower; indeterminate 
C.  indeterminate; higher 
D.  higher; indeterminate 
 

  
10. Suppose that the equilibrium price of pickles falls while the equilibrium quantity rises. The most 

consistent explanation for these observations is 
A.  a decrease in demand for pickles with no change in supply. 
B.  an increase in demand for pickles with no change in supply. 
C.  a decrease in the supply of pickles and a decrease in the demand for pickles. 
D.  an increase in the supply of pickles with no change in demand. 
 

  
 

   
  
11. Refer to the figure above. Assume the market is originally at point W. Movement to point Y is a 

combination of 
A.  an increase in quantity supplied and an increase in demand. 
B.  an increase in supply and an increase in demand. 
C.  an increase in supply and an increase in quantity demanded. 
D.  a decrease in supply and an increase in quantity demanded. 
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12. Suppose the local slaughterhouse gives off an unpleasant stench. The quantity of meat produced would 
then be _______ because not all of the _________ are accounted for in the marketplace. 
A.   too high; benefits  
B.   too low; benefits  
C.   too high; costs  
D.   too low; costs  
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13. The US Govt. banned cigarette ads on TV and radio after January 1971.  After the ban took effect you 
would expect that 
A.  The price of magazine ads for cigarettes alone would fall 
B.  The price of magazine ads for all goods would fall 
C.  The price of magazine ads for cigarettes alone would increase 
D.  The price of magazine ads for all goods would increase. 
  
 

 14. The economic significance of successful ticket scalping (scalpers sell tickets at higher than official 
prices) at baseball games is that: 
A.  There is an oversupply of tickets and ticket prices should be lowered 
B.  There is an excess demand for tickets and ticket prices should be raised 
C.  Morality has no place in professional games 
D.  There is an oversupply of tickets and ticket prices should be raised. 

 
 

Price of Apples per pound Quantity Demanded (lbs) Quantity Supplied (lbs) 
8 2 8 
6 4 6 
5 5 5 
4 6 4 
2 8 2 

  
 

15. What is the slope of the demand curve? 
A.  - 1 
B.  - 2 
C.  2 
D.  - 3 
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