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The following exam consists of 15 multiple-choice questions. Each question is worth 2 points for a total of 30 points. Please answer each question by picking the option that you think represents the best answer and writing that alphabet in the space provided on the last sheet. 

The Correct answer has “**” next to it. 

1.
Which of the following could NOT be a public good?

A) National defense

**B) an apple

C) music broadcast by a radio station

D) information about worker safety when using asbestos

2.
If the slope of a regression line is negative, then an increase in the independent variable will cause

A) an increase in the dependent variable.

B) an increase in the error term.

**C) a decrease in the dependent variable.

D) a decrease in the error term.

3.
A regression estimates that Q = 35 - 0. 1 *X, where Q is the quit rate, X is the number of employees at the firm and the firm sizes range from 50 to 100. This indicates that doubling the number of employees from 50 to 100 will reduce the quit rate by

A) 50 % points.

**B) 5 % points.

C) 35 % points.

D) 10% points.

4. Suppose in 1999 John Doe’s real earnings were $29,000 and his nominal earnings were $32,000 (in 1991 prices, i.e. with 1991 as the base year). Then the CPI (Consumer Price Index) for 1999 with 1991 as the base year is 

A) 100

B) 87.7

C) 152.8

**D)110.3

5. Based on the information in Question 4 above we can say that between the years 1991 and 1999 inflation is equal to 

A) 0%

B) –12.3%

C) 52.8%

**D)10.3%

6. A regression estimates that Q = 35 - 6*W, where Q is the quit rate, and W is the average hourly wage rate. If the average hourly wage rate is $5.00 then 

A) its quit rate is predicted to be 70 percent.

B) its quit rate is predicted to be 35 percent.

**C) its quit rate is predicted to be 5 percent.

D) we cannot predict the quit rate.

7.
The labor force is made up of

A) all members of society.

B) all members of society who are at least 16 years of age.

**C) all members of society who are at least 16 years old and are either employed or unemployed.

D) employed workers, unemployed workers and retired workers.

TABLE 1

Population: 260 million

Employed: 130 million

Unemployed: 10 million

Retired: 35 million

Under Age 16: 60 million

8.
Given the data in Table 1, there are _____ people in the labor force

A) 130 million 

**B) 140 million

C) 175 million

D) 200 million

9.
Given the data in Table 1, the unemployment rate is

A) 3.82 %.

B) 5.09%.

**C) 7.14 %.

D) 9.8 %.

TABLE 2: Workers in the Widget Industry

Year
Earnings
CPI

1966
$8,000

60

1976
$15,000
100

1986
$22,500
178

1996
$30,000
205

10.
According to Table 2, real earnings in the Widget Industry in 1986 were (approximately)

A) $22,500.

**B) $12,640.

C) $11,538.

D) $15,730.

11.
According to Table 2, in which year were the real earnings of workers in the Widget Industry highest?

A) 1966

**B) 1976

C) 1986

D) 1996

12.
When the price of capital increases, the quantity of _________ demanded will _______, but the effect on __________ is ambiguous.

A) labor, increase, capital

B) labor, decrease, capital

C) capital, increase, labor

**D) capital, decrease, labor

13. The marginal product of labor tells us

A) which employee is the most productive.

B) the average output produced by each employee.

**C) the additional output produced by each employee.

D) how much money the firm can make from hiring each employee.

TABLE 3



Total # of Pots

Number of Workers
Produced Per Day


0
0


1
6


2
13


3
18


4
21


5
23


6
22

14. Referring to Table 3, which of the following statements is INCORRECT? If pots sell for a fixed price of $20 each then 

**A) the marginal revenue product of labor of the second worker is $260.

B) the marginal product of the second worker is seven pots.

C) the marginal product of the fourth worker is 3 pots

D) the marginal revenue product of labor of the second worker is $140

15.
Referring to Table 3, if wages are $40.00 per day and pots sell for $20.00 each, how many potters will the firm hire?

A) two

B) three

C) four

**D) five
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