Economics B01 Gordon
Mid-Term October 25th 1999

Name A nsuwess Section

Answer all questions in pen,

Tbere are 25 multiple choice questions, each worth 1 point, There are 2 short answer questions, each worth 10 points. Allocate
your time accordingly.

1} You have the choice of going to Hawaii for a week, staying at work for the week, or spending the week skiing. If you
decide to go 1o Hawaii, the opportunity cost is
A} the value of working and skiing.
B) the valuc of working or skiing, depending on which you would have done rather than g0 to Hawaii,
C)  working, because you would be Eiving up a week’s pay.
D} None of the above if you enjoy the time spent in Hawaii.
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2)  An opportunity cost of economic growth is
A)  essentially zero because 30 much is gained in the long run by having economic growth,
B)  the decrease in production of consumption goods in the present time period,
C}  decreased by the creation of capita] goods rather than consumption goods,
D) so high that places such as Hong Kong have had to do without it,
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3) Unemployment
A) may sometimes be normal and efficient,
B} is caused by inflation in the long run.
C) isalways present because market economies never generate incornes equal to the value of production.
D) is proof that commmand econonnies are better than market economies in organizing production.
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4)  Assumc that the equilibrium price and equilibrium quantity for ice cream cones per week is currently $2 and 40,000,
What will happen to the cquilibrivun price and equilibrium quantity for ice cream cones when copsumers’ incomes
decreasc?

A)  Ifice cream cones are 2 normal good, then the equilibrium price and quantity of ice crearn cones will decrease.

B) Hice cream cones are a normal good, then the equilibrium price and equilibrium quantity of ice cream cones will
merease.

€) Ifice cream cones are an inferior good, then the equilibrium price for an ice cream cone will increase and the
equilibrium quantity of ice cream cones will decrease.

D) Hice cream cones are an inferior good, then the equilibrium price and quantity of ice cream cones will decrease.

A

§)  Monetary policy is controlled by
A) Congress.
B) the president,
C) the Federal Reserve.
D) the Treasury Department,
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