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Which of the following can be an indirect side effect of a price ceiling?
A) Longer waiting times to obtain the good </

B) Increase in demand elasticity X

C) Higher production costs X
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If a black market exists due to a rent ceiling, prices in the black market are usually:
A) Higher than the equilibrium price <7

B) Lower than the equilibrium price X

C) Equal to the equilibrium price X
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When a tax is imposed on a perfectly inelastic supply, the tax burden:
A) Falls entirely on producers <7

B) Falls entirely on consumers X

C) Is shared between consumers and producers X
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Under a minimum wage law, if a worker’s marginal productivity is lower than the legal
wage, the likely outcome is:

A) The worker will be laid off &7
B) An increase in working hours X
C) An increase in overtime pay X
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One reason a government might implement a price ceiling is to:
A) Protect consumers from high prices </

B) Encourage increased production X

C) Increase producers’ profits X
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The elasticity of demand for chocolate chip cookies is 0.3 and the elasticity of supply for
these cookies is 2. If a tax is imposed on purchases of chocolate chip cookies, then:

A) Consumers would pay more of the tax </
B) Producers would pay more of the tax X
C) The tax would be shared equally X
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Price ceilings, such as rent ceilings, set below the equilibrium price:
A) Decrease consumer surplus </
B) Do not affect producer surplus X
C) Increase supply X
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One possible effect of high taxes on businesses is:

A) Shifting part of production to the informal market </
B) Increasing domestic investment X

C) Reducing production costs X
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If a price ceiling is set far below the equilibrium price, then:
A) The shortage of the good will be greater 7

B) The shortage of the good will be smaller X

C) There will be no shortage X
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A minimum wage may lead to:

A) Higher production costs for some goods </
B) Lower production costs for all goods X

C) No effect on costs X
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When a sales tax is imposed on a good with elastic demand:
A) Quantity demanded decreases significantly </

B) Quantity demanded remains unchanged X

C) Quantity demanded increases X
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A policy that is the opposite of a price ceiling is:
A) A price floor </

B) Government subsidy X

C) Tax reduction X
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If a price ceiling is set above the equilibrium price, there will be no effect on
the market. <7
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Setting a minimum wage below the equilibrium wage leads to an increase in
unemployment. X
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A price floor is the legal minimum price that can be charged for a good or
service. ¥
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When demand is inelastic, sellers bear the larger share of the tax. X
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Imposing a rent ceiling below the equilibrium price may encourage the
emergence of a black market. </
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The more elastic the supply, the greater the producers’ share of the tax
burden. X
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Setting a minimum wage above the equilibrium wage can result in a surplus
of low-skilled labor. </
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X
When a sales tax is imposed, consumers always bear the full tax burden
regardless of elasticity. X
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(Deadweight Loss). &7
Taxes can cause a loss of economic efficiency known as deadweight loss. <7
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A price ceiling sets the minimum price that can be charged in the market. X
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Imposing a price floor above the equilibrium price may lead to a surplus in
supply. &7
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cigarettes shifts the demand curve of cigarettes rightward. X
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