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If the firm's demand curve is perfectly elastic, the firm must be
(A) amonopoly. (B) an imperfect competitor. (C} an oligopoly. (]j) a perfect competitor.

. Frank is considering moving to Denver. There is a 60% chance that he will find a job that pays

$2,000 more than what he currently earns and a 40% chance he will find one that pays $4,000

less. The expected value of moving to Denver is
(A)-5400. (B)$0. (C)$1200. (D) $2800.

. Suppose marginal cost of producing the third TV is $200 and the total cost of producing three

TV 15 §750. TV's are sold for $250 each. What is the seller's reservation price for the third
TV?
(A) 550 (B) 35200 (C)S$s500 (D)S§750

. To calculate accounting profits, one takes the difference between

(A} total revenues and explicit costs. (B) total revenues and fixed costs. (C) implicit total

revenues and the sum of fixed and variable costs. (D) total revenues and the sum of fixed and

variable costs.

. Suppose demand equation is P=8-Q and supply equation P=2+(}. Calculate the total economic

surplus.
(A)3 (B) 4. 5 (Cy9 (D)1
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6. A monopolistically competitive firm is one

(A) that behaves like a monopolist. (B) of many firms that produce slightly different but very
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similar goods. (C) of many tirms that produce goods with no close substitutes. (D) that is

competitive but wants to be a monopolist.

7. The elasticity of one product is 0.5. By what percentage will a 4% decrease in the price of the
product affect total expenditure on this product?
(A)0.5% (B)1.02% (C)2.1% (Dy4%

8. Deadweight loss 1s
(A) present in all markets. (B) the difference between consumer surplus and producer surplus.

(C) positive in markets where equilibrium is distorted by price controls or taxes. (D) always

larger than consumer surplus.

9. Mandy pays $12,000 in taxes and earns $150,000. Moe pays $7,000 in taxes. [f the tax system

is proportional, then Moe's income 1s
(A) $24,000. (B) $30,000. (C} $75,000.. (D) $87,500.

10. Kyle is considering the following gamble: a 70% chance of winning $2,000 and 2 30%
chance of losing $2,000. This gamble would be classified as a(n)
(A) fair gamble. (B) unfair gamble. (C) worse than fair gamble. (D) better than fair gamble.
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