Homework #3
 
Econ 101 Sections 1 & 4

Due: 21 February 2003

Print Name_________________________

Section ________

ID# (last 5 digits) ____________________

MULTIPLE CHOICE.  Choose the one alternative that best completes the statement or answers the question.
	Item
	Price elasticity of supply
	Price elasticity of demand

	Hamburgers
	1.2
	1.8

	French fries
	1.7
	1.4

	Pizza
	2.0
	1.2

	Ice cream
	1.5
	1.6


1)  You are in the business of producing and selling hamburgers, french fries, pizza, and ice cream. The mayor plans to impose a tax on one of these products. Based on the elasticities in the above table, as a profit-minded business person who seeks to avoid taxes whenever possible, which good would you  like to have taxed? 

A) pizza 
B)  ice cream
 C)  french fries 

D)  hamburgers 
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2)  The above figure shows the market for blouses. The government decides to impose a sales tax on blouses. Using the figure, how much producer surplus is lost? 

A) $40,000 
B)  $20,000 
C)  $25,000 
D)  $10,000 

3)  As long as the supply curve for a good is upward sloping and the demand curve is downward sloping, a sales tax will shift the supply curve 

A) leftward and definitely increase the equilibrium price. 

B) leftward and possibly increase the equilibrium price. 

C) rightward and definitely decrease the equilibrium quantity. 

D) rightward and possibly increase the equilibrium quantity. 

4)  A rent ceiling creates a shortage. As a result, which of the following occurs? 

A) a gain of both consumer and producer surplus 

B) only a loss of producer surplus for landlords 

C) only a loss of consumer surplus for tenants 

D) a loss of both consumer and producer surplus 

5)  The government is deciding whether to tax either Good A or Good B. The equilibrium quantity of both is currently the same, but the elasticity of demand for Good A is 0.8 while the elasticity of demand for Good B is 1.5. In order to generate the most tax revenues, the government should impose the tax on ________ because its demand is ________. 

A) Good B; more elastic 

B)  Good A; less elastic 

C) Good B; less elastic 

D)  Good A; more elastic 
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6)  The above figure shows the agricultural policy of setting a price floor for wheat of $4 per bushel. How large is the surplus of wheat caused by this policy? 

A) 10 million bushels 

B)  11 million bushels 

C) 9 million bushels 

D)  1 million bushels 

7)  In a market that has inventories, the 

A) supply becomes more elastic. 
B)  demand becomes more elastic. 

C) demand becomes less elastic. 
D)  supply becomes less elastic. 
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8)  The above figure shows the market for anti-freeze. The government imposes a sales tax on anti-freeze. Anti-freeze producers would pay a larger part of this tax than what is shown in the figure if 

A) the demand curve was steeper. 
B)  the supply were more inelastic. 

C) the supply were more elastic. 
D)  the demand were more inelastic. 

9)  If the same fine is imposed on buyers and sellers of an illegal substance so that the cost of breaking the law is the same for both, then 

A) the supply and demand curves will both shift leftward by equal amounts. 

B) the equilibrium price of the substance will definitely increase. 

C) there will be no deadweight loss in this market because the extra producer surplus will exactly offset the lost consumer surplus. 

D) there will be more government revenue collected than with an excise tax on the substance. 

10)  If penalties are imposed on the buyers of illegal goods or services, then the equilibrium price ________ and the equilibrium quantity ________. 

A) rises; decreases 
B)  rises; increases 

C) falls; decreases 
D)  falls; increases 

11)  The division of sales tax is determined by the 

A) greed of the seller. 

B) federal government in all cases. 

C) level of government which imposes the tax. 

D) price elasticities of supply and demand. 

12)  Which of the following is a result of an effective rent ceiling? .
equity in the housing market .
efficient allocation of resources .
a shortage of housing units 

A) I and III 
B)  III only 
C)  I and II 
D)  II only 
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13)  In the above figure, which of the following shifts shows the effect of severe flooding that destroys many of the apartment buildings in Bigtown? 

A) from  to  

B)  from  to 
C)  from  to  
D)  from  to 
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14)  The above figure shows the market for blouses. The government decides to impose a sales tax on blouses. The amount of the tax paid by buyers would be greater than shown in the figure 

A) only if the demand was more elastic. 

B) only if the demand was more inelastic. 

C) if either the demand was more inelastic or the supply more elastic. 

D) only if the supply was more elastic. 

15)  A(n) ________ is a line that shows combinations of goods among which a consumer is indifferent. 

A) budget line 

B)  preference map 

C) indifference curve 
D)  marginal benefit line 
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16)  In the above figure, Mark's monthly budget line for movies and plays changed, as shown by the arrow. The change was caused by 

A) a decrease in Mark's income. 

B)  a rise in the price of a play. 

C) an increase in Mark's income. 

D)  a fall in the price of a play. 
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17)  Jane spends her monthly dining-out budget of $300.00 on either steak or lobster dinners. Using the above figure, what is the price of a lobster dinner? 

A) $10.00 

B)  $30.00
 
C)  $20.00 

D)  $15.00 
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18)  The indifference curves in the above figure could represent your indifference curves between 

A) hot dogs and textbooks, which you think are neither perfect substitutes nor perfect complements. 

B) Coke and Pepsi, which you consider perfect substitutes. 

C) eyeglass frames and eyeglass lenses, which you think are perfect complements. 

D) none of the above 
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19)  In the above figure, when the wage rate increases from $5.00 to $7.50 an hour, Bob chooses less leisure because of 

A) the income effect. 

B)  the substitution effect. 

C) both of the above 

D)  neither of the above 
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20)  The figure above shows Sam's budget line. The vertical intercept of Sam's budget line is equal to 

A) the quantity of coffee purchased if zero gasoline is purchased. 

B) . 

C) the quantity of gasoline purchased if zero coffee is purchased. 

D) . 
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21)  The indifference curves in the above figure could represent your indifference curves between 

A) Coke and Pepsi, which you consider perfect substitutes. 

B) hot dogs and textbooks, which you think are neither perfect substitutes nor perfect complements. 

C) eyeglass frames and eyeglass lenses, which you think are perfect complements. 

D) none of the above 
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22)  In the above figure, which of the following would happen to Jane's budget line if there were an increase in her monthly dining-out budget? 

A) It would shift leftward and not change its slope. 

B) It would shift rightward and not change its slope. 

C) It would bend toward the origin, becoming more convex. 

D) It would bend away from the origin, becoming more concave. 

23)  In the above figure, which of the following would happen to Jane's budget line if the price of a lobster dinner fell? 

A) It would rotate inward around the horizontal intercept, 20 steak dinners. 

B) It would rotate inward around the vertical intercept, 10 lobster dinners. 

C) It would rotate outward around the horizontal intercept, 20 steak dinners. 

D) It would rotate outward around the vertical intercept, 10 lobster dinners. 

[image: image13.png]e ®» w© «
{anoy Jed siiop) e BB

~

5 6

Quanity {thousanis of hours per morit)

2 3 4

1




24)  In the above figure, which wage rate would be a minimum wage that has an effect in this labor market and what would be the resulting level of employment? 

A) $6 per hour and 3,000 hours of labor would be employed. 

B) $8 per hour and 4,000 hours of labor would be employed. 

C) $4 per hour and 2,000 hours of labor would be employed. 

D) $8 per hour and 2,000 hours of labor would be employed. 
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25)  In the above figure, if the wage rate is $5.00 per hour and Bob is currently working 8 hours every day, then to get to his best attainable combination of leisure and income, Bob should 

A) take no more leisure each day. 

B)  do no more work each day. 

C) both of the above 


D)  neither of the above 

