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Part 2. MCQ Questions
1) The law of demand says that:

a. price and quantity demanded are directly related.
b. price and quantity demanded are inversely related.
c. price and quantity supplied are directly related.
d. price and quantity supplied are inversely related.

2) Fill in the blanks to complete the following statement. Price and quantity demanded are
__ related, and price and quantity supplied are __ related.

a. inversely, directly. b. directly, inversely.
c. inversely, not. d. not, inversely.

3) Opportunity cost refers to:
a. the dollars spent on a product.
b. the best of the altematives foregone in order to produce or consume something.
c. the resources used to make something.
d. the money spent by a business to produce something.

The next three questions refer to the following graph.
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4) Equilibrium price and quantity are:

a. $4, 120 b. $3,120 c. $4,150 d. $2, 150

5) At $2, there would be a in this market.
a. surplus of 60. b.surplus of 30. c. shortage of 60. d. shortage of 30.

6) At what price would there be a surplus of 607
a. $2 b. $3 c. $4 d. cannot say from this data.

7) When the demand curve shifts to the right, we say that:
a. price has decreased. b. equilibrium quantity has decreased.
c. demand has decreased. d. demand has increased.
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15) According to the Law of Demand, the demand curve for a good will
A) shift leftward when the price of the good increases.
B) shift rightward when the price of the good increases.
C) slope downward.
D) slope upward.

16) As the price of a good increases, the change in the quantity demanded can be shown by
A) shifting the demand curve leftward.
B) shifting the demand curve rightward.
C) moving down along the same demand curve.
D) moving up along the same demand curve.

17) If the price of automobiles were to increase substantially, the demand curve for gasoline
would most likely

A) shift leftward. B) shift rightward. C) become flatter. D) become steeper.
18) Inferior goods are those for which demand increases as

A) the price of a substitute falls. B) the price of a substitute rises.
C) income decreases. D) income increases.

19) A fall in the price of a good causes producers to reduce the quantity of the good they are
willing to produce. This fact illustrates

A) the law of supply.
C) a change in supply.

20) The opportunity cost of an item is
a. the number of hours needed to earn money to buy it.
b. what you give up to get that item.
c. always less than the dollar value of the item.
d. always equal to the dollar value of the item.

True-and-False Questions.
21) Price and quantity demanded are directly related.
22) Price and quantity supplied are directly related.
23) Equilibrium price will go up if supply increases.
24) A shift of the supply curve to the right is an increase in supply.
25) Society can reach a point beyond its current production possibilities curve if economic

growth occurs.
26) Any point on the production possibilities curve represents full employment and efficiency.
27) Production possibilities curves never shift outwards.
28) Economic growth shifts out the production possibilities curve.
29) Opportunity cost is defined as the best alternative foregone.
30) The law of demand states that as price decreases, quantity demanded decreases.
31) A demand schedule shows people's willingness to buy specific quantities of a good at

different prices.
32) The market demand for a good is the sum of individual demands for the good.
33) In the time period known as the market day, producers can sell more goods as their prices

nse.

B) the law of demand.
D) the nature of an inferior good.
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34) A supply schedule depends upon the willingness of demanders to buy the quantities supplied
at various prices.

35) The short run is a period in which producers can devote larger quantities of some resources
to production as prices increase.

36) An excess demand exists when the price is below its equilibrium level.
37) The equilibrium price equates the quantity demanded to the quantity supplied.
38) An increase in supply causes an excess demand at the original price, and competition

between sellers leads to a lower equilibrium price
39) An increase in demand causes an excess demand at the original price, and competition

between demanders leads to a higher equilibrium price.
40) If the price of one good increases and the demand for another good increases as a result,

then the goods must be substitutes.
41) Price and quantity demanded are directly related.
42) Price and quantity supplied are directly related.
43) Equilibrium price will go up if supply increases.
44) A shift of the supply curve to the right is an increase in supply.
45) Society can reach a point beyond its current production possibilities curve if economic

growth occurs.
46) Any point on the production possibilities curve represents full employment and efficiency.
47) Production possibilities curves never shift outwards.
48) Economic growth shifts out the production possibilities curve.
49) .For a market to be in equilibrium, supply must equal demand.
50) A rise in the price of potatoes will cause a fall in the demand for potatoes.

Best wishes
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