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Click the button next to the response that best answers the question.
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1. Driving to different stores to locate a product is an example of

· [image: image1.wmf]a rationing system. 

· [image: image2.wmf]a supply shock. 

· [image: image3.wmf]a search cost. 

· [image: image4.wmf]spillover cost. 

2. If the market equilibrium wage for low-skilled labor is $4.50 per hour, and the minimum wage is set at $5.15, the result is

· [image: image5.wmf]a market in equilibrium. 

· [image: image6.wmf]an excess supply of labor. 

· [image: image7.wmf]employers ready to hire more workers. 

· [image: image8.wmf]an excess demand for labor. 

3. A market is in equilibrium when

· [image: image9.wmf]quantity demanded is greater than quantity supplied. 

· [image: image10.wmf]quantity supplied is greater than quantity demanded. 

· [image: image11.wmf]quantity supplied and quantity demanded are equal. 

· [image: image12.wmf]quantity supplied and quantity demanded are set by the government. 

4. Which statement explains why prices rise in a market?

· [image: image13.wmf]Producers produce a quantity greater than consumers want to buy. 

· [image: image14.wmf]Consumers buy much less of a good than they have in previous years. 

· [image: image15.wmf]New producers enter the market. 

· [image: image16.wmf]There is excess demand in the market. 

5. How are goods and resources distributed in a free market economy?

· [image: image17.wmf]through rationing 

· [image: image18.wmf]through prices 

· [image: image19.wmf]through government action 

· [image: image20.wmf]through disequilibrium 

6. Which of the following does NOT apply to a market system?

· [image: image21.wmf]It ensures that government intervention is always present. 

· [image: image22.wmf]It ensures the availability of products that consumers want. 

· [image: image23.wmf]It ensures that sellers decide to stay in business based on their profits. 

· [image: image24.wmf]It ensures that sellers respond to changing needs and tastes of customers. 

7. Which of the following is an example of a shortage?

· [image: image25.wmf]Stores cannot sell all the new popular toys they have on hand. 

· [image: image26.wmf]Manufacturers make too many units of a popular new toy. 

· [image: image27.wmf]Consumers cannot find enough of a popular new toy in stores. 

· [image: image28.wmf]Consumers cannot afford to buy a new popular toy. 

8. Whenever the market is in disequilibrium and prices are flexible, market forces will

· [image: image29.wmf]push the market toward equilibrium. 

· [image: image30.wmf]not affect the economy. 

· [image: image31.wmf]keep the market in disequilibrium. 

· [image: image32.wmf]prolong a shortage of goods and services. 

9. The minimum wage is an example of

· [image: image33.wmf]a price ceiling. 

· [image: image34.wmf]a price floor. 

· [image: image35.wmf]the action of market forces. 

· [image: image36.wmf]market equilibrium. 

10. In a ____________, one organization decides the goods to be produced and sets the prices that can be charged.

· [image: image37.wmf]free market economy 

· [image: image38.wmf]command economy 

· [image: image39.wmf]surplus 

· [image: image40.wmf]market based economy 

11. In a free market, if the minimum wage is set below the market equilibrium wage rate,

· [image: image41.wmf]it will have no effect on employment. 

· [image: image42.wmf]the result is an increase in unemployment. 

· [image: image43.wmf]employers will find many workers willing to accept the lower wage. 

· [image: image44.wmf]the result is a decrease in unemployment. 

12. When there is excess supply,

· [image: image45.wmf]prices tend to rise. 

· [image: image46.wmf]prices tend to fall. 

· [image: image47.wmf]demand rises. 

· [image: image48.wmf]the government imposes price ceilings. 

13. Rationing is a common form of distribution in a

· [image: image49.wmf]centrally-planned economy. 

· [image: image50.wmf]free market economy. 

· [image: image51.wmf]price-based system. 

· [image: image52.wmf]market based on competition. 

14. In any market, quantities supplied and quantities demanded will

· [image: image53.wmf]never be equal. 

· [image: image54.wmf]be equal at only one price and quantity. 

· [image: image55.wmf]always be equal. 

· [image: image56.wmf]be equal at several different prices and quantities. 

15. Which of the following is an example of spillover costs?

· [image: image57.wmf]People buy products by paying illegally high prices for them. 

· [image: image58.wmf]There is a sudden shortage of goods and the supply cannot be increased quickly. 

· [image: image59.wmf]People have to pay higher prices for items that are in short supply. 

· [image: image60.wmf]A manufacturer continues to pollute a river because it does not pay the costs for cleaning it. 

16. When the actual price in a market is below the equilibrium price, you have

· [image: image61.wmf]equilibrium. 

· [image: image62.wmf]a price floor. 

· [image: image63.wmf]excess supply. 

· [image: image64.wmf]a price ceiling. 

17. In a rationing system, offering a landlord extra cash to guarantee the availability of an apartment is

· [image: image65.wmf]always legal. 

· [image: image66.wmf]a necessity to keep the economy from falling into a recession. 

· [image: image67.wmf]considered to be doing business on the black market. 

· [image: image68.wmf]encouraged by the government. 

18. Which of the following is NOT an advantage of a price-based system?

· [image: image69.wmf]prices act as an incentive for buyers and sellers 

· [image: image70.wmf]prices are flexible 

· [image: image71.wmf]prices act as signals for buyers and sellers 

· [image: image72.wmf]prices can easily be set by the government 

19. Disequilibrium occurs when

· [image: image73.wmf]quantity supplied and quantity demanded are not equal. 

· [image: image74.wmf]quantity supplied and quantity demanded are equal. 

· [image: image75.wmf]prices are higher than quantity supplied. 

· [image: image76.wmf]there is neither excess supply nor excess demand. 

20. When does a surplus exist?

· [image: image77.wmf]when new products are brought to the market for sale 

· [image: image78.wmf]whenever prices drop 

· [image: image79.wmf]when there are too few items for the people who want to buy them 

· [image: image80.wmf]when there is a greater supply of a good than people want or are able to buy
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