Practice Questions – Ch. 4



1.
Each of the following is a determinant of demand except
a.
tastes.

b.
technology.

c.
expectations.

d.
the prices of related goods.


2.
Currently you purchase 6 packages of hot dogs a month. You will graduate from college in December and you will start a new job in January. You have no plans to purchase hot dogs in January. For you, hot dogs are

a.
a substitute good.

b.
a normal good.

c.
an inferior good.

d.
a law-of-demand good.


3.
Two goods are complements if a decrease in the price of one good

a.
decreases the quantity demanded of the other good.

b.
decreases the demand for the other good.

c.
increases the quantity demanded of the other good.

d.
increases the demand for the other good.

Figure 4-1
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4.
Refer to Figure 4-1. The movement from point A to point B on the graph would be caused by

a.
an increase in price.

b.
a decrease in price.

c.
a decrease in the price of a substitute good.

d.
an increase in income.


5.
Which of the following changes would not shift the demand curve for a good or service?

a.
a change in income

b.
a change in the price of the good or service

c.
a change in expectations about the future price of the good or service

d.
a change in the price of a related good or service


6.
When we compare an increase in supply with an increase in quantity supplied, we know that

a.
the former is depicted by a movement along the supply curve and the latter is depicted by a shift of the curve.

b.
the former could be caused by a decrease in input costs and the latter would be caused by an increase in the price of the good.

c.
both are always caused by a change in demand.

d.
both are always caused by a change in the number of market participants.


7.
The unique point at which the supply and demand curves intersect is called

a.
market harmony.

b.
coincidence.

c.
cohesion.

d.
equilibrium.


8.
Wheat is the main input in the production of flour. If the price of wheat decreases, all else equal, we would expect the

a.
demand for flour to increase.

b.
demand for flour to decrease.

c.
supply of flour to increase.

d.
supply of flour to decrease.


9.
Suppose roses are currently selling for $40.00 per dozen, while the equilibrium price of roses is $30.00 per dozen. We would expect a

a.
shortage to exist and the market price of roses to increase.

b.
shortage to exist and the market price of roses to decrease.

c.
surplus to exist and the market price of roses to increase.

d.
surplus to exist and the market price of roses to decrease.


10.
Which of the following sets of events would most likely cause an increase in the price of a new house?

a.
higher wages for carpenters, higher wood prices, increases in consumer incomes, higher apartment rents, increases in population and expectations of higher house prices in the future

b.
lower wages for carpenters, lower wood prices, increases in consumer incomes, higher apartment rents, increases in population and expectations of higher house prices in the future

c.
lower wages for carpenters, higher wood prices, decreases in consumer incomes, higher apartment rents, decreases in population and expectations of higher house prices in the future

d.
higher wages for carpenters, lower wood prices, decreases in consumer incomes, lower apartment rents, decreases in population and expectations of lower house prices in the future

ANSWERS:

1=B, 2=C, 3=D, 4=B, 5=B, 6=B, 7=D, 8=C, 9=D, 10=A

