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Module1 practice
Multiple Choice
Identify the choice that best completes the statement or answers the question.
____ 1. Microeconomics deals with:

A. the working of the entire economy or large sectors of it.
B. economic growth.
C. government economic policy.
D. gross domestic product.
E. individual units in the economy.

____ 2. Macroeconomics deals with:
A. bits and pieces of the economy.
B. the question of how a business unit should operate profitably.
C. the working of the entire economy
D. how individuals make decisions.
E. government regulation of immigration laws.

____ 3. Scarcity in economics means:
A. the needs of people are limited.
B. the wants of people are limited.
C. there must be poor people in rich countries.
D. shortages exist in nearly all markets.
E. not having sufficient resources to produce all the goods and services we want at zero 

cost.
____ 4. The problem of scarcity is confronted by:

A. industrialized societies.
B. pre-industrialized societies.
C. societies governed by communist philosophies.
D. all societies.
E. rural, but not urban, societies.

____ 5. The opportunity cost of something is:
A. greater during periods of rising prices.
B. equal to the money cost.
C. less during periods of falling prices.
D. what is given up to acquire it.
E. equal to zero for something that is given to you as a gift.

____ 6. When we are forced to make choices we are facing the concept of:
A. ceteris paribus.
B. free goods.
C. scarcity.
D. the margin.
E. positive and normative analysis.
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____ 7. Whenever a choice is made:
A. the cost of that choice could be referred to as opportunity cost.
B. the cost is easy to measure in dollar terms.
C. efficiency is always improved.
D. scarcity is not the problem.
E. marginal costs are greater than marginal benefits of that choice.

____ 8. The basic concern of economics is:
A. to keep business firms from losing money.
B. to prove that capitalism is better than socialism.
C. to study the choices people make.
D. to use unlimited resources to produce goods and services to satisfy limited wants.
E. to increase the amount of wealth in the economy.

____ 9. How people choose among the alternatives available to them is:
A. not part of the study of economics.
B. impossible to describe.
C. the study of microeconomics.
D. not important.
E. normative economics.

____ 10. We are forced to make choices because of:
A. exploitation.
B. efficiency.
C. scarcity.
D. the margin.
E. ceteris paribus.

____ 11. Corner offices in high-rise office buildings usually cost more to rent than other offices. This fact best illustrates 
the economic principle of:
A. marginal analysis.
B. scarce resources.
C. resources should be used as efficiently as possible to achieve society's goals.
D. opportunity costs.
E. one person’s spending is another person’s income

____ 12. We have to make choices because:
A. we have unlimited income.
B. resources are scarce.
C. choices involve a trade-off.
D. resources are scarce and because choices involve a trade-off.
E. marginal benefits never exceed marginal costs.

____ 13. Manny is attending college and majoring in economics. Manny is improving his scarce resource of:
A. land.
B. labor.
C. capital.
D. human capital.
E. natural resources.
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____ 14. “In Ventura County, California, strawberry production is limited by the number of acres suitable for 
agriculture production.” This statement best represents the economic concept of:
A. resources are scarce.
B. “how much?” is a decision at the margin.
C. there are gains from trade.
D. resources should be used as efficiently as possible to achieve society's goals.
E. government policies can change spending.

____ 15. Which is not an example of a resource?
A. Land
B. Labor
C. Capital
D. Production
E. Oil reserves

____ 16. “In Colorado, there has been a drought, and rural communities are fighting with urban areas over water.” This 
statement best represents the economic concept of:
A. resources are scarce.
B. resources should be used as efficiently as possible to achieve society's goals.
C. when markets don't achieve efficiency, government intervention can improve society's 

welfare.
D. government policies can change spending.
E. markets usually lead to efficiency.

____ 17. Margo spends $10,000 on one year's college tuition. The opportunity cost of spending one year in college for 
Margo is:
A. $10,000.
B. whatever she would have purchased with the $10,000 instead.
C. whatever she would have earned had she not been in college.
D. whatever she would have purchased with the $10,000 minus whatever she would have 

earned had she not been in college.
E. whatever she would have purchased with the $10,000 plus whatever she would have 

earned had she not been in college.
____ 18. Khalil is offered a free ticket to the opera. His opportunity cost of going to the opera is:

A. zero—the tickets were free.
B. the price listed on the ticket.
C. whatever Khalil would have done had he not gone to the opera.
D. the price listed on the ticket plus whatever Khalil would have done had he not gone to 

the opera.
E. the price listed on the ticket minus whatever Khalil could have received by selling it to 

another person in the parking lot.
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____ 19. The local Taco Hut charges the same price for everything on its menu: $3 will buy a taco, or a burrito, or 
nachos. You buy the taco and think that if you had not purchased the taco, you would have purchased the 
burrito. The opportunity cost of the taco is:
A. the $3.
B. the burrito.
C. the $3 and the burrito.
D. the $3, the burrito, and the nachos.
E. the nachos.

____ 20. Which of the following is not one of the four basic principles for understanding individual choice?
A. Resources are scarce.
B. The real cost of something is the money that you must pay to get it.
C. “How much?” is a decision at the margin.
D. People usually take advantage of opportunities to make themselves better off.
E. Markets usually lead to efficiency.

____ 21. The cost of leaving a championship soccer match before it ends is ________, while the cost of staying for the 
entire match is ________.
A. the opportunity cost of not seeing the winning goal with two minutes to go; zero—the 

ticket to the match is already paid so there is no cost
B. the opportunity cost of not seeing the winning goal with two minutes to go; the 

opportunity cost of what else you could have done during that time
C. zero—you don't have to pay to leave; zero—the ticket to the match is already paid so 

there is no cost
D. the cost of the ticket; also the cost of the ticket
E. zero—you don't have to pay to leave; the opportunity cost of what else you could have 

done during that time
____ 22. The university recently inherited a large mansion from a wealthy alumnus. The university plans to use the 

mansion for faculty parties and to house distinguished guests. The cost of the mansion to the university is:
A. zero, because it was a gift.
B. the cost of upkeep (including maintenance, utilities, and so forth).
C. the amount the university would receive if it rented or sold the mansion.
D. the cost of upkeep (including maintenance, utilities, and so forth) and the amount the 

university would receive if it rented or sold the mansion.
E. the cost of hosting the faculty parties and housing the distinguished guests.

____ 23. A new startup airline is offering free round-trip tickets to anywhere to the first 600 people who enter the office 
on the airline's first day of business. You arrive 24 hours before they are scheduled to open to be sure to get 
the free tickets, and you buy food from vendors while waiting in line. The cost of the tickets to you is:
A. zero.
B. just the cost of food while you wait in line.
C. the cost of food while you wait in line plus the opportunity cost of your time.
D. the actual value of the ticket.
E. the cost of food while you wait in line plus the opportunity cost of your time plus the 

actual value of the ticket.
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____ 24. The cost of going to college is:
A. tuition and the cost of housing.
B. tuition, the cost of housing, and the cost of books.
C. tuition, the cost of housing, the cost of books, and forgone income.
D. forgone income only.
E. tuition only.

____ 25. A college student is faced with a difficult decision of how to spend one hour tonight. She could babysit her 
professor's child at an hourly wage of $7, she could work at the college library at a wage of $6, or she could 
finish her economics homework assignment. If she chooses to complete her homework assignment, she has 
incurred an opportunity cost equal to:
A. $7.
B. $6.
C. $13.
D. $0.
E. $42

____ 26. You decide to join the economics club, but this means you can't join the accounting club because it meets at the 
same time. This statement best represents the economic concept of:
A. the real cost of something is what you must give up to get it.
B. “how much?” is a decision at the margin.
C. people usually exploit opportunities to make themselves better off.
D. there are gains from trade.
E. markets move toward equilibrium.

____ 27. The student center on campus has burritos, bagels, or burgers for lunch. You decide to have a burger today, but 
if they had been out of burgers, you would have bought a bagel. Your opportunity cost is the:
A. burger.
B. bagel.
C. burrito.
D. bagel and burrito.
E. burger, bagel, and burrito

____ 28. Which of the following statements is a positive statement? Which is a normative statement?
X. The federal minimum wage is increasing to $6.50 an hour.
Y. The minimum wage should be high enough that families will not live in poverty.
Z:  A higher minimum wage typically increases the unemployment rate for teenagers.
A. X is positive; Y is normative; Z is positive
B. X is positive; Y is positive; Z is positive
C. X is normative; Y is positive; Z is normative
D. X is normative; Y is normative; Z is normative
E. X is positive; Y is normative; Z is normative

____ 29. Which of the following is an example of normative economics?
A. The minimum wage has not kept pace with inflation.
B. The minimum wage is an important tool in fighting poverty and should be increased.
C. The minimum wage creates higher unemployment for teens and unskilled workers.
D. A higher minimum wage is expected to increase the price of a fast-food cheeseburger.
E. The purchasing power of the minimum wage has declined over time.
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____ 30. Which of the following would be a positive economic statement?
A. Government has grown too large and should be reduced.
B. There has been an increase in the rate of inflation.
C. Government should be subject to the same rules as all other institutions.
D. Women should be paid as much as men for the same work.
E. Corporate CEO’s are overcompensated and corrupt.

____ 31. An example of a positive statement is:
A. the rate of unemployment should be 4%.
B. a high rate of economic growth is good for the country.
C. the federal government spends half of its budget on national defense.
D. everyone in the country needs to be covered by national health insurance.
E. the size of the federal beauracracy has grown beyond its usefulness.

____ 32. Which of the following would be a normative economic statement?
A. Government has grown too large and should be reduced.
B. There has been an increase in the rate of inflation.
C. Government is subject to the same rules as all other institutions.
D. All of these are normative economic statements.
E. None of these are normative statements.

____ 33. Which of the following is an example of a positive statement?
A. The poverty rate is 4%.
B. A high rate of economic growth is good for the country.
C. Everyone in the country needs to save money for retirement.
D. Basketball players should not be paid higher salaries than teachers.
E. Marijuana should be legalized, taxed, and sold like alcohol and tobacco.

____ 34. Which of the following is an example of a normative statement?
A. The rate of unemployment is 4%.
B. A high rate of economic growth creates more jobs for the country.
C. The federal government spends half of its budget on national defense.
D. Everyone in America deserves to be covered by national health insurance.
E. High school graduation rates in the U.S. are lower than they are in some European 

nations.
____ 35. The current rate of unemployment is 5%. This statement:

A. is positive.
B. is normative.
C. involves a value judgment.
D. is a personal reflection and has no value in economics.
E. is a testable hypothesis.

____ 36. A statement that says that the minimum wage needs to be increased is a:
A. positive statement.
B. normative statement.
C. “other things equal” assumption.
D. scientific conclusion based on marginal analysis.
E. statement of fact.
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____ 37. A normative statement deals with:
A. the facts.
B. what was, is, or will be.
C. prices unadjusted for inflation.
D. the scientific method.
E. what ought to be.

____ 38. Which of the following would most likely be a microeconomic question?
A. Should I go to business school or take a job?
B. Have wages been rising more slowly than consumer prices have been rising?
C. What government policies should be adopted to promote full employment and growth in 

the economy as a whole?
D. What determines the level of output for the economy as whole?
E. If taxes are lowered, with the national debt rise or fall?
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Module1 practice
Answer Section
MULTIPLE CHOICE
 1. ANS: E PTS: 1 DIF: E REF: Module 1

SKL: Definitional
 2. ANS: C PTS: 1 DIF: E REF: Module 1

SKL: Definitional
 3. ANS: E PTS: 1 DIF: E REF: Module 1

SKL: Definitional
 4. ANS: D PTS: 1 DIF: E REF: Module 1

SKL: Concept-Based 
 5. ANS: D PTS: 1 DIF: E REF: Module 1

SKL: Definitional
 6. ANS: C PTS: 1 DIF: E REF: Module 1

SKL: Concept-Based 
 7. ANS: A PTS: 1 DIF: M REF: Module 1

SKL: Concept-Based 
 8. ANS: C PTS: 1 DIF: M REF: Module 1

SKL: Fact-Based
 9. ANS: C PTS: 1 DIF: M REF: Module 1

SKL: Critical Thinking 
 10. ANS: C PTS: 1 DIF: E REF: Module 1

SKL: Concept-Based 
 11. ANS: B PTS: 1 DIF: E REF: Module 1

SKL: Concept-Based 
 12. ANS: D PTS: 1 DIF: E REF: Module 1

SKL: Concept-Based 
 13. ANS: D PTS: 1 DIF: E REF: Module 1

SKL: Concept-Based 
 14. ANS: A PTS: 1 DIF: E REF: Module 1

SKL: Concept-Based 
 15. ANS: D PTS: 1 DIF: E REF: Module 1

SKL: Fact-Based
 16. ANS: A PTS: 1 DIF: M REF: Module 1

SKL: Critical Thinking 
 17. ANS: E PTS: 1 DIF: M REF: Module 1

SKL: Critical Thinking 
 18. ANS: C PTS: 1 DIF: M REF: Module 1

SKL: Critical Thinking 
 19. ANS: B PTS: 1 DIF: E REF: Module 1

SKL: Critical Thinking 
 20. ANS: E PTS: 1 DIF: E REF: Module 1

SKL: Fact-Based
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 21. ANS: B PTS: 1 DIF: M REF: Module 1
SKL: Critical Thinking 

 22. ANS: D PTS: 1 DIF: M REF: Module 1
SKL: Critical Thinking 

 23. ANS: C PTS: 1 DIF: M REF: Module 1
SKL: Critical Thinking 

 24. ANS: C PTS: 1 DIF: M REF: Module 1
SKL: Concept-Based 

 25. ANS: A PTS: 1 DIF: M REF: Module 1
SKL: Analytical Thinking 

 26. ANS: A PTS: 1 DIF: M REF: Module 1
SKL: Critical Thinking 

 27. ANS: B PTS: 1 DIF: M REF: Module 1
SKL: Critical Thinking 

 28. ANS: A PTS: 1 DIF: M REF: Module 1
SKL: Concept-Based 

 29. ANS: B PTS: 1 DIF: E REF: Module 1
SKL: Definitional

 30. ANS: B PTS: 1 DIF: M REF: Module 1
SKL: Concept-Based 

 31. ANS: C PTS: 1 DIF: E REF: Module 1
SKL: Critical Thinking 

 32. ANS: A PTS: 1 DIF: E REF: Module 1
SKL: Critical Thinking 

 33. ANS: A PTS: 1 DIF: M REF: Module 1
SKL: Concept-Based 

 34. ANS: D PTS: 1 DIF: M REF: Module 1
SKL: Concept-Based 

 35. ANS: A PTS: 1 DIF: E REF: Module 1
SKL: Concept-Based 

 36. ANS: B PTS: 1 DIF: E REF: Module 1
SKL: Definitional

 37. ANS: E PTS: 1 DIF: E REF: Module 1
SKL: Definitional

 38. ANS: A PTS: 1 DIF: E REF: Module 1
SKL: Critical Thinking 


