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(1) Ifafirm had a fixed proportions technology, then the pollution produced by this firm
A) cannot be reduced.
B) can be reduced only by lowering the level of output (holding technology constant).
C) can be reduced by changing how the output is-produced within the bounds of the
existing technology. v
D) can be reduced only by increasing the number of firms in the industry.

(2) When a moral hazard problem exists for automobile driving, the marginal cost of driving
A) is lowered, and the amount of driving done is raised above the efficient level.
B) is lowered, and the amount of driving done is lowered below the efficient level.
C) is raised, and the amount of driving done is raised above the efficient level.
D) is raised, and the amount of driving done is lowered below the efficient level.

'(3) Ice cream can be frozen. In the short run the magnitude of the own price elasticity of demand
for ice cream:
A) is higher than in the long run.
B) is lower than in the short run.
C) is the same as in the long run.
D) does not depend on the fact that ice cream can be frozen.

(4) Although the U. S. airline industry has only a relatively small number of sellers, the market
is nevertheless highly competitive. The reason is that:
A) the number of buyers is very large.
B) due to fierce competition, no firm has significant control over prices.
C) due to fierce competition, no firm has significant control over the quantity supplied.
D) most airline routes are served by relatively many sellers.

(5) Suppose the labor market is perfectly competitive, but the output market is not. When the
labor market is in equilibrium, the wage rate will:
A) be less than price times the marginal product of labor.
B) equal price times the marginal product of labor.
C) be greater than price times the marginal product of labor.
D) None of the above is necessarily correct.

(6) Suppose the equilibrium price of milk is $3 per gallon but the federal government sets the
market price at $4 per gallon. The market mechanism will force the milk price back down to
$3 per gallon unless the government:

A) rations the excess demand for milk among consumers.

B) buys the excess supply of milk and removes it from the market.

C) Both A and B are plausible actions. ,

D) The government cannot maintain the price above the equilibrium level.
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(7) Suppose the demand for gourmet coffee can be represented by a linear demand curve. At the
prevalhng market price the income elasticity of demand for gourmet coffee is 2. When
“income rises the demand curve for gourmet coffee:
A) becomies less elastic at every price.
B) becomes less elastic at the price that prevailed before the change in income
C) becomes more elastic at every price
D) becomes more elastic at the price that prevailed before the change in income

(8) Which of the following are examples of situations in which the standard model of the
consumer may not be realistic? :
A) Impulse purchases :
B) Following fads and fashions instead of one’s own preferences
C) Addictions or other strong habits in consumption
D) all of the above

(9) The magnitude of the slope of an indifference curve is:
A) called the marginal rate of substitution.
B) equal to the ratio of the total utility of the goods.
C) always equal to the ratio of the prices of the goods.
D) all of the above

(10) Use the following two statements in answering this question:

I For all Giffen goods the substitution effect is larger than the income effect.
11. For all inferior goods the substitution effect is larger than the income effect.
A) I and II are true.
B) I is true, and I is false.
C) Lis false, and Il is true.
D) I and II are false.

(11)If a consumer is always indifferent between an additional one grapefruit or an additional two
oranges, then when oranges are on the horizontal axis the indifference curves:
A) will be straight lines with a slope of -1/2. '
B) will be straight lines with a slope of -1.
C) will be straight lines with a slope of +1/2.
D) will be right angles whose corners occur on a ray from the origin with a slope of +2.

(12) When Joe maximizes utility, he finds that his MRS of X for Y is greater than Px/Py. It is most
likely that:
"A) Joe’s preferences are incomplete.
B) Joe’s preferences are irrational.
C) Joe is not consuming good X.
D) Joe is not consuming good Y.
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(13) Consider two goods X and Y available for consumption. Assume that the price of X changes
while the price of Y remains fixed. For these two goods, the price-consumption curve
illustrates the
A) relationship between the price of X and consumption of Y.

B) utility-maximizing combinations of X and Y for each price of X.
C) relationship between the price of Y and the consumption of X.
D) utility-maximizing combinations of X and Y for each quantity of X.

(14) Suppose the major soft drink companies develop vending machines for canned and bottled
drinks that can determine your maximum willingness-to-pay for a drink, and the machine
~ charges you that price when you purchase a drink. If this were possible, the consumer surplus
in the vended soft drink market would be:
A) positive because consumer surplus equals consumer expenditures in this case.
B) positive because the market demand curve is perfectly inelastic in this case.
C) negative because people are not actually willing to pay their maximum value for the
product. .
D) zero because all surplus value is captured by the seller.

(15) A firm’s expansion path is
A) the firm’s production function.
B) a curve that makes the marginal product of the last unit of each input equal for each
output.
C) a curve that shows the least-cost combination of inputs needed to produce each level of
output for given input prices.
D) none of the above

(16) The demand curve for tickets to the concert is given as follows:

Q=200-0.1P »

At a price of $30, what is the consumer surplus from concert tickets?
A) $20 B) $2,000

C) $1,970 D) $194,045

(17) The cost-output elasticity is used to measure:
A) economies of scope.
B) economies of scale.
C) the curvature in the fixed cost curve.
D) steepness of the production function.

(18) Use the following two statements to answer this question:
I. Increasing returns to scale cause economies of scale.
II. Economies of scale cause increasing returns to scale.
A) Both I and II are true. B) I is true, and Il is false.
C) 1 is false, and II is true. D) Both I and II are false.
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(19)If a competitive firm’s marginal costs always increase with output, then at the profit
maximizing output level, producer surplus is
A) zero because marginal costs equal marginal revenue.
B) zero because price equals marginal costs.
C) positive because price exceeds average variable costs.
D) positive because revenues are increasing faster than variable costs.

(20) Which of the following is NOT true for monopoly?
A) The profit maximizing output is the one at which marginal revenue and marginal cost
are equal.
B) Average revenue equals price. ,
C) The profit maximizing output is the one at which the difference between total revenue
and total cost is largest.
D) At the profit maximizing output, price equals marginal cost.

(21)If the regulatory agency sets a price where AR = AC for a natural monopoly, output will be
A) equal to the competitive level. B) equal to the monopoly profit maximizing level.
C) greater than the monopoly profit maximizing level and less than the competitive level.
D) greater than the competitive level.

(22)In the personal computer market, some large manufacturers are able to buy computer
components (e.g., disk drives, flat-screen monitors, and memory chips) and software at lower
prices than smaller firms in the market. This outcome indicates that the large firms enjoy
some degree of in this market.

A) monopoly power  B) oligopoly power C) oligopsony power D) monopsony power

(23) When the movie “Jurassic Park” debuted in Westwood, California, the price of tickets was
$7.50. After several months the ticket price had fallen to $4.00. This is an example of
A) peak-load pricing. B) second-degree price discrimination.
C) a two-part tariff. D) none of the above

(24) Which statement most nearly describes a Nash equilibrium applied to price competition?

A) Two firms cooperate and set the price that maximizes joint profits.
B) Each firm automatically moves to the purely competitive equilibrium because it knows
the other firm will eventually move to that price anyway.

. C) Given the prices chosen by its competitors, no firm has an incentive to change their prices
from the equilibrium level.
D) One dominant firm sets the price, and the other firms take that price as if it were given by
the market.

(25) The kinked demand curve model is based on the assumption that each firm
A) considers its rival’s output to be fixed.
B) considers its rival’s price to be fixed.
C) believes rivals will match all price changes.
D) none of the above
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(26) WA H GDP fEH—F (4 1995) TF% » THH—IELE R EHY 2
A) E'E GDP K GDP deflator(Bl RFF 1SS 80 — E1F It F FIHE TR
B) E'E GDP /s GDP deflator 1F 4 &
C) E'E GDP FHEI T
D) GDP deflator 7F TN FFE

@7) xR ES BN A LA 2000 8 A » Ho 1000 # A TIE - 200 & AFERT
;’; 200 B AE_{E B ATEAZ IEIR TME » Hbk 600 B A S8H TIEERE - KBy L LR
A) 10%
" B) 143%
C) 16.67%
D) 20%

(28) BERARERIFFERE R = FEIE
A) &EEER
B) &EiETR
O REERIKOR
D) {EiFERAR

(29) H—PAEKEE T aE _ERRE AR —FEd
() SRERAEISZT$75,000 955 TEE » Wi 50 B2y E $7124$100,000 E%faa%z«%z_ﬁ
(i) SRESBUERE A 50 By E R0 2 {1$50,000 E’]’%I%Té  H4,$400,000 FygHeE
AR RASHA RS L EERY-4 H GDP & ?
A) $125,000
B) $250,000
C) $400,000
D) $500,000

(30) fAIEEEE GDP
A) ISR an b s DB IR AR (B i =
B) [E—BHARE 5 R AT S s
C) A [FIRFHARYEE i 5 I DB HARY (E S i 2
D) [E—EFHRE S R DR RN R St &

(3l F—EFmREEHE R E C=50+0.28 Yo+ 0.14 Yo + 0.08 Ypeo
oA I LA R B R A ?
A) 0.14
B) 0.28
C) . 05
D) 2
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(32) HEEENEEET BIERERE SR
A) EMNEHT > FIREREE
B) EWRD  FIREB(LFrHEE
C) FERLEA  EHECFHEE
D) FIERTRE  EHS(EFHEE

(33) £ IS-LMRRI » TR B IAR R E g ey
A) LMERRTR » FIR TR - #&hn
B) LMEh&R £% » IR EF » #eig )
C) ISHRER/ERS - FIRTRE » EHRED
D) IS dh&paRs - Fl% b B

(34) TESATEAIRARIT T  SORBORIGER
A) PLF YRS
B) Y#ifn - PR%
C) YRPEEFH
D) YRPETHR

(35) SRBTHIARBLE ISR ASIE S
A) BERAREWERT
B) {HI/KEENARZ B AlEH S EAIRE
C) &ER—HERTREKE
D) BREHSHIIINER S EEH

(36) “EEMLFERTE
A) fERY 4% HyKFER
B) AfSEI(EIEEHSH TIE
C) BMRFEREERMEREY %
D) TEEMRKEL ERRIER

(7 SLFBENBERENERT - THIEWe) GREH TEW)
A) &
B) f{&
C) HHE
D) HEEHZEET5H

(38) TFIMaE Ryttt (sacrifice ratio) ?
A) HEERARRER IR A
B) BRI KRR
C) EHBRERMER R
D) SRR SE AR (%
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(39) THU{aI3E Ry E B ¥ (replacement ratio)
A) RENREBFS/EENREIE
B) BLSREVERIEFETIS/ 2R ATE
C) RENIRRIFTIS/ 2R E TS
D) RENERIFTS/SERERE

(40) FEii5H(Misery Index)its
A) HERARE A+ F=R
B) FlE+ LR
O HEIRE+LER
D) &FER+ AOFETHEE

(41) FIUH— TR SR RIS i 2
A) SRITIFEELEIg T
B) it B S AL B
O) RITEELLEIRD
D) BEEREEI

(42) TEIS-LM SRS - Fig D& ik
A) IS Hh4RAGSE)
B) IS Hh&R AT
C) LMHh4RIE TH4E)
D) LM dhéRE L&)

(43) THIH—IEREEN RO ER (o RS ER)
A) 1-7°
B) i-n°
C) (1+)/(1+n%)
D) [(1+)/(1+n%] - 1

(44) EExHATREFIER 5% EZENEERE - HAFEE  Er R B i v 45—
1,000 JTH0HE - EITHBRES
A) $900
B) $907.03
C) $952.38
D) $1102.50

A) BB
B) b
C) K&
D) AHEEHZ(L  BESEN
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(46) E KT EFISR Gk
A)  TEHAREHT I E R
B) FUHRE TR E R
C) FrEERmm
D) ITEERREK

(47) EHEHEN LI TR NS4S » HIREE
A) EWNEN - BE R
B) EHNI - BEZ(EARE
C) EHED - BE TR
D) EWRED - BEEETHEE

(48) TIMaIEA iR IS dh4RmTEE)
A) BEMESTTHRE I
B) AR
C) BB RayE
D) JHREE AR

(49) FREEFEBHEIER FHIfERERR ©
A) ISHBRZEEN
B) LM Hi%EEE
C) IS H%E/KIH
D) LM #i&2KFEH

(50) FERFEMBIE TR - THIH—IEREH ?
A) PSHhéR Ei%
B) PSHh&R T
C) WSih4r b
D) WSHh&T#
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