Quiz 3: Price Theory for Agribusiness

> Lansburg in Chapter 7 discusses the true cost to inflation and taxes as

o]

. A insignificant cost to the gross national product.

Costs determined in the price system.

c. The deadweight loss that individuals expend to avoid the
expense.

d. None of the above

e

> Suppose the price of my favorite whiskey is $ 75 per bottle (x1) and my
favorite cigars are 2.50 each (x2). Currently | consume 1 bottle of
whiskey every month and 10 cigars. What is my income constraint for
whiskey and cigars

a. 50x; + 5x < 75.
b. 75X1 ol 5X2 S 100.
c. 50x; +5x < 100.
d. None of the above.
> Suppose that | consume one bottle of whiskey and 10 cigars a month.
Next, assume that the price of whiskey goes up to $ 80 per bottle. What

is the Laspeyres price index for my new budget constraint? (a) 100, (b)
105, (c) 95, and (d) None of the above.
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