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Quiz 1 Name:____________________________________
Microeconomics - EC 2016
Fall Semester 1999
Instructor: Robert M. McNab Score:________________

INSTRUCTIONS: Read all questions carefully and select the best answer.  

1. T F The principle of comparative advantage states that a country should only engage in
international trade if it completely dominates the terms of trade, that is, it can produce all
goods at relatively lower costs than its trading partners.

2. A concave production possibilities frontier ‘bows outward’ from the origin due to: 2 points

a. Increasing marginal returns to production
b. Constant returns to production
c. Decreasing marginal returns to production
d. Increasing absolute returns to production

3. In the space provided below, illustrate a concave production possibilities frontier where the maximum
production of computers is 1.5 million units and the maximum production of cars is 2.0 million units. 
Furthermore, illustrate an obtainable but inefficient combination of computers and cars (Point A); an
efficient and obtainable combination of computers and cars (Point B), and an unobtainable
combination of computers and cars (Point C).  4 points

4. The opportunity cost of you attending this class includes:

a. All the monetary costs that you incurred, to include books, tuition, and gas.
b. All the implicit costs that you incurred, to include wages foregone and satisfaction derived from

leisure activities
c. All the monetary costs and the value of your best foregone alternative
d. Only the value of your best foregone alternative
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1.  False
2.  C
3.  See lecture, class notes, and readings on concave PPF
4.  C or D


