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34.Suppose a certain product has an upward-sloping price-consumption
curve, then an increase in the price of the product will
(A)decrease total revenue.
(B)increase total revenue.
(Cincrease the demand for the product.
(Dhave no effect on total revenue. (e & )
Ans . (B)
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Problems and Applications

3. Which of the following statement is false?

(A)Rational choice by an individual implies decisions aimed® at achieving
some predetermined31 goal.

(BIEconomists believe that concern for the welfare of others is consistent with
the concept of self-interest®2,

(C)A rational decision-maker will take only those actions for which the ex-
pected marginal benefit is greater or equal to the expected marginal cost.

(D'The other-things-constant assumption allows the economists to make useful
predictions.

(E)None of the above. (e L)

Ans : (E)

30 aim : FIfY s ?Eﬁﬁ%ﬁl
31 predetermine : Ffi-LijkE

32 self-interest : FIA
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3%.You have homothetic preferences®. When your income was $1,000,
you bought 40 books and 60 newspapers. When your income
increased to 1,500 and prices did not change, you will buy

(A)60 books and 90 newspapers. (B)80 books and 120 newspapers.
(©)60 books and 60 newspapers. (D40 books and 120 newspapers.
(¢ TH£&)
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37.Which of the following statements is false?

(M)If the government grants34 a per-unit cash subsidy to all the producers of a
commodity, the supply curve of each producer will shift downward by a
vertical distance equal to the amount of the cash subsidy per unit. This is
like a reduction in the costs of productions; it has the same effect one
producer’s supply curves and the market supply curve as an improvement
in technology.

(B)For two commodities which are substitutes, a change in the price of one
cause a change in the same direction in the quantity purchased of the other.
Thus, the cross elasticity between them is positive. On the other hand, a
change in the price of commodity cause the quantity purchased of its

complement to move in the opposite direction. Thus the cross elasticity

3 homothetic preferences : 5%~ ftr’,]tzl

34 grant : [ﬁj?ﬁl ; UEF
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