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Practice Test 2

¥ Check Answer £/ Show Answer

£ Flag for Review
The cotton farms of Country Q becare so productive that the market could not absorb all that they produced. Consequently, cotton
prices fell. The government: tried to boost cotton prices by offering farmers who took 25 percent of thelr cotton acreage ot of
prodiiction direct support payments Up to a specified maximum per farm

The government's program, if suiccessful, will ot be a net burden on the budget, Which of the following, if true, is the best basis for
an explanation of how this could be so?

[®]Depressed cotton prices meant operating losses for cotton farms, and the overnmert lost reverte from taxes on farm profits

© Cotton prodi.ction in several couniries other than Q declined slightly the year that the support-payment program went into effect
inQ.

© The first year that the support-payment program was in effect, cotton acreage in Q was 5% below its level in the base year for
the program

© The specified maximum per farm meant that for very large cotton farms the support payments were less per acre for those acres
that were withdrawn from prodiction than they were for smaller farms

© Farmers who wished to qualify for support payments could not use the cotton acreage that was withdrawn from prodtction to
grow any other crop
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