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1. If the price of tea increases and the demand for sugar decreases, then 

A. tea and sugar are complements. 

B. tea is a normal good and sugar is inferior. 

C. tea and sugar are substitutes. 

D. tea is an inferior goods and sugar is normal. 

E. tea and sugar are unrelated to each other. 

2. If the demand for a good increases as consumer incomes rise, the good is termed (n) 

A. inferior good. 

B. complement good. 

C. normal good. 

D. substitute good. 

E. typical good. 

3. An increase in the demand for coal with no concurrent change in the supply of coal will result in a ________ equilibrium price and a(n) ________ equilibrium quantity. 

A. higher; lower. 

B. lower; lower. 

C. higher; unchanged. 

D. higher; higher. 

E. lower; higher. 

4. When a firm pollutes, 

A. markets will be efficient. 

B. the output level is socially optimal. 

C. the Smart-For-One-is-Sometimes-Dumb-for-All Principle does not hold. 

D. the output level is above the socially optimal level. 

E. the output level is below the socially optimal level. 

5. If a complement for your product arises in price, it will _________ for your product. 

A. decrease demand. 

B. decrease quantity demanded. 

C. increase demand. 

D. increase quantity demanded. 

E. not affect quantity demanded. 

6. As the price of cookies increases, firms that produce cookies will 

A. increase the supply of cookies. 

B. increase the quantity of cookies supplied. 

C. decrease the supply of cookies. 

D. decrease the quantity of cookies supplied. 

E. leave their production unchanged. 

7. Which of the following would not shift the supply curve for Pentium III processors? 

A. A decrease in the price of silicon wafers. 

B. An increase in the demand for Pentium III processors. 

C. An improvement in the technology used to make processors. 

D. An increase in the wage rate paid to "clean room" workers. 

E. An earthquake centered in Silicon Valley. 

8. If the full marginal costs of producing a certain good are greater than the seller's marginal costs, then 

A. the market will produce the socially optimal outcome. 

B. the equilibrium price will reflect the true cost of production. 

C. too little of the good will be produced. 

D. too much of the good will be produced. 

E. the total economic surplus will be maximized. 

9. Suppose we know two facts: first, the market for hair restoring tonics experiences chronic shortages and second, government sets the price of hair restoring tonics. We can conclude 

A. government has set the price above the equilibrium price. 

B. government has set the price at the equilibrium price. 

C. government has set the price below the equilibrium price. 

D. government has set the price appropriately to aid the poor. 

E. firms are not manufacturing enough hair restoring tonics. 
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