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Multiple-ChoiceQuestions

1)Thebestdefinitionofeconomicsis

A)howchoicesaremadeunderconditionsofscarcity.
B)howmoneyisused.
C)howgoodsandservicesareproduced.
D)howbusinessesmaximizeprofits.

2)Managerialeconomicsisbestdefinedastheeconomicstudyof
A)howbusinessescanmakethemostprofits.

B)howbusinessescandecideonthebestuseofscarceresources.
C)howbusinessescanoperateatthelowestcosts.
D)howbusinessescansellthemostproducts.

3)Managerialeconomicsisbestdefinedas
A)thestudyofeconomicsbymanagers.
B)thestudyoftheaggregateeconomicactivity.
C)thestudyofhowmanagersmakedecisionsabouttheuseofscarceresources.
D)Alloftheabovearegooddefinitions.

4)Scarcityisaconditionthatexistswhen
A)thereisafixedsupplyofresources.
B)thereisalargedemandforaproduct.
C)resourcesarenotabletomeettheentiredemandforaproduct.
D)Alloftheabove.

5)Whichofthestatementsbelowbestillustratestheuseofthemarketprocessin
determiningthe

allocationofscarceresources?
A) "Let'smakethisproductbecausethisiswhatweknowhowtodobest."

B)"Althoughwe'recurrentlymakingaprofitontheproductswemake,weshould
consider shiftingtoproductswherewecanearnevenmoremoney."

C)"Everyoneisopeningvideostores,whydon'twe?"
D)"Wecan'tstopmakingthisproduct.Thisproductgaveourcompanyitsstart."

6)Whichofthefollowingisnotconsideredasafactorofproduction?
A)money B)machineryandequipment

C)land D)unskilledlabor



7)Selectthegroupthatbestrepresentsthebasicfactorsofproduction.

A)land,labor,capital,entrepreneurship B)land,labor,money,management
skills
C)land,naturalresources,labor,capital D)land,labor,capital,technology

8)Whichofthefollowingisanexampleofhowthequestionof"whatgoodsand
servicesto

produce?"isansweredbythecommandprocess?

A)governmentsubsidiesforwindmillenergyproduction
B)lawsregardingequalopportunityinemployment
C)governmentallowanceforthedeductionofinterestpaymentsonprivate
mortgages
D)governmentregulationsconcerningthedumpingofhazardouswaste

9)Whichofthefollowingisthebestexampleof"whatgoodsandservicesshouldbe
produced?"

A)theuseofacapitalintensiveversusalaborintensiveprocessofmanufacturing
textiles
B)theproductionofSUV’sversustheproductionofsub-compactcars
C)themanufacturingofcomputerworkstationsinChinaorinIndia
D)theleasingversusthepurchasingofnewcapitalequipment

10)Whichofthefollowingisthebestexampleof"howgoodsandservicesshouldbe
produced?"

A)complyingwiththetechnicalspecificationsintheproductionofanaircraft
B)theproductionofjetaircraftfortheairforceorforacommercialairline
C)theuseofadditionalworkersversustheuseofmachinesintheproductionof
goods
D)theproductionofanewmanufacturingfacility

11)From thestandpointofasoftdrinkcompanythequestionof"Whatgoodsand
services

shouldbeproduced?"isbestrepresentedbywhichofthefollowingdecisions?

A)whetherornottohireadditionalworkers
B)whetherornottoincreaseitsadvertising
C)whetherornottoshutdownselectedmanufacturingfacilities
D)Alloftheaboveareexamples.



E)Noneoftheaboveareexamples.

12)Inthetext,theauthorsreferto"StageII"oftheprocessofchangingeconomicsas

A)demandmanagement. B)costmanagement.
C)diminishingreturns. D)profittaking.

13)Inthe"four-stage"modelofchange,"StageIIIisrepresentedby

A)decidinghowmuchtomarkupcoststosetaprofitableproductprice.
B)cost-cuttingandrestructuringtomaintainandimproveproduction.
C)narrowingproductlinestothoseofferingthegreatestrevenuepotential.
D)focusingonmarketswiththegreatestgrowthpotential.

15)Whichofthefollowingisthebestexampleofthe"command"process?

A)UnitedAirlinesbuysNorthwestAirlines.
B)StrikingautoworkersforceGeneralMotorstoshutdownitsfactories.
C)Banksraisetheirfeesonlatepaymentsbycreditcardholders.
D)TheFCCrequireslocaltelephonecompaniestoprovideaccesstotheirlocal
networks

beforebeingabletoofferlongdistanceservice.

16)Acriticalelementofentrepreneurship(asopposedtomanagerialskills)is

A)leadershipskills. B)risktaking.
C)technology. D)politicalskills.

17)Inthetext,akeyfactorinthechanging"economicsofabusiness"is

A)theneedtogrowrevenues. B)increasingcompetition.
C)risinglaborcosts. D)theneedtoexpandmarketshare.

18)Opportunitycostisbestdefinedas
A)theamountgivenupwhenchoosingoneactivityoverallotheralternatives.
B)theamountgivenupwhenchoosingoneactivityoverthenextbestalternative.
C)theopportunitytoearnaprofitthatisgreaterthantheonecurrentlybeingmade.
D)theamountthatisgivenupwhenchoosinganactivitythatisnotasgoodasthe

nextbestalternative.

19)Theeconomicconceptof"opportunitycost"ismostcloselyassociatedwithwhich



ofthe
followingmanagementconsiderations?

A)marketstructure B)resourcescarcity
C)productdemand D)technology

20)Whichofthefollowingisthebestexampleofopportunitycost?
A)acompany'sexpendituresonatrainingprogram foritsemployees
B)therateofreturnonacompany'sinvestment
C)theamountofmoneythatacompanycanearnbydepositingexcessfundsina

money
marketfund

D)theamountofprofitthatacompanyforgoeswhenitdecidestodropaparticular
product
lineinfavorofanotherone

21)Demandforacommodityrefersto:
a.NeedforthecommodityDesireforthecommodity

bAmountofthecommoditydemandedataparticularpriceandataparticulartime
c.Quantitydemandedofthatcommodity

22.WhichamongthefollowingstatementisINCORRECT?
a.Onalineardemandcurve,allthefiveformsofelasticitycanbedepicted’
b.Iftwodemandcurvesarelinearandintersectingeachotherthencoefficientof
c.elasticitywouldbesameondifferentdemandcurvesatthepointofintersection
d.Iftwodemandcurvesarelinear,andparalleltoeachotherthenataparticularprice
thecoefficientofelasticitywouldbedifferentondifferentdemandcurves.
Thepriceelasticityofdemandisexpressedintermsofrelativenotabsolute,changesin
Priceandquantitydemanded’
(Ansb)

23-Ifthedemandforagoodisinelastic,anincreaseinitspricewillcausethetotal
expenditureoftheconsumersofthegoodto:
a.Increase
b.Decrease
cRemainthesame
d.Becomezero

24-Thehorizontaldemandcurveparalleltox-axisimpliesthattheelasticityofdemand
is:
a.Zero
b.Infinite
c.Equaltoone
d.Greaterthanzerobutlessthaninfinit

25-Anindividualdemandcurveslopesdownwardtotherightbecauseofthe:



a.Workingofthelawofdiminishingmarginalutility
b.substitutioneffectofdecreaseinprice
c.incomeeffectoffallinPrice
d.Alloftheabove

26-Incomeelasticityofdemandisdefinedastheresponsivenessof:
a.Quantitydemandedtoachangeinincome
b.Quantitydemandedtoachangeinprice
c.Pricetoachangeinincome
d.Incometoachangeinquantitydemanded

27-Thesupplyofagoodrefersto:
a.Stockavailableforsale
b.Totalstockinthewarehouse
c.ActualProductionofthegood
d.Quantityofthegoodofferedforsaleataparticularpriceperunitoftime

28-Intheshortrun,whentheoutputofafirm increases,itsaveragefixedcost:
a.Remainsconstant
b.Decreases
c.Increases
d.Firstdecreasesandthenrises

29-Thecostofonethingintermsofthealternativegivenupiscalled:
a.Realcost
b.Productioncost
c.Physicalcost
dopportunitycost

30-Assumethatconsumer’sincomeandthenumberofsellersinthemarketforgoodX
bothfalls.Basedonthisinformation,wecanconcludewithcertaintythatthe
equilibrium:
a.Pricewilldecrease
b.Pricewillincrease
c.Quantitywillincrease
d.Quantitywilldecrease

31-Theeconomist’sobjectionstomonopolyrestonwhichofthefollowinggrounds?
a.Thereisatransferofincomefrom consumerstothemonopolist
b.Thereiswelfarelossasresourcestendtobemisallocatedundermonopoly
c.OnlyAiscorrect
d.BothAandBarecorrect

32-Inwhichofthefollowingmarketstructureisthedegreeofcontroloverthepriceof
itsproductbyafirm verylarge?
a.Imperfectcompetition



b.Perfectcompetition
cMonopoly
d.InAandBboth

33-TheoffercurvesintroducedbyAlfredMarshall,helpsustounderstandhowthe
______isestablishedininternationaltrade.
a.Termsoftrade
b.Equilibrium priceratio
c.Exchangerate
d.Satisfactionlevel

34-Demandforfactorsofproductionis:
a.Deriveddemand
b.Jointdemand
c.Compositedemand
d.Noneoftheabove

35-Theproducer’sdemandforafactorofproductionisgovernedbythe___ofthat
factor.
a.Price
b.MarginalProductivity
c.Availability
d.Profitability

36-Underconditionsofperfectcompetitionintheproductmarket:MRP=VMP
a.MRP>VMP
b.VMP>MRP
c.Noneoftheabove


