
EconS 102: Mid Term 1 
Date: June 30th, 2017 

 
Instructions 

• Write your name and WSU ID on the paper. 

• All questions are worth 1 point. 

• You have 30 minutes. 

• You must answer any 15/18 questions. If you answer more than 15, I will count the first 
15. 

• Circle the answer you choose (A, B, C or D). Make sure it is clear. Any ambiguity will mean 
you get a 0 on that question. 

• You are allowed one A4 size paper as a cheat sheet. 

• You can use calculators. However, do not use your phone, iPads and other such devices 
as calculators. 

• Good luck!! ☺ 
 
 
Name: ____________________________________________    WSU ID: ___________________ 
 
 
1. Alison has a linear production possibility frontier in the production of bracelets and necklaces. 

In one hour, she can produce 5 bracelets or 10 necklaces. What is the opportunity cost for 
her to make one necklace? 

A) 5 bracelets 
B) 10 necklaces 
C) 1/2 a bracelet 
D) 2 necklaces 
 
Answer: C) Since the PPF is linear, we just need to calculate 5/10= ½.  
 
2. “In 2008, air travel decreased substantially despite significant reductions in ticket prices.” If 

this information is correct, it indicates that the law of demand did not apply to air travel in 
2008. 

A) True 
B) False 
 
Answer: B) Just because prices reduced does not mean air travel decreasing is a violation of the 

law of demand. Shifts in demand and supply can cause this without violating the law 
of demand. Had it said, “other things remaining unchanged”, it would be a violation of 
the law of demand.  

 
3. Suppose Indiana produces only steel and corn, with fixed amounts of land, labor, and capital 

resources. Which of the following best creates potential economic growth? 



A) The unemployment rate in Indiana rises from 5% to 6%. 
B) The Midwestern United States has a devastating drought. 
C) The percentage of Indiana residents with a college degree rises from 25% to 30%. 
D) The United States imports more and more low-cost steel from Asian countries. 
 
Answer: C) This increases the productivity of workers. 
 
Use the following to answer question 4. 
 
Figure: Shifts in Demand and Supply II 

 

 
 
 

4. (Figure: Shifts in Demand and Supply II) Examine the figure Shifts in Demand and Supply II. The 
graph shows how supply and demand might shift in response to specific events. Suppose 
a fall frost destroys one-third of the nation's grapefruit crop. Which panel best describes 
how this will affect the market for vitamin B12 tablets, which are a substitute in 
consumption for grapefruit? 

A) panel A 
B) panel B 
C) panel C 
D) panel D 

_____________________________________________________________________________________________ 

Rough Work 



Answer: A) Since grapefruit and B12 tablets are substitutes, and there is now less grapefruit 
available, people turn to B12, shifting demand for it outward (or rightward) 
 
5. Assuming that ice cream is a normal good, which statement could cause an increase in the 

demand for ice cream? 
A) A decrease in incomes 
B) A sudden spell of unexpectedly cold weather 
C) An increase in the price of complements for ice cream, such as cherries and flavored toppings 
D) An increase in the price of substitutes for ice cream, such as frozen yogurt 
 
Answer: D) Since a substitute is more expensive, people eat more ice cream instead, increasing 

demand.  
 
 
6. In the market for wheat, what would happen if the price of ethanol (which is made from corn, 

a substitute in production) increases dramatically? 
A) an increase in supply of wheat 
B) a decrease in supply of wheat 
C) an increase in demand for wheat 
D) a decrease in demand for wheat 
 
Answer:  B) Since price of ethanol increases, suppliers want to supply more of it. Since corn is 

needed to produce ethanol, its demand increases. Wheat and corn are substitutes in 
production, people grow more corn and supply of wheat decreases.  

 
Use the following to answer question 7. 
 
Figure: Supply of Coconuts 

 
 
 

7. (Figure: Supply of Coconuts) Examine the figure Supply of Coconuts. If the price of coconuts 
decreased, it would be represented in the figure as a movement from: 



A) A to B. 
B) B to A. 
C) C to A. 
D) E to B. 
Answer: A) Change in price causes movement along the supply curve. Since price decreases, by 

the law of supply, supply decreases.  
 
 
 
Use the following to answer question 8. 
 

 
 
 
8. (Table: The Market for Chocolate-Covered Peanuts) Examine the table The Market for 

Chocolate-Covered Peanuts. A surplus of 210 bags of chocolate-covered peanuts exists if 
the price is _____ per bag. 

A) $0.90 
B) $0.80 
C) $0.60 
D) $0.40 
Answer: A) When price = $0.90, Supply = 280 and demand = 70. Surplus = 280 – 70 = 210. 
 
Use the following to answer question 9. 
 
Figure: Four Markets for DVDs 



 
 
 

9. (Figure: Four Markets for DVDs) Examine the figure Four Markets for DVDs. If D1 or S1 is the 
original curve and D2 or S2 is the new curve, which of the graphs shows a change that results 
in an increase in the quantity demanded of DVDs? 

A) A 
B) B 
C) C 
D) D 
Answer: D). The key here is the term “quantity demanded “. Quantity demanded (movement 

along the curve) increases in D). Demand itself increases in A).  
 
Use the following to answer question 10. 
 
Figure: Shifts in Demand and Supply III 

 



 
 

_____________________________________________________________________________________________ 

Rough Work 
 
  



 
10. (Figure: Shifts in Demand and Supply III) Examine the figure Shifts in Demand and Supply III. 

The figure shows how supply and demand might shift in response to specific events. 
Suppose a spring frost destroys one-third of the nation's artichoke crop. Which panel best 
describes how this will affect the market for mayonnaise, which is a complement in 
consumption to artichokes? 

A) panel A 
B) panel B 
C) panel C 
D) panel D 
Answer: D) Since Artichoke supply reduces, quantity demanded reduces. Artichokes and 

mayonnaise are complements in consumption. Thus, demand for mayo decreases.  
 
11. The market demand for singing dolls is initially made up of 50 buyers. Suppose the number of 

buyers decreases by 10. Holding everything else constant, one would expect the: 
A) supply curve to shift left. 
B) quantity supplied to increase. 
C) supply curve to shift right. 
D) quantity supplied to decrease. 
 
Answer: D) The demand curve shifts left, quantity supplied decreases.  
Use the following to answer question 12. 
 

 
 
 
12. (Table: The Market for Soda) Look at the table The Market for Soda.  If the government 

imposes a price ceiling of $1.00 per can of soda, the quantity of soda supplied will be: 
A) 7 cans. 
B) 8 cans. 
C) 9 cans. 
D) 10 cans. 
Answer: B) The equilibrium supply (where demand = supply) holds since price ceiling is non-

binding.   



 
13. An effective price ceiling will most likely result in which of the following? 
A) an increase in producer surplus 
B) an increase in consumer surplus 
C) a decrease in consumer surplus 
D) no change in either producer or consumer surplus 
 
Answer: B) Can be seen from graphs in the text book or slides.  
 
14. Which question is appropriate to the study of microeconomics? 
A) How does the aggregate price level affect overall consumer spending? 
B) How does the level of interest rates affect investment spending? 
C) How much will Sony charge for the new game system to be introduced later this year? 
D) How does the GDP affect overall government spending? 
 
Answer: C) Sony’s decision is not a macroeconomic one. It is an individual firm’s decision.  The 

way to approach this was to eliminate all macroeconomic decisions. GDP, total 
investment and aggregate price are all macroeconomic problems.  

 
15. For the past several months, per capita output has increased, but at a slower and slower rate. 

Over the same period, the unemployment rate has been falling, but it appears to have 
leveled off and may soon rise. Where in the business cycle is the economy? 

A) the business-cycle peak 
B) a recession 
C) the business-cycle trough 
D) an expansion 
 
Answer: A) The hint here comes from “unemployment rate has been falling, but it appears to 

have leveled off and may soon rise.” It means things are as good as can be and will get 
worse, since rising unemployment is bad.  

_____________________________________________________________________________________________ 

Rough Work 
  



 
Use the following to answer question 16. 
 
Figure: Expanded Circular-Flow Model 

 

 
 
 

16. (Figure: Expanded Circular-Flow Model) According to the Figure: Expanded Circular-Flow 
Model, what is GDP in this economy? 

A) $200 
B) $700 
C) $1000 
D) $1080 
Answer: C) 2 easy ways to approach this 
1. C + I + G + X – M = $700 + $120 + $200 + $30 – $50 = $1000 
2. 2. Total payments to factors (Wages, profit, interest and rent) = $1000 
_____________________________________________________________________________________________ 

Rough Work 
 

  



17. The Boeing Company buys $3 million worth of steel, $2.5 million worth of computer hardware 
and software, and $1 million worth of mechanical tools to manufacture a certain model of 
aircraft. Boeing sells this particular model of aircraft at $10 million. The value added by 
Boeing is equal to: 

A) $3.5 million. 
B) $16.5 million. 
C) $13 million. 
D) $15.5 million. 
Answer: A) 
This is the value-added method. Purchased a total of $3 + $2.5 + $1 = $6.5, sold and $10. Value 

added = $10 - $ 6.5 = $3.5 (all in millions) 
 
18. GDP excludes all EXCEPT: 
A) the value of leisure. 
B) damage done to the environment. 
C) the value of housework. 
D) the value of owner-occupied housing. 
 
Answer: D) This is a double negative. Leisure, environmental damage and housework are not 

counted in GDP. The price of a house is.  
_____________________________________________________________________________________________ 

Rough Work 
 



Rough Work 
 


	Answer: A) Since grapefruit and B12 tablets are substitutes, and there is now less grapefruit available, people turn to B12, shifting demand for it outward (or rightward)

