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— ~ Multiple Choice: Choose the best answer from the options. (38 )

1. Which of the following is true about the corresponding marginal revenue curve when the demand is
downward-sloping?
(A) It is downward-sloping.
(B) It is the demand curve under 1™ degree price discrimination.
(C) It is steeper than the demand if there is no price discrimination.
(D) All of the above.

2. Which of the following is true about economic rent?
(A) It is a wedge in quantities.
(B) It comes from some exclusivity.
(C) It is part of the deadweight loss.
(D) It prevents black market deals.

3. Which of the following is not true about perfect versus monopolistic competition?
(A) Individual firm produces more output in perfect than in monopolistic competition.
(B) Individual firm charges a lower price in perfect than in monopolistic competition.
(C) Individual firm breaks even in long-run equilibrium in both of them.
(D) The market supply equals the horizontal summation of each individual firm’s supply in both of

them.

4. Which of the following is not a characteristic of a monopoly?
(A) It is difficult to find substitutes for its product.
(B) It is the only supplier in the market.
(C) It is a price-taker.
(D) It is almost impossible for others to enter.

5.  Which of the following statement best describes the concept of consumer surplus?
(A) The camera costs exactly my budget for it.
(B) It is always a happy surprise to have extra discounts when buying something,.

(C) The seller refuses to accept a lower price.
(D) Consumers are willing to pay more for better quality.

6. If John’s consumption for coffee decreases by 15% as the price of coffee increases by 30%, we call John

has a(n) demand for coffee.
(A) elastic (B) inferior (C) inelastic (D) unit-elastic
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7. Which of the following is not true about “long run” in economics?
(A) It has to be at least over one year.
(B) All inputs are variable inputs.

(C) It differs case by case.
(D) Every input changes with level of outputs.

8. Given the information below, what is the cost of traveling abroad for the summer?

Flight fare $ 1,200
Hotels 800
Other expenses when travelling 1,000
Expenses when not travelling 800
Summer intern at a theme park 1,800
Summer job at a supermarket 2,800

(A) $3,000 (B) $4,600 (C) $5,000 (D) $5,800

9. When there is a shortage in a free market, the
(A) price will fall. (B) price will rise. (C) quantity will fall. (D) quantity will rise.

10. Which of the following is true about efficiency wages?
(A) Efficiency wages are set below the equilibrium.
(B) Efficiency wages cause frictional unemployment.
(C) Efficiency wages generate higher average wage costs for employers.
(D) Efficiency wages generate higher opportunity costs for employees.

Answer questions 11 and 12 with the following table:
Income Elasticity of Demand

Good A 1.03
Good B 0.00
Good C -0.07

11. Which of the three goods is a luxury good?
(A) Good A (B) Good B (C) Good C (D) None of the above.

12. Rank the three goods in terms of the slope of their demand curves.
(A)A>B>C (B)A>C>B (C)C>B>A (D) Not enough information.

Answer questions 13 to 16 with the following equations:
o°=50-P (Q*=-30+3P

13. What is the equilibrium quantity?
(A) 10 (B) 20 (C) 30 (D) 60
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14. What is the equilibrium price?
(A) 10 (B) 20 (C)30 (D) 60

15. What is the producer surplus in this market when it is at equilibrium?
(A) $150 (B) $200 (C) $450 (D) $600

16. What is the deadweight loss when government sets a price floor at $15?

(A) $0 (B) $37.5 (C) $75 (D) $150

Answer questions 17 to 19 with the following diagram:

Cost ($)

835f Sz
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300 Output (Q)

17. Which of the following is true about the curves?
(A) Curve A is the average total cost curve.
(B) Curve A is the marginal cost curve.
(C) Curve C is the average total cost curve.
(D) Curve C is the marginal cost curve.

18. According to your answer to question 17, what is the total cost when producing 300 units of output?
(A) $7,500 (B) $10,500 (C) $18,000 (D) None of the above

19. Why does curve C approach curve B as output increases?
(A) Diminishing marginal value.
(B) Diminishing marginal opportunity cost.
(C) Just a special case for this particular graph.
(D) Diminishing average fixed cost as more output been produced.

AN A MR HH @



Byt X103 RFEERIHBRERLHRPAERAEAREAA
% B EHBALLHL2 I FR F X Ff ¢ 80 4%
#t B &g $4R #£47

O MRTER 4K

= ~ Short Answer (12 %)
Answer the following questions with the payoff matrix below:

Left Middle Right
Top (1,0) (1,2) 0, 1)
Bottom (2,3) (0, 1) (2,0)

(a) List the key elements of a game.

(b) List the dominant strategy/strategies for player 2 (the column player), if any.
(c) List the dominated strategy/strategies for player 2 (the column player), if any.
(d)List the Nash equilibrium/equilibria of this game, if any.
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