Practice Questions – Chap. 6 


Figure 6-2
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1.
Refer to Figure 6-2. Which of the following statements is correct?

a.
A price ceiling set at $12 would be binding, but a price ceiling set at $8 would not be binding.

b.
A price floor set at $8 would be binding, but a price ceiling set at $8 would not be binding.

c.
A price ceiling set at $9 would result in an excess supply.

d.
A price floor set at $11 would result in a surplus.


2.
Refer to Figure 6-2. If the government imposes a price floor of $14 in this market, the result would be a

a.
surplus of 20.

b.
surplus of 40.

c.
shortage of 20.

d.
shortage of 40.


3.
Refer to Figure 6-2. If the government imposes a price ceiling of $8 in this market, the result would be a

a.
surplus of 10.

b.
surplus of 20.

c.
shortage of 10.

d.
shortage of 20.


4.
Which of the following is the most correct statement about tax burdens?

a.
A tax burden falls most heavily on the side of the market that is more elastic.

b.
A tax burden falls most heavily on the side of the market that is less elastic.

c.
A tax burden falls most heavily on the side of the market that is closer to unit elastic.

d.
A tax burden is distributed independently of relative elasticities of supply and demand.


5.
At a minimum wage that exceeds the equilibrium wage,

a.
the quantity demanded of labor will exceed the quantity supplied.

b.
the quantity supplied of labor will exceed the quantity demanded.

c.
the minimum wage will not be binding.

d.
the market for skilled workers is affected, but the market for unskilled workers remains unaffected.

Figure 6-8
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6.
Refer to Figure 6-8. As the figure is drawn, who sends the tax payments to the government?

a.
the buyers

b.
the sellers

c.
A portion of the tax payments is sent by the buyers and the remaining portion is sent by the sellers.

d.
The question of who sends the tax payments cannot be determined from the figure.


7.
Refer to Figure 6-8. The effective price that buyers pay after the tax is imposed is

a.
$8.

b.
$6.

c.
$5.

d.
$3.


8.
Refer to Figure 6-8. The price that sellers receive after the tax is imposed is

a.
$8.

b.
$6.

c.
$5.

d.
$3.


9.
Refer to Figure 6-8. The amount of the tax per unit is 

a.
$1.

b.
$2.

c.
$3.

d.
$5.


10.
Which is the most correct statement about the burden of a tax imposed on buyers of sugar?

a.
Buyers bear the entire burden of the tax.

b.
Sellers bear the entire burden of the tax.

c.
Buyers and sellers share the burden of the tax.

d.
The government bears the entire burden of the tax.

ANSWERS:

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

