The supply curve for cars will be more elastic the:

Choose one answer. 

	[image: image1.wmf]
	a. greater the quantity demanded. [image: image2.png]



	

	[image: image3.wmf]
	b. longer the time interval considered. [image: image4.png]



	

	[image: image5.wmf]
	c. greater the decline in input prices. [image: image6.png]



	

	[image: image7.wmf]
	d. less able producers are to make other goods. [image: image8.png]
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Question 2 

If a 10 percent increase in the price of one good results in a decrease of 5 percent in the quantity demanded of another good, then it can be concluded that the two goods are:

Choose one answer. 

	[image: image10.wmf]
	a. complements. [image: image11.png]



	

	[image: image12.wmf]
	b. substitutes. [image: image13.png]



	

	[image: image14.wmf]
	c. independent. [image: image15.png]



	

	[image: image16.wmf]
	d. normal. [image: image17.png]
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	#
	Action
	Response
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	Raw score
	Grade

	1
	Save
	substitutes.
	09:02:43 on 15/12/10
	0
	0

	2
	Grade
	substitutes.
	09:02:43 on 15/12/10
	0
	0


Question 3 

If a 10 percent increase in the price of one good results in an increase of 5 percent in the quantity demanded of another good, then it can be concluded that the two goods are:

Choose one answer. 

	[image: image19.wmf]
	a. complements. [image: image20.png]



	

	[image: image21.wmf]
	b. substitutes. [image: image22.png]



	

	[image: image23.wmf]
	c. independent. [image: image24.png]



	

	[image: image25.wmf]
	d. normal. [image: image26.png]
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	#
	Action
	Response
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	Raw score
	Grade

	1
	Save
	complements.
	09:02:43 on 15/12/10
	0
	0

	2
	Grade
	complements.
	09:02:43 on 15/12/10
	0
	0


Question 4 

Marks: 1 

If a rational consumer is in equilibrium, then:

Choose one answer. 

	[image: image28.wmf]
	a. the marginal utility obtained from one product is equal to the marginal utility obtained from any other product. [image: image29.png]



	

	[image: image30.wmf]
	b. a reallocation of income would increase the consumer's total utility. [image: image31.png]



	

	[image: image32.wmf]
	c. the marginal utility per last dollar spent is the same for all goods consumed. [image: image33.png]



	

	[image: image34.wmf]
	d. total utility becomes zero. [image: image35.png]
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	Action
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	Raw score
	Grade

	1
	Save
	the marginal utility per last dollar spent is the same for all goods consumed.
	09:02:43 on 15/12/10
	1
	0

	2
	Save
	the marginal utility obtained from one product is equal to the marginal utility obtained from any other product.
	09:58:19 on 15/12/10
	0
	0

	3
	Grade
	the marginal utility obtained from one product is equal to the marginal utility obtained from any other product.
	09:58:19 on 15/12/10
	0
	0


Question 5 

Which is not characteristic of a product with relatively inelastic demand?

Choose one answer. 

	[image: image37.wmf]
	a. The good is regarded by consumers as a necessity. [image: image38.png]



	

	[image: image39.wmf]
	b. There are a large number of good substitutes for the good. [image: image40.png]



	

	[image: image41.wmf]
	c. Buyers spend a small percentage of their total income on the product. [image: image42.png]



	

	[image: image43.wmf]
	d. Consumers have had only a short time period to adjust to changes in price. [image: image44.png]
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Question 6 

Marks: 1 

Answer the next question(s) based on the table below showing the marginal utility schedules for product X and product Y for a hypothetical consumer. The price of product X is $4 and the price of product Y is $2. The income of the consumer is $20.

[image: image46.png]Froduct & Froduct I

Quantity N
1 72 1
2 3 2 B
3 24 3 16
4 20 4 12
5 16 5 H




Reference: REF 21-44


Refer to the above table. If the consumer can only buy product X, how much will the consumer buy and what will be the total utility?

Choose one answer. 

	[image: image47.wmf]
	a. 4X and 20 [image: image48.png]



	

	[image: image49.wmf]
	b. 4X and 104 [image: image50.png]



	

	[image: image51.wmf]
	c. 5X and 16 [image: image52.png]



	

	[image: image53.wmf]
	d. 5X and 120 [image: image54.png]
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	1
	Save
	5X and 120
	09:14:17 on 15/12/10
	1
	0

	2
	Grade
	5X and 120
	09:14:17 on 15/12/10
	1
	1


Question 7 

Marks: 1 

The substitution effect:

Choose one answer. 

	[image: image56.wmf]
	a. is generally so weak that its effect cannot be predicted. [image: image57.png]



	

	[image: image58.wmf]
	b. for an increase in the relative price of a good is sometimes positive, but sometimes negative. [image: image59.png]



	

	[image: image60.wmf]
	c. measures the change in the quantity demanded of a good precipitated only by a change in its relative price. [image: image61.png]



	

	[image: image62.wmf]
	d. measures the change in the quantity of a good demanded brought about by a change in real income associated with a change in the price of the good. [image: image63.png]
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Correct
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	Action
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	Raw score
	Grade

	1
	Save
	measures the change in the quantity demanded of a good precipitated only by a change in its relative price.
	09:14:17 on 15/12/10
	1
	0

	2
	Grade
	measures the change in the quantity demanded of a good precipitated only by a change in its relative price.
	09:14:17 on 15/12/10
	1
	1


Question 8 

A consumer's weekly income is $300 and the consumer buys 5 bars of chocolate per week. When income increases to $330, the consumer buys 6 bars per week. The income elasticity of demand for chocolate by this consumer is about:

Choose one answer. 

	[image: image65.wmf]
	a. 0. [image: image66.png]



	

	[image: image67.wmf]
	b. .5. [image: image68.png]



	

	[image: image69.wmf]
	c. 1. [image: image70.png]



	

	[image: image71.wmf]
	d. 2. [image: image72.png]
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	Raw score
	Grade

	1
	Save
	.5.
	09:14:17 on 15/12/10
	0
	0

	2
	Grade
	.5.
	09:14:17 on 15/12/10
	0
	0


Question 9 

If the price elasticity of demand for a good is .75, the demand for the good can be described as:

Choose one answer. 

	[image: image74.wmf]
	a. normal. [image: image75.png]



	

	[image: image76.wmf]
	b. elastic. [image: image77.png]



	

	[image: image78.wmf]
	c. inferior. [image: image79.png]



	

	[image: image80.wmf]
	d. inelastic. [image: image81.png]
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	Raw score
	Grade

	1
	Save
	inelastic.
	09:14:17 on 15/12/10
	0
	0

	2
	Grade
	inelastic.
	09:14:17 on 15/12/10
	0
	0


Question 10 

Total revenue falls as the price of a good increases if price elasticity of demand is:

Choose one answer. 

	[image: image83.wmf]
	a. elastic. [image: image84.png]



	

	[image: image85.wmf]
	b. inelastic. [image: image86.png]



	

	[image: image87.wmf]
	c. unitary elastic. [image: image88.png]



	

	[image: image89.wmf]
	d. perfectly elastic. [image: image90.png]
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Question 11 

Marks: 1 
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Reference: NewREF 21-29


Refer to the above table. What is the marginal utility of the fourth unit?

Choose one answer. 

	[image: image93.wmf]
	a. 36 [image: image94.png]



	

	[image: image95.wmf]
	b. 44 [image: image96.png]



	

	[image: image97.wmf]
	c. 80 [image: image98.png]
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	d. 116 [image: image100.png]
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	1
	Save
	44
	09:19:29 on 15/12/10
	1
	0

	2
	Grade
	44
	09:19:29 on 15/12/10
	1
	1


Question 12 

Marks: 1 
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Reference: NewREF 21-29


Refer to the above table. At what consumption level for this product does diminishing marginal utility set in?

Choose one answer. 

	[image: image103.wmf]
	a. 4 units [image: image104.png]



	

	[image: image105.wmf]
	b. 5 units [image: image106.png]



	

	[image: image107.wmf]
	c. 6 units [image: image108.png]



	

	[image: image109.wmf]
	d. 7 units [image: image110.png]
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	Raw score
	Grade

	1
	Save
	7 units
	09:19:29 on 15/12/10
	1
	0

	2
	Grade
	7 units
	09:19:29 on 15/12/10
	1
	1


Question 13 

Marks: 1 

The fact that an ounce of gold is priced higher than an ounce of chocolate suggests that:

Choose one answer. 

	[image: image112.wmf]
	a. the marginal utility of the last unit of gold consumed is greater than the marginal utility of the last unit of chocolate consumed. [image: image113.png]



	

	[image: image114.wmf]
	b. the total utility of gold is greater than the total utility of chocolate. [image: image115.png]



	

	[image: image116.wmf]
	c. gold is a normal good while chocolate is an inferior good. [image: image117.png]



	

	[image: image118.wmf]
	d. there are many substitutes for chocolate, but few for gold. [image: image119.png]
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	Raw score
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	1
	Save
	the total utility of gold is greater than the total utility of chocolate.
	09:19:29 on 15/12/10
	0
	0

	2
	Grade
	the total utility of gold is greater than the total utility of chocolate.
	09:19:29 on 15/12/10
	0
	0


Question 14 

Marks: 1 

Which statement is valid based on utility theory?

Choose one answer. 

	[image: image121.wmf]
	a. Marginal utility is positive when total utility is increasing. [image: image122.png]



	

	[image: image123.wmf]
	b. Marginal utility is positive when total utility is decreasing. [image: image124.png]



	

	[image: image125.wmf]
	c. Marginal utility is negative when total utility is increasing. [image: image126.png]



	

	[image: image127.wmf]
	d. Marginal utility is zero when total utility is decreasing. [image: image128.png]
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	1
	Save
	Marginal utility is negative when total utility is increasing.
	09:19:29 on 15/12/10
	0
	0

	2
	Grade
	Marginal utility is negative when total utility is increasing.
	09:19:29 on 15/12/10
	0
	0


Question 15 

[image: image130.png]



Reference: Ref 20-46


Consider the above parallel demand curves. Which curve is relatively more elastic at P1?

Choose one answer. 

	[image: image131.wmf]
	a. AA [image: image132.png]



	

	[image: image133.wmf]
	b. BB [image: image134.png]



	

	[image: image135.wmf]
	c. Cannot be determined. [image: image136.png]



	

	[image: image137.wmf]
	d. Both have the same slope; therefore both have the same elasticity. [image: image138.png]
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	1
	Save
	Cannot be determined.
	09:19:29 on 15/12/10
	0
	0

	2
	Grade
	Cannot be determined.
	09:19:29 on 15/12/10
	0
	0


Question 16 

Marks: 1 

Answer the next question(s) based on the table below showing the marginal utility schedules for product X and product Y for a hypothetical consumer. The price of product X is $4 and the price of product Y is $2. The income of the consumer is $20.

[image: image140.png]Froduct & Froduct I

Quantity N
1 72 1
2 3 2 B
3 24 3 16
4 20 4 12
5 16 5 H




Reference: REF 21-44


Refer to the above table. When the consumer purchases the utility-maximizing combination of product X and product Y, total utility will be:

Choose one answer. 

	[image: image141.wmf]
	a. 72. [image: image142.png]



	

	[image: image143.wmf]
	b. 84. [image: image144.png]



	

	[image: image145.wmf]
	c. 136. [image: image146.png]



	

	[image: image147.wmf]
	d. 156. [image: image148.png]
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	1
	Save
	156.
	09:24:56 on 15/12/10
	1
	0

	2
	Grade
	156.
	10:00:17 on 15/12/10
	1
	1


Question 17 

Marks: 1 

Answer the next question(s) based on the table below showing the marginal utility schedules for product X and product Y for a hypothetical consumer. The price of product X is $4 and the price of product Y is $2. The income of the consumer is $20.

[image: image150.png]Froduct & Froduct I
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Reference: REF 21-44


Refer to the above table. If the consumer buys both product X and product Y, how much will the consumer buy of each to maximize utility?

Choose one answer. 

	[image: image151.wmf]
	a. 4X and 2Y [image: image152.png]



	

	[image: image153.wmf]
	b. 3X and 4Y [image: image154.png]



	

	[image: image155.wmf]
	c. 4X and 3Y [image: image156.png]



	

	[image: image157.wmf]
	d. 5X and 3Y [image: image158.png]



	


Make comment or override grade
Correct

Marks for this submission: 1/1.

History of Responses: 

	#
	Action
	Response
	Time
	Raw score
	Grade

	1
	Save
	3X and 4Y
	09:24:56 on 15/12/10
	1
	0

	2
	Grade
	3X and 4Y
	10:00:17 on 15/12/10
	1
	1


Question 18 

Marks: 1 

The total utility of a product is calculated by:

Choose one answer. 

	[image: image160.wmf]
	a. summing the marginal utility from the first unit of a product that is consumed and the last unit of a product that is consumed. [image: image161.png]



	

	[image: image162.wmf]
	b. multiplying the marginal utility of a unit of the product consumed times the average quantity consumed. [image: image163.png]



	

	[image: image164.wmf]
	c. summing the marginal utilities for each successive unit of the product that is consumed. [image: image165.png]



	

	[image: image166.wmf]
	d. multiplying price times quantity and dividing by the marginal utility. [image: image167.png]
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	1
	Save
	summing the marginal utilities for each successive unit of the product that is consumed.
	09:28:01 on 15/12/10
	1
	0

	2
	Grade
	summing the marginal utilities for each successive unit of the product that is consumed.
	10:00:17 on 15/12/10
	1
	1


Question 19 

Marks: 1 

The utility of a specific product:

Choose one answer. 

	[image: image169.wmf]
	a. is determined by consumer income. [image: image170.png]



	

	[image: image171.wmf]
	b. is determined by the price of the product. [image: image172.png]



	

	[image: image173.wmf]
	c. varies from person to person using the product. [image: image174.png]



	

	[image: image175.wmf]
	d. is constant from person to person using the product. [image: image176.png]
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	1
	Save
	is determined by the price of the product.
	09:52:31 on 15/12/10
	0
	0

	2
	Grade
	is determined by the price of the product.
	10:00:17 on 15/12/10
	0
	0


Question 20 

An inferior good is best defined as a product for which the:

Choose one answer. 

	[image: image178.wmf]
	a. cross elasticity of demand is negative. [image: image179.png]



	

	[image: image180.wmf]
	b. income elasticity of demand is negative. [image: image181.png]



	

	[image: image182.wmf]
	c. cross elasticity of demand is zero. [image: image183.png]



	

	[image: image184.wmf]
	d. income elasticity of demand is zero. [image: image185.png]
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The price of diamonds is substantially greater than the price of water because:

Choose one answer. 

	[image: image187.wmf]
	a. the total utility of water is greater than the total utility of diamonds. [image: image188.png]



	

	[image: image189.wmf]
	b. the total utility of diamonds is greater than the total utility of water. [image: image190.png]



	

	[image: image191.wmf]
	c. the marginal utility of the last unit of a diamond is significantly greater than the marginal utility of the last unit of a gallon of water. [image: image192.png]



	

	[image: image193.wmf]
	d. the marginal utility of the last unit of a diamond is significantly less than the marginal utility of the last unit of a gallon of water. [image: image194.png]
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	1
	Save
	the marginal utility of the last unit of a diamond is significantly greater than the marginal utility of the last unit of a gallon of water.
	09:33:51 on 15/12/10
	1
	0

	2
	Grade
	the marginal utility of the last unit of a diamond is significantly greater than the marginal utility of the last unit of a gallon of water.
	09:33:51 on 15/12/10
	1
	1


Question 22 

Marks: 1 
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Reference: NewREF 21-29


Refer to the above table. The addition of which unit has the greatest marginal utility?

Choose one answer. 

	[image: image197.wmf]
	a. fifth [image: image198.png]



	

	[image: image199.wmf]
	b. sixth [image: image200.png]



	

	[image: image201.wmf]
	c. seventh [image: image202.png]



	

	[image: image203.wmf]
	d. eighth [image: image204.png]
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	1
	Save
	sixth
	09:33:51 on 15/12/10
	1
	0

	2
	Grade
	sixth
	09:33:51 on 15/12/10
	1
	1


Question 23 
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Reference: Ref 20-63


Refer to the above graph. When the quantity of product X increases from 14,000 to 16,000, the price elasticity of demand for product X is:

Choose one answer. 

	[image: image207.wmf]
	a. elastic. [image: image208.png]



	

	[image: image209.wmf]
	b. inelastic. [image: image210.png]



	

	[image: image211.wmf]
	c. unit-elastic. [image: image212.png]



	

	[image: image213.wmf]
	d. perfectly inelastic. [image: image214.png]
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Question 24 

A straight-line downward-sloping demand curve has a price elasticity of demand which:

Choose one answer. 

	[image: image216.wmf]
	a. decreases as price decreases. [image: image217.png]



	

	[image: image218.wmf]
	b. increases as price decreases. [image: image219.png]



	

	[image: image220.wmf]
	c. is zero at all prices. [image: image221.png]



	

	[image: image222.wmf]
	d. is unitary at all prices. [image: image223.png]
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Marks: 1 

Suppose next year football tickets at your university are given away and there are still empty seats for all games. Ignoring all other costs of going to the game, you should attend until your:

Choose one answer. 

	[image: image225.wmf]
	a. total utility begins to decline. [image: image226.png]



	

	[image: image227.wmf]
	b. average utility becomes negative. [image: image228.png]



	

	[image: image229.wmf]
	c. average utility begins to decline. [image: image230.png]



	

	[image: image231.wmf]
	d. marginal utility begins to decline. [image: image232.png]
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26 

Marks: 1 

Which statement is false?

Choose one answer. 

	[image: image234.wmf]
	a. The substitution effect measures the change in the quantity demanded of a good brought about only by a change in its relative price. [image: image235.png]



	

	[image: image236.wmf]
	b. The income effect for a change in the price of any normal good offsets the substitution effect, so the demand curve is positively sloped. [image: image237.png]



	

	[image: image238.wmf]
	c. The income effect shows a change in the real income associated with a change in the price of a good. [image: image239.png]



	

	[image: image240.wmf]
	d. The income effect of a normal good will reinforce its substitution effect. [image: image241.png]
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	1
	Save
	The income effect for a change in the price of any normal good offsets the substitution effect, so the demand curve is positively sloped.
	09:40:07 on 15/12/10
	1
	0

	2
	Grade
	The income effect for a change in the price of any normal good offsets the substitution effect, so the demand curve is positively sloped.
	09:40:07 on 15/12/10
	1
	1


Question 27 

Marks: 1 

(Consider This) The marginal utility of a second newspaper taken from a newspaper vending machine is:

Choose one answer. 

	[image: image243.wmf]
	a. constant. [image: image244.png]



	

	[image: image245.wmf]
	b. increasing. [image: image246.png]



	

	[image: image247.wmf]
	c. close to zero. [image: image248.png]



	

	[image: image249.wmf]
	d. close to one. [image: image250.png]
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	1
	Save
	close to one.
	09:53:18 on 15/12/10
	0
	0

	2
	Grade
	close to one.
	09:53:18 on 15/12/10
	0
	0


Question 28 

Marks: 1 

Which best expresses the law of diminishing marginal utility?

Choose one answer. 

	[image: image252.wmf]
	a. The more consumption of a product, the smaller is the total and marginal utility from the consumption. [image: image253.png]



	

	[image: image254.wmf]
	b. The less consumption of a product, the greater is the total and marginal utility of the consumption. [image: image255.png]



	

	[image: image256.wmf]
	c. The more consumption of a product, the smaller is the marginal utility from consuming an additional unit. [image: image257.png]



	

	[image: image258.wmf]
	d. The more consumption of a product, the smaller is the total and marginal utility from the consumption. [image: image259.png]
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	Raw score
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	1
	Save
	The more consumption of a product, the smaller is the marginal utility from consuming an additional unit.
	09:40:07 on 15/12/10
	1
	0

	2
	Grade
	The more consumption of a product, the smaller is the marginal utility from consuming an additional unit.
	09:40:07 on 15/12/10
	1
	1


Question 29 

Marks: 1 

The table below shows the marginal-utility schedules for goods A and B for a hypothetical consumer. The price of good A is $1 and the price of good B is $2. The income of the consumer is $11.
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Reference: REF 21-70 (REF21060)


Refer to the above table. To maximize utility, the consumer will buy:

Choose one answer. 

	[image: image262.wmf]
	a. 3 A and 5 B. [image: image263.png]



	

	[image: image264.wmf]
	b. 5 A and 6 B. [image: image265.png]



	

	[image: image266.wmf]
	c. 5 A and 3 B. [image: image267.png]



	

	[image: image268.wmf]
	d. 6 A and 4 B. [image: image269.png]
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	#
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	Raw score
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	1
	Save
	5 A and 3 B.
	09:40:07 on 15/12/10
	1
	0

	2
	Grade
	5 A and 3 B.
	09:40:07 on 15/12/10
	1
	1


Question 30 

[image: image271.png]



Reference: Ref 20-67


Consider the demand curve above. If area 0ABC is smaller than area 0DEF , we may conclude that demand in this range is:

Choose one answer. 

	[image: image272.wmf]
	a. price-inelastic. [image: image273.png]



	

	[image: image274.wmf]
	b. income-inelastic. [image: image275.png]



	

	[image: image276.wmf]
	c. price-elastic. [image: image277.png]



	

	[image: image278.wmf]
	d. income-elastic. [image: image279.png]



	


Make comment or override grade
Show all questions on one page
Question 31 

Marks: 1 

Given that MUx/Px > MUy/Py, consumers who spend all of their income on these two goods can:

Choose one answer. 

	[image: image281.wmf]
	a. maximize total utility but not marginal utility. [image: image282.png]



	

	[image: image283.wmf]
	b. maximize marginal utility but not total utility. [image: image284.png]



	

	[image: image285.wmf]
	c. increase total utility by buying more of y and less of x. [image: image286.png]



	

	[image: image287.wmf]
	d. increase total utility by buying more of x and less of y. [image: image288.png]
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	1
	Save
	increase total utility by buying more of x and less of y.
	09:42:17 on 15/12/10
	1
	0

	2
	Grade
	increase total utility by buying more of x and less of y.
	09:42:17 on 15/12/10
	1
	1


Question 32 

Marks: 1 

Assume that A and B are both priced at $1 per unit and that Mary has $10 to spend on A and B. She buys 6 units of A and 4 units of B. The marginal utility of A is 12 and the marginal utility of B is 8. This indicates that:

Choose one answer. 

	[image: image290.wmf]
	a. Mary is in equilibrium. [image: image291.png]



	

	[image: image292.wmf]
	b. given another dollar, Mary should buy an additional unit of B. [image: image293.png]



	

	[image: image294.wmf]
	c. in order to maximize utility, Mary should buy more of B and less of A. [image: image295.png]



	

	[image: image296.wmf]
	d. in order to maximize utility, Mary should buy more of A and less of B. [image: image297.png]
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	1
	Save
	in order to maximize utility, Mary should buy more of A and less of B.
	09:57:13 on 15/12/10
	1
	0

	2
	Grade
	in order to maximize utility, Mary should buy more of A and less of B.
	09:57:13 on 15/12/10
	1
	1


Question 33 

Marks: 1 

Which statement is correct?

Choose one answer. 

	[image: image299.wmf]
	a. The income effect for a change in the price of any normal good offsets the substitution effect. [image: image300.png]



	

	[image: image301.wmf]
	b. The income effect shows a decrease in real income is associated with a decrease in the price of a good. [image: image302.png]



	

	[image: image303.wmf]
	c. The income effect of a normal good will reinforce its substitution effect. [image: image304.png]



	

	[image: image305.wmf]
	d. The substitution effect measures the increase in the quantity demanded of a good because of a decrease in the price of all other goods. [image: image306.png]
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	#
	Action
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	Time
	Raw score
	Grade

	1
	Save
	The income effect shows a decrease in real income is associated with a decrease in the price of a good.
	09:57:13 on 15/12/10
	0
	0

	2
	Save
	The income effect of a normal good will reinforce its substitution effect.
	09:59:47 on 15/12/10
	1
	0

	3
	Grade
	The income effect of a normal good will reinforce its substitution effect.
	09:59:47 on 15/12/10
	1
	1


Question 34 

Marks: 1 

Which is a dimension or assumption of the marginal-utility theory of consumer behavior?

Choose one answer. 

	[image: image308.wmf]
	a. Goods and services are free. [image: image309.png]



	

	[image: image310.wmf]
	b. The consumer has a small income. [image: image311.png]



	

	[image: image312.wmf]
	c. Each consumer has clear-cut preferences for goods and services. [image: image313.png]



	

	[image: image314.wmf]
	d. Goods and services yield continually increasing amounts of marginal utility as the consumer buys more of them. [image: image315.png]
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	#
	Action
	Response
	Time
	Raw score
	Grade

	1
	Save
	Each consumer has clear-cut preferences for goods and services.
	09:42:17 on 15/12/10
	1
	0

	2
	Grade
	Each consumer has clear-cut preferences for goods and services.
	09:42:17 on 15/12/10
	1
	1


Question 35 

Marks: 1 

A consumer has two basic choices: rent a DVD movie for $4.00 and spend 2 hours of time watching it or spend $20 for dinner at a restaurant that takes 1 hour of time. If the marginal utilities of the movie and the dinner are the same, and the consumer values time at $12 an hour, the rational consumer will most likely:

Choose one answer. 

	[image: image317.wmf]
	a. rent more movies and buy fewer restaurant dinners. [image: image318.png]



	

	[image: image319.wmf]
	b. buy more restaurant dinners and rent fewer movies. [image: image320.png]



	

	[image: image321.wmf]
	c. buy fewer restaurant dinners and rent fewer movies. [image: image322.png]



	

	[image: image323.wmf]
	d. make no change in the consumption of both. [image: image324.png]
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36 

[image: image326.png]



Reference: REF 20-30


Over the $5-$6 range, demand is:

Choose one answer. 

	[image: image327.wmf]
	a. one. [image: image328.png]



	

	[image: image329.wmf]
	b. zero. [image: image330.png]



	

	[image: image331.wmf]
	c. elastic. [image: image332.png]



	

	[image: image333.wmf]
	d. inelastic. [image: image334.png]
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Marks: 1 

After eating four slices of pizza, you are offered a fifth slice. You turn down the slice. Your refusal indicates that the:

Choose one answer. 

	[image: image336.wmf]
	a. marginal utility for pizza slices is negative. [image: image337.png]



	

	[image: image338.wmf]
	b. total utility for pizza slices is negative. [image: image339.png]



	

	[image: image340.wmf]
	c. marginal utility is positive for the fourth slice and negative for the fifth slice. [image: image341.png]



	

	[image: image342.wmf]
	d. total utility was positive for the fourth slice and negative for the fifth slice. [image: image343.png]
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	#
	Action
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	Raw score
	Grade

	1
	Save
	total utility was positive for the fourth slice and negative for the fifth slice.
	09:46:10 on 15/12/10
	0
	0

	2
	Grade
	total utility was positive for the fourth slice and negative for the fifth slice.
	09:46:10 on 15/12/10
	0
	0


Question 38 

When the price of a product is increased 10 percent, the quantity demanded decreases 15 percent. In this range of prices, demand for this product is:

Choose one answer. 

	[image: image345.wmf]
	a. elastic. [image: image346.png]



	

	[image: image347.wmf]
	b. inelastic. [image: image348.png]



	

	[image: image349.wmf]
	c. cross-elastic. [image: image350.png]



	

	[image: image351.wmf]
	d. unitary elastic. [image: image352.png]
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Marks: 1 

Total utility is best defined by which of the following?

Choose one answer. 

	[image: image354.wmf]
	a. the change in marginal utility multiplied by the price of a product [image: image355.png]



	

	[image: image356.wmf]
	b. the maximum amount of satisfaction from consuming a product [image: image357.png]



	

	[image: image358.wmf]
	c. the total satisfaction received from consuming a particular amount of a product [image: image359.png]



	

	[image: image360.wmf]
	d. the additional satisfaction received from consuming one more unit of a product [image: image361.png]
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	Raw score
	Grade

	1
	Save
	the total satisfaction received from consuming a particular amount of a product
	09:46:10 on 15/12/10
	1
	0

	2
	Grade
	the total satisfaction received from consuming a particular amount of a product
	09:46:10 on 15/12/10
	1
	1


Question 40 

Marks: 1 

The satisfaction or pleasure one gets from consuming a good or service is:

Choose one answer. 

	[image: image363.wmf]
	a. price. [image: image364.png]



	

	[image: image365.wmf]
	b. utility. [image: image366.png]



	

	[image: image367.wmf]
	c. consumption. [image: image368.png]



	

	[image: image369.wmf]
	d. preferences. [image: image370.png]
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41 

Which is not a determinant of the price elasticity of demand for most products?

Choose one answer. 

	[image: image372.wmf]
	a. the slope of the demand curve for a product [image: image373.png]



	

	[image: image374.wmf]
	b. the number of good substitutes available for the product [image: image375.png]



	

	[image: image376.wmf]
	c. the proportion of most consumers' budget spent on the product [image: image377.png]



	

	[image: image378.wmf]
	d. the amount of time consumers have to adjust their purchases of a product to a change in its price [image: image379.png]
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[image: image381.png]



Reference: Ref 20-119


What is the price elasticity of supply between points A and B above?

Choose one answer. 

	[image: image382.wmf]
	a. 1 [image: image383.png]



	

	[image: image384.wmf]
	b. 3 [image: image385.png]



	

	[image: image386.wmf]
	c. -1 [image: image387.png]



	

	[image: image388.wmf]
	d. 1/3 [image: image389.png]
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[image: image391.png]



Reference: Ref 20-39


Which demand curve above is relatively more elastic between P1 and P2?

Choose one answer. 

	[image: image392.wmf]
	a. D1 [image: image393.png]



	

	[image: image394.wmf]
	b. D2 [image: image395.png]



	

	[image: image396.wmf]
	c. D3 [image: image397.png]



	

	[image: image398.wmf]
	d. D4 [image: image399.png]
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Question 44 

Marks: 1 

Other things being equal, demand is likely to be inelastic if the marginal utility of a product:

Choose one answer. 

	[image: image401.wmf]
	a. increases slowly as additional units are consumed. [image: image402.png]



	

	[image: image403.wmf]
	b. increases rapidly as additional units are consumed. [image: image404.png]



	

	[image: image405.wmf]
	c. decreases slowly as additional units are consumed. [image: image406.png]



	

	[image: image407.wmf]
	d. decreases rapidly as additional units are consumed. [image: image408.png]
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Question 45 

Block's sells 500 bottles of perfume a month when the price is $7. A huge increase in resource costs causes price to rise to $9 and Block's only manages to sell 460 bottles of perfume. The price elasticity of demand is:

Choose one answer. 

	[image: image410.wmf]
	a. .33 and elastic. [image: image411.png]



	

	[image: image412.wmf]
	b. -3.0 and elastic. [image: image413.png]



	

	[image: image414.wmf]
	c. -.33 and inelastic. [image: image415.png]



	

	[image: image416.wmf]
	d. -3.0 and inelastic. [image: image417.png]
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