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Final Econ 2010 (Morey): Fall 2016 Version 2 (B)  
This exam has 80 questions.  
Corrections 12132016 
 
While there are 80 questions, your percentage score on this exam will be calculated by dividing 
your number of correct answers by 75, rather than 80, making it possible to get more than 100% 
on the exam. Have a great holiday and thanks for being in my class.  
 
 
 

1. (modification of existing question) Binding quotas on the amount of a good that can be 
produced necessarily cause inefficiency. (asked on the Aplia quiz on messing with 
markets.) 
A) This statement is correct 
B) This statement is incorrect 
C) There is not enough information provided to determine whether the statement is 

correct or incorrect.  
 
 

2. George is a competitive firm making candies. Inputs are chocolate, c, and sugar, s.  The 
constant 3 / 4csMRTS = . George will use both chocolate and sugar to produce his 
candies 
A) Likely 
B) Unlikely 

 
 

3. Brian) Imagine a world where, if you went into the business of producing gubers, you 
could sell as many gubers as you want at the going price for gubers. If you try to sell at 
a higher price, you would sell zero gubers. Further assume that, for you, the marginal 
cost of guber production is a positive constant. Which of the following statements is 
both correct and most informative? 
A) If the price is greater than your MC you should start producing and selling gubers 
B) If the price is greater than your MC you should produce and sell zillions of gubers.  
C) If price is equal to marginal cost, you should definitely produce and sell gubers.  
D) You should produce the number of gubers where price equals marginal cost.  

 
 

4. Assume a world of only two goods, x and y, and assume x and y are perfect substitutes 
(the marginal rate of substitution between them is a constant). George has a positive 
income and no control over the prices of x and y. If the price of good y decreases, 
George will buy more of good y.   
A) Definitely false 
B) There is not enough information given to determine whether he will buy more of 

good y.  
C) Definitely true  
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5. (now on Aplia) Based on Edward's definition of a public commodity, sufficient 

conditions for a commodity to be a public commodity are  
A) none of the properties listed in any of possible answer are sufficient to make a good 

a public good.   
B) non-congestible and non-excludable 
C) non-congestible, non-excludable, and everyone must consume every unit produced 
D) non-rivalrous 

 
 

6. Consider a utility-possibilities frontier. Imagine a society must choose between one 
specific efficient allocation and one specific inefficient allocation. A society will always 
choose the efficient allocation. 
A) Of course 
B) Maybe not 

 
 

7. In our story about taming the Wild West, the arrival of John Wayne decreased the 
farmer's cost of protecting his property rights.  
A) Correct 
B) Incorrect 

 
 

8. (Viviana) A firm calculates that at its current level of output its average cost is 
increasing. Which of the following is true: 
A) Its marginal cost must be greater than its average cost 
B) Its marginal cost is decreasing  
C) Its marginal cost must be less than the average total cost 
D) Its marginal cost must be greater than its average total cost, and increasing.  

 
 

9.  A necessary condition for successful Coasian bargaining is  property rights are well 
defined for the scarce resources in question  
A) True 
B) False 

 
 

10. Because Americans eat a lot of meat, and because meat production uses more resources 
to produce protein than other types of food, food production in the U.S. is necessarily 
inefficient.  
A) True 
B) False 
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11. (now on Aplia quiz) Bob's Brewery dumps waste into the Boulder Creek because it is 
the cheapest way for the brewery to dispose of the waste. The waste negatively impacts 
the residents in the area because they can no longer use the creek for recreation.  
Currently, there is no tax or regulation in place to limit Bob's waste disposal. Which of 
the following is both correct, and most informative? 
A) This is an example of a negative externality.  
B) This is an example where the socially optimal level of pollution is occurring. 
C) This is an example of a negative external effect and a negative externality. 
D) This is an example of a negative external effect. 

 
 

12. An isocost line identifies all those combinations of inputs that can be purchased for a 
given amount of the money. 
A) True 
B) False 

 
 

13. An external effect occurs when the actions of one economic agent directly affects, not 
indirectly through market prices, another economic agent. 
A) Correct 
B) Incorrect 

 
 

14. Production is efficient when 
A) Both of the other answers are correct.  
B) The only way to make one member of society better off requires that another 

member be made worse off.  
C) The only way to increase the production of a good requires that the production of 

some other good or goods be decreased.  
 
 

15. (Griffen) Public schools and public highways are examples of public goods.  
A) True 
B) False 

 
 

16. (Griffen) Along an isoquant ____  constant. Along an indifference curve ____ constant. 
An isoquant identifies combinations of ____. An indifference curve identifies 
combinations of ____. 
A) resources are: utility is; goods; inputs 
B) technology is: preferences are; goods: inputs.  
C) output is: utility is; inputs: goods  
D) utility is: output is : goods: inputs 

 
 



 

Version 2    Page 4 

17. Consider a situation where the potential seller's WTA (willingness-to-accept) the loss of 
the good is less than the potential buyer's WTP (willingness-to-pay) for the good. This 
situation can occur at the market equilibrium price.   
A) True 
B) False 

 
 

18. (Viviana) A good can be both non-congestible, and excludable.  
A) No, this is not possible.   
B) Yes this is possible and an example is HBO or some other cable station.  
C) Yes this is possible and an example is Donald Trump in his capacity as our 

President.  
 
 

19. In our George tattoo example in class, efficiency can necessarily be achieved by taxing 
George, at some appropriate level, for each tattoo he shows in public.  
A) correct 
B) incorrect 

 
 

20. Market failures are things that are inherent to the market that cause the market allocation 
to be inefficient. 
A) Correct 
B) Incorrect 

 
 

21. (Kas) Assume a manna-from-heaven economy (so no production). Further assume only 
goods fall from the sky. Evaluate the next two statements:  
(1) There will necessarily be efficiency if all of the goods are consumed.  
(2) Efficiency requires that all of the goods are consumed. The first statement is ____ 
and the second statement is ____.  
A) False: False 
B) True: True 
C) False: True 
D) True: False 

 
 

22. When production in a society is efficient, it is still often possible to make some 
members of society better off, without making any other members worse off.  
A) True 
B) False 
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23. From the individual's perspective, maximizing their utility and behaving efficiently are 
one and the same. 
A) True 
B) False 

 
 

24. Imagine a society of two individuals (Colin and Sofia) and two goods: operas CDs, O, 
and BBQ steaks, B. Both are goods for both individuals. Further assume a manna-from-
heaven model (no production). Assume we have correctly drawn their UPF. Society is 
currently operating at a point inside this UPF. At this point, it must be the case that not 
all of the steaks and CDs are being consumed.  
A) True 
B) False  

 
25. (Kas) Two bads will have ________ indifference curve; one bad and one good will have 

__________ indifference curve; and two goods will have ________ indifference curve. 
A) a downward-sloping; an upward-sloping; a downward-sloping. 
B) an upward-sloping; an upward-sloping; a downward-sloping. 
C) a downward-sloping; a downward-sloping; an upward-sloping. 
D) an upward-sloping; a downward-sloping; an upward-sloping. 

 
 

26. The marginal rate of transformation of good X for good Y, MRTXY, is the rate at which 
a individual is willing to trade off good Y for good X 
A) True 
B) False 
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27. Consider a world of two inputs vegetables and butter. The people of Vegland produce 
vegetables, but must buy their butter from Bovland. Their meals always consist of some 
butter and some vegetables. For people in Vegland their isoquants for producing meals 
(Veg on the vertical axis) are negatively sloped, decreasing in slope as the amount of the 
butter input increases. 
Bovland suffers a bovine-virus outbreak causing a lot of its cows to die, so the price of 
butter rises--the price of vegetables is unaffected   
 
Elections in Vegland are coming up, and to assure their reelection, the government gives 
each household in Vegland some money, just enough for the household to get back to 
their original indifference curve.  
 
Given all this, choose the answer that is both correct and most informative.  
A) How meals are produced in Vegland and the number produced will be unaffected.  
B) Meals in Vegland will be produced with more butter and less vegetables 
C) Meals in Vegland will be produced with less butter and more vegetables 
D) There is not enough information to determine how meals will be prepared in 

Vegland.  
 
 

28. Which of the following is both correct and most explanatory as an ending for the 
sentence? The cost of producing another unit of a public good 
A) is equal to the cost of supplying it to another individual 
B) is zero because once it is produced for one individual it is there for everyone.  
C) is typically positive and not equal to the cost of supplying it to another individual 
D) is typically positive but once another unit is produced, the cost of supplying it to 

additional individuals is zero 
 
 

29. Assume that one can only consume what he or she personally buys (no gifting). In 
competitive market equilibrium, there could be people who are consuming Diet Coke 
that have a lower WTP for Diet Coke than some of the people who are not consuming it. 
(Choose the answer that is both correct and most informative.)     
A) True, but unlikely 
B) True 
C) False 
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30. (new question): Fred, from class, is a competitive firm that produce snerd edibles. 
Consider her marginal product of labor curve (hours of labor (Lucas's time) on the 
horizontal axis and snerd edibles on the vertical axis). Consider also her marginal cost 
curve for producing edibles, edibles on the horizontal axis and $ on the vertical axis. For 
the purposes of this question assume Red Bull is free.  
Which of the following statements describes the technology for producing edibles 
consistent with how that technology was presented in lecture? 
A) The marginal product of labor is positive and increasing, and shifts downward 

every time Lucas drinks another can of Red Bull.    
B) The marginal cost of producing edibles is positive and increasing, and the MC 

curve shifts downward every time Lucas's consumption of Red Bull is increased.  
C) The marginal product of labor is positive but declining, and shifts upward every 

time Lucas drinks another can of Red Bull 
D) Two, and only two, of the other statements/answers are correct.  

 
 

31. Given consumer theory as presented in class, if you and I have different preferences and 
have different budget sets, we necessarily will consume different bundles.  
A) Correct 
B) Incorrect 

 
 

32. Kaz loves an educated public so much that she prefers every state of the world with an 
educated public over every state of the world with an uneducated public.  Given this, 
evaluate the following statement: Kaz would prefer to live friendless in a tiny apartment 
eating cat food if the public is educated, to a life with abundant food, friends, and 
accommodations but an uneducated public.  
A) True.  
B) False. 
C) Not enough information to tell. 

 
 

33. (now on Aplia quiz.) Santa Claus is a mythical creature that delivers presents to children 
on Christmas Eve, but only to children who believe in him, have been good, and 
celebrate Christmas. Santa Claus on Christmas Eve is  
A) Not a public commodity because his services on Christmas Eve are not congestible.  
B) A good example of a public commodity because his time is not congestible.   
C) A good example of a public commodity because his time is not rivalrous.  
D) Not a public commodity because his services on Christmas Eve are excludable  
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34. (modification) How many of the following statements are correct? (1) In a competitive 
market economy, everyone faces the same exogenous prices for goods, and (2) if there 
are no external effects, the relative prices of two goods reflect how much less of the one 
can be produced if society produces one more unit of the other, (3) in equilibrium 
everyone has the same marginal rates of substitution. And (4) Everyone consumes the 
same amounts of each good.  
A) The first three statements are correct, but there is not enough information to 

determine whether (4) is correct.  
B) All four statements are correct.  
C) Only (1) is correct 
D) The first three statements are correct, but (4) is incorrect.  

 
 

35. (Kas) Assume that the temperature in a house depends on three inputs whose levels are 
determined when the house is built. These are: number of windows, amount of 
insulation, and type of heating/cooling system.. Kas Construction has been hired by 
Fred and Mabel to build their house. The heating/cooling has already been installed, 
when Mabel tells Kas that they want the house to always be 70 degrees Fahrenheit. 
Consider the isoquant line (windows on the vertical axis, insulation on the horizontal) 
for maintaining the temperature at 70 degrees. This isoquant is a  
A) Downward sloping line 
B) horizontal line 
C) Upward sloping line 
D) vertical line 

 
 

36. To identify one or more of an individual's indifference curves one must know their 
utility function because along an indifference curve utility is constant.  
A) True 
B) False 

 
 

37. (Griffen question modified) Which of the following would cause the demand for 
chocolate bars to increase while not shifting the demand curve for chocolate bars (price 
on the vertical axis, quantity on the horizontal axis)? 
A) The US government imposing a binding price ceiling on chocolate bars. 
B) Both of the other two answers are correct.  
C) An increase in the supply of chocolate bars at every price.  
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38. (New question) Assume society consists of only U.S. citizens. Consider George and his 
tattoos, a George whose tattoos are unregulated and untaxed, and George is walking 
around naked showing all of his tattoos, his utility-maximizing number of tattoos. But 
George lives in a neighborhood that, except for George, consists of only French people, 
and George never leaves the neighborhood. Which answer is correct?  
A) The market is necessarily failing in that George is showing too many tattoos from 

society's perspective 
B) George is showing the efficient number of tattoos from society's perspective.  

 
 
Use the following to answer question 39: 
 

 
 
 

39. (Table: Production Possibilities Schedule I) Look at the table Production Possibilities 
Schedule I. The opportunity cost of producing the fourth unit of consumer goods is 
_____ units of capital goods. 
A) 2 
B) 4 
C) 6 
D) 8 

 
 

40. When deciding whether the current allocation of society's resources is, or is not, 
efficient, one takes the stock of society's resources as given 
A) True 
B) False 

 
 

41. The fact that children starve in economies where resources and goods are allocated by 
competitive markets proves that the market can fail. 
A) True 
B) False 
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42. Table: Workouts  
number of workouts 
(per week) 

Willingness to pay for each additional workout 

1 $35  
2 30 
3 25 
4 20 
5 15 
6 10 
7 5 
8 0 
(Table: Workouts) (modification of text question) Look at the table Workouts. Suppose 
that Eli receives an offer from the club for a weekly membership fee of $50 that allows 
him to use the club as much as he wants per week with no additional charge. Assuming 
Eli joins the club, how much consumer surplus will he receive per week? 
A) $140 
B) neither of the other two answers.  
C) $90 

 
 

43. (modification of midterm question) Wanda cares about only two things in life: friends 
and shooting moose. Currently she averages four friends and one shot-moose per year. 
Wanda's MRS of moose in place of (for) friends is .5. The devil makes Wanda the 
following offer, “Give up one of your four friends and you can average two moose a 
year. Should Wanda take the deal? Yes or No. 
A) Yes 
B) No 

 
 

44. The market will fail in the allocation of a common-property resource that is not scare. 
A) true 
B) false 

 
 

45. Assume a world of two commodities. Could the indifference curves look like circles? 
A) Correct 
B) Incorrect 
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46. Hilary had $10 left to send Bill and Chelsea on get-out-the-vote trips. It cost $1 to send 
Chelsea on each trip but $2 a trip for Bill (they need to send a handler with him).  

The following are the total number of votes Chelsea trips would have produced as as 
function of how many trips she took (10, 16, 20, 22, and 22.  

For Bill the total votes produced would have been 19, 29, 34, 39, and 41.  
If Hilary had wanted to get the most votes for her $10, how many trips would Chelsea 

and Bill have taken take? How many votes will they produce together?    
A) Chelsea 2 trips, Bill 4 trips. 147 votes 
B) Chelsea 4 trips, Bill 3 trips. 56 votes 
C) Chelsea 4 trips, Bill 3 trips. 160 votes   
D) Chelsea 2 trips, Bill 4 trips. 55 votes 

 
 

47. (new question) Which of the following list includes all of the constraints faced in the SR 
by a competitive firm that produces and sells snerd edibles?  
A) the price of snerd edibles, the technology for producing snerd edibles, the levels of 

the fixed inputs, and input prices.  
B) the price of snerd edibles, the levels of the fixed inputs, and input prices.  
C) the price of snerd edibles, the levels of the fixed inputs, input prices, and the 

aggregate demand curve for snerd edibles.   
D) the price of snerd edibles, the technology for producing snerd edibles, the levels of 

the fixed inputs, input prices, and the aggregate demand curve for snerd edibles.   
 
 

48. (modification) Would Paul and Robin (the authors of your textbook) agree, or disagree, 
with the following statement. "Making a second-hand market for our textbook illegal 
will make us (Robin and Paul) better off, but it is efficiency decreasing. 
A) They would agree. 
B) They would disagree. 

 
 

49. On the ballot today was a referendum to increase the State tax on cigarettes by $1.50 a 
pack. At the current price (before it increases because of the tax), own-price elasticity of 
demand for cigarettes is elastic.  
Given all this, if the tax went into effect, the total amount paid for cigarettes after the tax 
is imposed will be  
A) smaller  
B) the same 
C) not enough information to tell 
D) Greater 
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50. An isocost line identifies all those combinations of inputs that can produce the same 
amount of a good.  
A) True 
B) False 

 
 

51. (now on Aplia quiz) Which statement best describes how the competitive firm chooses 
the input combination it will use to produce, in the long run, its chosen level of output.   
A) It is determined by the isoquant map 
B) It is determined by the input prices 
C) It is determined by the price it can sell its output. 
D) It is determined by the state of technical knowledge for producing its output and 

the constraints imposed on the firm by the input markets.  
 
 

52. Any potential externalities associated with tattoos on George can be eliminated by 
forcing George to show the efficient number of tattoos from Society's perspective, no 
more, no less.  
A) True 
B) False 

 
 

53. Given Frank's demand schedule for chocolate bars per week: 
Price($) Quantity Demanded 
1 15 
2 12 
3 9 
4 6 
5 3 
What is Frank's price elasticity of demand when price increases from $2 to $4? 
A) -1/3 
B) -3 
C) -1 
D) -2 

 
 

54. (Viviana) If competitive market price is $60/unit, and a perfectly competitive firm is 
maximizing its SR profit at an output level of 70, where TC = $6000 and TFC = $4000. 
Then: 
A)  MC = 60. 
B) SR profits are positive.  
C) Both of the other answers are correct.  
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55. (Kas modified from first midterm) Society is made up of only Jane and wolves. Jane 
likes to run with the wolves and deer, but they don't like to run with her. The wolves are 
indifferent to Jane running with the deer. Note that the deer are not members of society. 
Currently, Jane is not allowed to run with the deer or the wolves. Which of the 
following changes would necessarily increase efficiency? (Choose the answer that is 
both correct and most informative.)  
A) Jane is allowed to run with both the deer and the wolves. 
B) Jane is allowed to run with the deer. 
C) Jane is allowed to run with the wolves. 
D) The situation is already efficient. 

 
 

56. You donate to a food bank because it makes you feel good, better off. Those who get 
food from the food bank are better off because of your donation. Assuming no one else 
is affected, before your donation there was inefficiency.  
A) Correct 
B) Incorrect 

 
 

57. (new question) Assume all firms are price takers in input markets (they take input prices 
as given). Is the following statement correct or incorrect? "A firm's LR production 
function and its LR cost function are two different ways to completely characterize the 
state-of -technology for producing this firm's product.  
A) The statement is correct 
B) The statement is incorrect.  

 
 

58. The presence of an external negative effect implies the market is failing. 
A) True 
B) False 

 
 

59. If a supply curve (price on the vertical axis, quantity on the horizontal axis) is 
represented by the equation Q = 10 + 2P, what is its slope of the graph? 
A) ½ 
B) 1 
C) 2 
D) 5 

 
 

60. (new question) Is the following statement a technically correct and complete definition 
of production function? A production function identifies output as a function of the 
input levels.  
A) Yes this statement is technically correct.  
B) No this statement is not technically correct.  
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61. For a competitive market economy to achieve an efficient allocation of resources, 

property rights must be well defined for all scare resources.   
A) True 
B) False 

 
 

62. Assume a world of only two goods: hamburgers and hot dogs. At Mabel's current 
consumption levels, the maximum amount of hot dogs she would be willing to give up 
in order to obtain one more hamburger is her  
A) Marginal rate of substitution of hamburgers for hot dogs 
B) Marginal rate of substitution of hot dogs for hamburgers 

 
 

63. Imagine you were trying to fly your jet coast to coast and came upon a utility function 
sitting in the middle of Kansas, a utility function for two goods. Could you fly over it? 
A) Yes 
B) No 
C) Not enough information to tell.  

 
 

64. (modified text question) If goods A and B are substitutes, a decrease in the price of good 
B will: 
A) shift the demand curve for good A to the right. 
B) shift the demand curve for good B to the right and shift the demand curve for good 

A to the left.  
C) shift the demand curve for good B to the right. 
D) shift the demand curve for good A to the left. 

 
 

65. Fabian wants to get exactly 70% on the final. Fabian produces the exam score using two 
inputs: hours of study time and milligrams of a drug that helps him to concentrate. 
Which of the following statements is both necessarily correct and most informative 
A) Fabian will get a 70% score on the exam. 
B) His isoquant for producing a 70% result identifies all those combinations of study 

hours and milligrams of drugs that will just get him a score of 70%. 
C) His isoquant for producing a 70% result is the rate at which he can substitute study 

hours for milligrams of drugs in the production of the 70% score. 
D) His isoquant for producing the 70% score identifies all the different ways he would 

like to achieve a 70% score.  
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66. (new questions) Property rights and markets are a mechanism to allocate resources and 
distribute goods and services. Consider the following statement: "Well-functioning 
market will achieve equity/fairness in terms of what is produced and who gets it." An 
economist would respond, "Probably not. Markets were not designed to achieve 
equity/fairness."  
A) Correct: this is what an economist would likely say.  
B) Incorrect: this is not what an economist would likely say.  

 
 

67. A fish stock that lives in the ocean in international waters (outside the control of any 
government or group) is a  public good because everyone can, if they want, harvest 
from the stock without limits or restrictions (free entry)  
A) true 
B) false 

 
 

68. A competitive firm in the shortrun is maximizing its profits at the output level where 
(choose the answer that is both correct and most informative)  
A) The firm is doing the best it can given its constraints.  
B) Price equals marginal cost, even if profits are maximized at an output level of zero.  
C) Total revenue minus total cost takes its largest value, a value that could be positive, 

negative, or even zero.  
D) Total revenue minus total cost takes its largest value. 

 
 

69. Assume Jim and Mary are stuck together in the same small room: they can't leave. Jim 
wants to smoke. His smoking would make him better off and Mary worse off. If he had 
to, Jim would have paid $20 for the opportunity to smoke. Mary hates second-hand 
smoke but is poor, so would have let him smoke for $15. His smoking would be 
A) Not enough information to tell 
B) Efficiency increasing 
C) Efficiency decreasing 

 
 

70. The isocost line in producer theory is analogous to which of the following from 
consumer theory? 
A) An indifference curve 
B) An isoquant 
C) A budget line.  
D) None of the above 
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71. Since pollution negatively affects people (reduces utility and/or increases production 
costs), the efficient amount of pollution is zero. 
A) Correct 
B) Incorrect 

 
 

72. Suppose the U.S. government imposes a binding quota on the number of Japanese-made 
cars allowed into the United States. Assuming that Japanese-made cars and U.S.-made 
cars are substitutes in consumption, we would expect the price of Japanese cars to 
_____ and the price of U.S.-made cars to _____. 
A) decrease; decrease 
B) increase; decrease 
C) increase; increase 
D) decrease; increase 

 
 

73. (new question). Imagine widgets are a public commodity that can be produced at the 
constant cost of $30 a unit.  
Assume society consists of Fred, Mabel, and Ralph.  
1. Fred's marginal wtp for additional widgets is $35 for the first, $25 for the second, and 
zero for each additional unit. 
2. For Mabel they are $5, $5, $0, and then -$5 for each additional unit. 
3. For Ralph, they are constant at $10.  
The efficient number of widget to produce is?    
A) 0 
B) 1 
C) 3 
D) 2 

 
 

74.  (modification of existing question) Since talking while driving generates a negative 
external effect (it makes the roads less safe for others), banning talking while driving 
would necessarily be efficiency increasing.  
A) true 
B) false 
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75. Assume two inputs (K and L) and two goods (X and Y). Further assume you know the 
production functions for goods X and Y. Society consists of only one person, and you 
know her preferences (utility function).To determine a point on the production-
possibilities frontier, you could choose a given amount of ____ to allocate to the ____ . 
You would then determine the maximum amount of ____ that can be _________ with 
these amounts. You would then determine, the maximum amount of _____ that can be 
______ with the  ___  
A) L and K; production of X;  X:  produced;  Y;  produced;  remaining L and K.  
B) X and Y; production of utility;  utility;  produced;  utility;  produced;  

remaining L and K.  
 
 

76. (new question): For a firm that faces exogenous input prices, its LR cost function 
A) identifies minimum production costs as a function of its output level and  input 

prices.   
B) identifies production costs as a function of its output level and input prices.  
C) identifies minimum production costs as a function of it output price and input 

prices.  
D) identifies minimum production costs as a function of its output level and the 

amounts of inputs it uses.  
 
 

77. Branding cattle was a way to maintain and enforce property rights.  
A) correct 
B) incorrect 

 
 

78. With respect to the allocation of public goods the market fails. 
A) correct 
B) incorrect 

 
 

79. (Viviana) When cars burn gas or diesel, carbon is emitted, which combines in the 
atmosphere with oxygen to produce CO2, a global-warming gas. This damages society. 
To achieve the efficient amount CO2 emissions an economist might recommend.   
A) The government should neither tax, nor subsidize, nor regulate the burning of gas 

and diesel because that interferes with the efficient workings of the market.  
B) Car users should pay a tax that reflects the damage caused by the carbon they emit.  
C) Cars that produce CO2 should be banned 
D) Carbon emissions be banned.  

 
 



 

Version 2    Page 18 

80. If a competitive firm is maximizing it profits it is producing its level of output at 
minimum cost.  
A) False 
B) Not enough information to tell.  
C) True 
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Answer Key 
 

1. B 
2. B 
3. B 
4. B 
5. C 
6. B 
7. A 
8. A 
9. A 

10. B 
11. C 
12. A 
13. A 
14. A 
15. B 
16. C 
17. B 
18. B 
19. A 
20. A 
21. C 
22. A 
23. A 
24. B 
25. A 
26. B 
27. C 
28. D 
29. C 
30. D 
31. B 
32. A 
33. D 
34. A 
35. C 
36. B 
37. B 
38. B 
39. D 
40. A 
41. B 
42. C 
43. B 
44. B 
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45. A 
46. B 
47. A 
48. A 
49. A 
50. B 
51. D 
52. A 
53. C 
54. C 
55. B 
56. A 
57. A 
58. B 
59. A 
60. B 
61. A 
62. A 
63. B 
64. D 
65. B 
66. A 
67. B 
68. C 
69. B 
70. C 
71. B 
72. C 
73. D 
74. B 
75. A 
76. A 
77. A 
78. A 
79. B 
80. C 

 


