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 1. You can spend $100 on either a new economics textbook or a new CD player. If you choose 
to buy the new economics textbook, the opportunity cost is:

 A) $100.
 B) your enjoyment of the new CD player.
 C) both the $100 and the your enjoyment of the new CD player.
 D) impossible to determine.

 2. A choice made ________ is a choice whether to do a little more or a little less of something.
 A) at the fringe
 B) in the beginning
 C) at the margin
 D) after the fact

 3. If the price of gasoline rises and stays high for an extended period, we expect people to:
 A) increase the number of miles they drive.
 B) buy larger and less fuel-efficient cars.
 C) use more public transportation.
 D) ride their bicycles less.

 4. If equilibrium exists:
 A) all individuals must have an equal amount of income.
 B) the price in that market will not fluctuate by more than 5%.
 C) there will be no remaining opportunities for individuals to make themselves better off.
 D) the number of buyers will equal the number of sellers.

 5. An economy is efficient if it is:
 A) possible to produce more of all goods and services.
 B) possible to produce more of one good without producing less of another.
 C) not possible to produce more of one good without producing less of another good.
 D) producing a combination of goods.

 6. When building a model, economists:
 A) simplify reality in order to highlight what really matters.
 B) attempt to duplicate reality in all of its complexity.
 C) ignore the facts and instead try to determine what the facts should be.
 D) are careful to avoid the scientific method.
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 7. Water is considered a scarce good because:
 A) not enough of it is available for all needs.
 B) it does not have any uses.
 C) scarce goods are less expensive.
 D) not enough of it is available for all needs and because it is less expensive.

 8. In terms of the production possibility frontier, inefficient use of available resources is 
shown by:

 A) an increase in the labor force growth rate.
 B) a movement from one point to another along the production possibility frontier.
 C) an inward shift of the production possibility frontier due to the lack of opportunity.
 D) a point inside the production possibility frontier.

Use the following to answer questions 9-11.

 Figure: Production Possibility Frontier Curve for Tealand

 9. (Figure: Production Possibility Frontier for Tealand) Look at the figure Production 
Possibility Frontier for Tealand. In the figure, if Tealand is producing 10 million scones and 
10 million cups of tea (point A), we know that the economy:

 A) is using its resources efficiently.
 B) is using its resources inefficiently.
 C) is fully employing its resources.
 D) has found new resources.
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 10. (Figure: Production Possibility Frontier for Tealand) Look at the figure Production 
Possibility Frontier for Tealand. In the figure, Tealand is producing at point C on its 
production possibility frontier. What is the opportunity cost in Tealand of increasing the 
production of tea from 20 million cups to 30 million cups?

 A) 10 million cups of tea
 B) 5 million scones
 C) 10 million scones
 D) The answer is impossible to determine from the information given.

 11. (Figure: Production Possibility Frontier for Tealand) Look at the figure Production 
Possibility Frontier for Tealand. In the figure, Tealand can produce at point E only if the 
government:

 A) eliminates unemployment.
 B) raises taxes.
 C) permits more immigration.
 D) increases the cost of production by decreasing the use of technology.

 12. Increases in resources or improvements in technology will tend to cause a society's 
production possibility frontier to:

 A) shift inward to the left.
 B) shift outward to the right.
 C) remain unchanged.
 D) become vertical.

 13. Because of trade, a country may:
 A) consume outside its production possibility frontier.
 B) consume inside its production possibility frontier.
 C) find that its production possibility frontier will shift outward.
 D) avoid opportunity costs.

 14. Which of the following is an example of normative economics?
 A) The minimum wage has not kept pace with inflation.
 B) The minimum wage is an important tool in fighting poverty and should be increased.
 C) The minimum wage can create higher unemployment for teens and unskilled workers.
 D) A higher minimum wage is expected to increase the price of a fast-food cheeseburger.
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Use the following to answer question 15.

 

 15. (Table: Comparative Advantage I) Look at the table Comparative Advantage I. Sweden has 
an absolute advantage in producing:

 A) cell phones only.
 B) herring only.
 C) both cell phones and herring.
 D) neither cell phones nor herring.

 16. An economy that has the lowest opportunity cost for producing a particular good is said to 
have:

 A) an absolute advantage.
 B) a comparative advantage.
 C) a production possibility frontier.
 D) an increasing opportunity cost.
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Use the following to answer question 17.

 Figure: Comparative Advantage
Eastland and Westland produce only two goods, boxes of peaches and boxes of oranges, and 
this figure shows each nation's production possibility frontier for the two goods.

 17. (Figure: Comparative Advantage) Look at the figure Comparative Advantage. The 
opportunity cost of producing 1 box of oranges for Westland is:

 A) 1 box of peaches.
 B) 1/4 box of peaches.
 C) 4 boxes of peaches.
 D) 10 boxes of peaches.
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Answer Key - unit1practice

 1. B
 2. C
 3. C
 4. C
 5. C
 6. A
 7. A
 8. D
 9. B
 10. B
 11. C
 12. B
 13. A
 14. B
 15. B
 16. B
 17. C
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