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(1) When a society cannot produce all the goods and services people wish to have, it is said that the 

economy is experiencing 

a. scarcity. 

b. surpluses. 

c. inefficiencies. 

d. inequalities. 

(2) In most societies, resources are allocated by 

a. a single central planner. 

b. a small number of central planners. 

c. those firms that use resources to provide goods and services. 

d. the combined actions of millions of households and firms. 

(3) While pollution regulations yield the benefit of a cleaner environment and the improved health that 

comes with it, the regulations come at the cost of reducing the incomes of the regulated firms’ owners, 

workers, and customers.  This statement illustrates the principle that  

a. trade can make everyone better off. 

b. rational people think at the margin. 

c. people face tradeoffs. 

d. people respond to incentives. 

(4) A certain cowboy spends 10 hours per day mending fences and herding cattle.  For the cowboy, a 

graph that shows his various possible mixes of output (fences mended per day and cattle herded per day) 

is called his 

a. line of tastes. 

b. trade-off curve. 

c. production possibilities frontier. 

d. consumption possibilities frontier. 

(5) The most obvious benefit of specialization and trade is that they allow us to  

a. work more hours per week than we otherwise would be able to work. 

b. consume more goods than we otherwise would be able to consume. 

c. spend more money on goods that are beneficial to society, and less money on goods that 

are harmful to society. 

d. consume more goods by forcing people in other countries to consume fewer goods. 

(6) The supply of a good or service is determined by 

a. those who buy the good or service. 

b. the government. 

c. those who sell the good or service. 

d. both those who buy and those who sell the good or service. 

(7) In a competitive market, the quantity of a product produced and the price of the product are 

determined by 

a. a single buyer. 

b. a single seller. 

c. one buyer and one seller working together. 

d. all buyers and all sellers. 

 



(8) Which of the following is not a characteristic of a perfectly competitive market? 

a. Sellers set the price of the product. 

b. There are many sellers. 

c. Buyers must accept the price the market determines. 

d. All of the above are characteristics of a perfectly competitive market. 

(9) A market demand curve shows how the total quantity demanded of a good varies as 

a. income varies. 

b. price varies. 

c. price of the nearest substitute good varies. 

d. supply varies. 

(10) A decrease in supply is represented by a 

a. movement downward and to the left along a supply curve. 

b. movement upward and to the right along a supply curve. 

c. rightward shift of a supply curve. 

d. leftward shift of a supply curve. 

(11) Making rational decisions "at the margin" means that people 

a. make those decisions that do not impose a marginal cost. 

b. evaluate how easily a decision can be reversed if problems arise. 

c. compare the marginal costs and marginal benefits of each decision. 

d. always calculate the dollar costs for each decision. 

(12) The property of society getting the most it can from its scarce resources is called 

a. equity. 

b. efficiency. 

c. equality. 

d. efficacy. 

(13) In economics, the cost of something is 

a. the dollar amount of obtaining it. 

b. always measured in units of time given up to get it. 

c. what you give up to get it. 

d. often impossible to quantify, even in principle. 

(14) The phenomenon of scarcity stems from the fact that  

a. most economies’ production methods are not very good. 

b. in most economies, wealthy people consume disproportionate quantities of goods and 

services. 

c. governments restrict production of too many goods and services. 

d. resources are limited. 

 

 

 

 



(15) A construction company has built 30 houses so far this year at a total cost to the company of $7.5 

million. If the company builds a 31st house, its total cost will increase to $7.76 million. Which of the 

following statements is correct? 

a. For the first 30 houses, the average cost per house was $250,000. 

b. The marginal cost of the 31st house, if it is built, will be $260,000. 

c. If the company can experience a marginal benefit of $275,000 by building the 31st house, 

then the company should build it. 

d. All of the above are correct. 

 

(16) The current federal chairperson is… 

a. Alan Greenspan 

b. Donald Trump 

c. Janet Yellen 

d. Ben Bernanke 

(17) A decrease in the price of a good would 

a. increase the supply of the good. 

b. increase the quantity demanded of the good. 

c. give producers an incentive to produce more to keep profits from falling. 

d. shift the supply curve for the good to the left. 

Figure 1 

 

18.Refer to Figure 1.  The movement from point A to point B on the graph shows 

a. a decrease in demand. 

b. an increase in demand. 

c. a decrease in quantity demanded. 

d. an increase in quantity demanded. 

19. The law of demand states that, other things equal, when the price of a good 

a. falls, the demand for the good rises. 

b. rises, the quantity demanded of the good rises. 

c. rises, the demand for the good falls. 

d. falls, the quantity demanded of the good rises. 
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20 Nemo rents 5 movies per month when the price is $3.00 per rental and 7 movies per month when the 

price is $2.50 per rental.  Nemo’s demand demonstrates the law of 

a. price. 

b. supply. 

c. demand. 

d. income. 

Figure 2 

Arturo’s Production Possibilities Frontier Dina’s Production Possibilities Frontier 

  

21.Refer to Figure 2.  Arturo’s opportunity cost of one burrito is  

a. 3/4 taco and Dina’s opportunity cost of one burrito is 1/2 taco. 

b. 3/4 taco and Dina’s opportunity cost of one burrito is 2 tacos. 

c. 4/3 tacos and Dina’s opportunity cost of one burrito is 1/2 taco. 

d. 4/3 tacos and Dina’s opportunity cost of one burrito is 2 tacos. 

22.Refer to Figure 2.  Which of the following is not correct? 

a. Arturo and Dina could each consume 100 tacos and 100 burritos without trade. 

b. Neither Arturo nor Dina could each consume 200 tacos and 200 burritos without trade. 

c. Arturo and Dina could each consume 200 tacos and 200 burritos with trade. 

d. Total consumption of burritos could not be 600 either with or without trade. 

23.Refer to Figure 2.  Arturo has an absolute advantage in the production of  

a. burritos and a comparative advantage in the production of tacos. 

b. burritos and a comparative advantage in the production of burritos. 

c. neither good and a comparative advantage in the production of tacos. 

d. neither good and a comparative advantage in the production of burritos. 
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24.Refer to Figure 2.  Dina has an absolute advantage in the production of  

a. burritos and a comparative advantage in the production of tacos. 

b. burritos and a comparative advantage in the production of burritos. 

c. neither good and a comparative advantage in the production of tacos. 

d. neither good and a comparative advantage in the production of burritos. 

25.Refer to Figure 2.  Arturo should specialize in the production of 

a. tacos and Dina should specialize in the production of burritos. 

b. burritos and Dina should specialize in the production of tacos. 

c. both goods and Dina should specialize in the production of neither good. 

d. neither good and Dina should specialize in the production of both goods. 

 

Figure 3 - Market for hamburgers in Greenville, NC 

 

26.Refer to Figure 3.  What is the equilibrium price?  

a. $0 

b. $5 

c. $7.50 

d. $10 

 

27.Refer to Figure 3.  Several new beef farms opened up in Greenville and the new equilibrium price 

was $4.  What is the equilibrium quantity?   

a. 4 burgers 

b. 6 burgers 

c. 8 burgers 

d. 10 burgers 

 

 28. Refer to question #26 and Figure 3.  When the new beef farms opened, the equilibrium price….   

a. Moved up along the demand curve. 

b. Moved down along the demand curve. 

c. Moved up along the supply curve.  

d. Moved down along the supply curve.  
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 29.  The adjustment of an equilibrium price in a market is guided by this force… 

a. The Invisible Hand 

b. The Federal Chairperson 

c. Quantitative Easing 

d. Inflation 

 30.  He wrote “A Wealth of Nations” in 1776 

a. Karl Marx 

b. Thomas Jefferson 

c. Ricardo 

d. Adam Smith 

Extra Credit 

 31.  Who was the federal chairperson before Alan Greenspan? 

a. Janet Yellen  

b. Ben Bernanke  

c. Paul Volcker  

d. Barack Obama  

 32.  Who wrote Das Kapital?  

a. Adam Smith 

b. John Maynard Keynes 

c. David Ricardo 

d. Karl Marx 

 33.  Who was Donald Trump’s Secretary of Treasury Appointment ?  

a. Steve Bannon 

b. Rex Tillerson 

c. Steve Mnuchin 

d. John Kerry 

 

 


