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If an externality is present in a market, economicvefﬁciency may be enhanced by (A)
increased competition (B)weakening property rights (C)better informed market participants

(D)government intervention (E)All of the above are correct.

Governments can improve market outcomes for (A) public goods but not common resources
(B) common resources but not public goods (C) both public goods and common resources (D)
neither public goods nor common resources (E) None of the above is correct.

A streetlight on the high way is a (A)private good (B) natural monopoly (C)common resource
(D)public good (E) None of the above is correct.

An economy’s production possibilities frontier (PPF) is also its consumption possibilities
frontier (A) under all circumstances (B)under no circumstances (C)when the economy is
self-sufficient (D)when the rate of tradeoff between the two goods being produced is constant

(E) None of the above is correct.

. If a nonbinding price ceiling is imposed on a market, then the quantity sold in the market will

(A)decrease. (B)stay the same. (C)increase. (D)be ambiguous. (E)None of the above is

correct.

A consumer's willingness to pay directly measures (A)the combined welfare of buyers and
sellers (B)the extent to which advertising and other external forces have influenced the
consumer’s preferences (Cthow much a buyer values a good (D)the cost of a good to the

buyer (E)consumer surplus.

Demand for money depends on (A)price }ev¢i (B)aggregate income level (C)interest rate (D)
All of the above are correct. (E) Both answers A and B are correct.

Suppose a gardener produces both green beans and corn in her garden. If she must give up 2
bushels of corn to get 5 bushels of green beans, then her opportunity cost of 1 bushel of
green beans is (A) 2.5 bushel of corn (B) 0.4 bushels of corn (C) 2 bushels of corn (D} 10
bushels of corn (E)None of the above is correct.

To compute GDP, we add Lip (A) the wages paid to all workers (B)the costs of producing all
final goods and services. (C) the market values of all final goods and services. (D) the market

values of all final inputs. (E)Both answers A and B are correct.

The Laffer curve illustrates that, in some circumstances, the government can reduce a tax on a
good ‘and increase the (A)deadweight loss (B)government’s tax revenue (C)equilibrium

quantity (D)price paid by consumers (E)Both answers A and C are correct.
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