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PASS Questions 

	Chapter 1


1. If the total benefits of watching 1,2, and 3 baseball games on TV are 100, 120, and 125 then the marginal benefits are

A. 100,120, and 125.

B. 100, 20, and 5.

C. 100, 609, and 41.67.

D. 100, 240, and 375.

E. 100, 10, and -30.

2. The concept of scarcity applies equally to Bill Gates and a homeless person because

A. both have the same legal rights protected by the US constitution

B. they have the same access to the markets for goods and services
C. there are only 24 hours in the day for both of them

D. they are both consumers

E. bother must breather air in order to live

3. Maria spends her afternoon at the beach, paying $2 to rent a beach umbrella and $10 for food and drinks rather than spending an equal amount of money to go to a movie. The opportunity cost of going to the beach is

A. zero, because the money she spent was for food, drinks and an umbrella rather than to enter the beach

B. the $12 she spent on the umbrella, food and drinks

C. only $2 because she would have spent the money on food and drinks whether or not she went to the beach

D. the movie she missed seeing

E. the movie she missed seeing plus the $12 she spent on the umbrella food and drinks

4. Samantha has estimated that with a college degree she will be able to earn an additional $40,000 of income annually. The cost of attending a state university is $25,000, while a private university costs $40,000 (all estimates are calculated in current dollars). Samantha would make a rational decision if she chooses to attend

A. the private university, but not the state university

B. the state university, but not the private university

C. neither the state nor the private university

D. either the state or the private university

E. any university regardless of the cost of income

5. Jenna decides to see a movie that costs $7 for the ticket and has an opportunity cost of $20. After the movie, she says to one of her friends that the movie was not worth it. Apparently,

A. Jenna failed to apply the cost-benefit model to her decision. 

B. Jenna was not rational

C. the economic model of cost-benefit analysis failed 

D. Jenna overestimated the benefits of the movie. 

F. this proves the limitations of economic models, specifically the cost-benefit principle.

6. Steve has estimated that the marginal benefit of studying an additional hour of economics (instead of biology) is an increase of 15 points on the weekly test and the marginal cost is a decrease of 10 points on his weekly biology test. Applying the optimal quantity rule to maximize his test scores, he should

A. not study the additional hour of economics, but rather should study an additional hour of biology. 

B. study the additional hour of economics, but no more than one additional hour. 

C. not study the additional hour of economics, but rather should study an additional one-and-one-half hours of biology.

D. study the additional hour of economics, plus some additional time studying economics.

E. not study economics nor biology.

	PASS Questions Chapter 3


1. Jane can produce 50 pizzas or 100 hamburgers per day, while Sam can produce 30 pizzas or 90 hamburgers per day. Jane has an:

A. absolute advantage in the production of pizzas, but not hamburgers, and has a comparative advantage in the production of pizzas.

B. absolute advantage in the production of hamburgers, but not pizzas, and has a comparative advantage in the production of hamburgers.

C. absolute advantage in the production of hamburgers, and pizzas, as well as a comparative advantage in the production of hamburgers.

D. absolute advantage in the production of hamburgers, and pizzas, as well as a comparative advantage in the production of pizzas.

E. absolute advantage in the production of hamburgers, and pizzas, as well as a comparative advantage in the production of hamburgers and pizzas.

2. When each individual concentrates on performing the tasks and producing the goods for which he or she has the lowest opportunity cost, they are producing in accordance with the principle of

A. increasing opportunity cost. 

B. decreasing opportunity cost. 

C. comparative advantage. 

D. scarcity 

E. low-hanging fruit.

3. Production possibilities curves are downward sloping, reflecting the principle of

A. scarcity.

B. comparative advantage. 

C. increasing opportunity cost. 

D. absolute advantage. 

E. low-hanging-fruit.

4. According to the Low-Hanging-Fruit Principle, in expanding production of a good, you should first employ those resources

A. where you have comparative advantage.

B. where you have absolute advantage.

C. with the highest opportunity cost.

D. with the lowest opportunity cost.

E. that have the lowest price.

5. If a given production combination is known to be attainable, then it must be

A. on the production possibilities curve.

B. beyond the production possibilities curve.

C. an efficient point.

D. an inefficient point.

E. either an inefficient or efficient point.

6. According to the textbook, the largest factor explaining the variance in the performance of the economies of the world is the

A. degree of specialization.

B. size of government.

C. location of the country.

D. type of government.

E. amount of average rainfall.
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