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Finalexam review Econ 201

PART l :  MULTIPLE CHOICE QUESTIONS

/n-\
\r. TSuppose that the price elasticity of supply for toothpaste is 0.2. If the price of toothpaste
- increures by 30%, what would we expect to happen to the quantity of toothpaste supplied?

a. increase by 3%
b. increase by 60%
c. decrease by 5%
d. decrease by 15%

fH) increased by 6%
2. A perfectly competitive firm has MR: $8/unit and

to maximize profits?

a. produce 400 units
b. produce 800 units
c, charge 8$/unit

d.6&
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d. charge aprice greaterthan 8$/unit

@ aand c.
3. If a risk averse individual is offered the opportunity to buy actuarially fairly priced insurance, she will

definitely purchase it because doing so would
(a./ iwease her expected utility over what it would be without the insurance NA

Y. result in the same level of utility as without insurance
c. yield the same level of expecf wealth as without insurance ;
d. increase the standard deviation of her income over what it would be without insurance n1
e. none ofthe above

4. If decreasing retums to scale are present,

a. l0o/o inqease in output
b. more than I}Yo tncrease in output

@) less than l0%o increase in output

X. 10% decrease in output
e. output not changing

5. Given any pair of goods X and Y, utility

a. MUx/Px: MUy/Py
b. MUx/MUY : Px/PY

c. MUx: MUy
d. Px: Py

z,l-\

f e.) Both (a) and (b) are correct

then a I0o/o rncrease in input would result in

*-*tpi (:IIi""* * 0vt1*t **Lt*#' lan''

I nS : rt Lnp-'{- c. u**ra#d d"s ,} ! r,,
bR"J = >

is maximized when: c)"&
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7.

6. If the demand for baseball is more elastic than supply, ataxof 3$ per baseball will increase
the consumer price by:
a. $3 15> ts
b. more than $i.50 but less than $3
c. $1.s0 Tc <

@ tess than $1.50
e. 0$ 

- Ic:  { l '3

A firm has min AVC at $30/unit and min ATC is $60/unit, if the firm is currently chargins
$45lunit: 

-,tj C

d. It should produce a quantity to minimize AVC I

O;;; ; ; . -  

EYss. l rLrrv 'u ' ' r r rze^vv \* ' -

8. if the price oforanges increases and the total revenue earned by orange producers increases,
then the demand for oranges is:/--\

Q) inelastic
b. unit elastic
c. elastic
d. infinitely elastic
e. upwards sloping
If the equilibrium price is 17.33$ and the equilibrium quantity is 150. The price elasticity at

UTJ| UI l l t ,

a. It should produce a quantity to miniryize ATC \i \ //" ,
b. It should shut down immediately ( I 

o 
t- ,\ V---=-'

c. It should stay in business until it can eliminate its fixed costs'1 ;It 1 
=-7#1-*- Av

&rc

L

*tt
:: r:{the 

equlibriumS t'-4$ $'T")

of G'r:\R"r

Ag/ (A\& a )

l\P / (Ao r>
b. 2.25+
c. -.26
d. - . r7

l#r&
@ None of the above

10. Opportunity cost measures the:
a. different opportunities for spending money

/Q u-o,tnt of one good forfeited to obtain a unit of another good
c. altemative means of producing output
d. market price of a good
e. monetary cost of purchasing a commodity

https://www.coursehero.com/file/12963981/econ-201-final-review/

This
 st

ud
y r

es
ou

rce
 w

as

sh
are

d v
ia 

Cou
rse

Hero
.co

m

https://www.coursehero.com/file/12963981/econ-201-final-review/


/ jl 1 1. \r,'hen 2 goods are comple*"ntLiwlucjlgg*)
a. a fall in the price of one will iniGasJTffiand for the other

d. they have identical supply curves

,. .. they must also be complements in consumption

> 
t2. if marginal cost is rising, it must be true that: 

1q O g L ,L .,
a. average cost is below marginal cost

L"$J a" increase in the price of one will increase the supply of the other
c. an increase in the production of one must be offset by a decrease in production of the

other

v'c*"

M f #' f4 t- d"4- ,*o*rrg*ft

P\C v<a*\*: !r.alr, ilh'€'n fu*'P

{L.r

ATe. *- rdr
' r fL

,:.3q":i

Mr:{c
%.

/tv:l

b. strategies in which the firm doesn't take into account its competitors actions X
c. a situation in which all firms perform identical actions
d. action in which the firm does the best it can given regardless of its competitor's actions
e. a cooperative outcome between firms;i

i ); 14. The equilibrium payoff in the Prisonner's Dillemma

\ _3r represents Nash equilibrium t

@) results in non cooperative behavio/
c. are such that no individual prisoner can be better off by changing his plea
d. all of the above
e. none ofthe above

15. Since the profit maximizing monopoly produces the output where MR: MC, we can
conclude that:
a.  P:  MC

ru} P>MC
\-/
c.  P<MC

d. P:MR
e. P<MR

Problem I
Market for college hockey players is given by the following equations where P is the weekly .
wage in excess of scholarship and Q is the number of athletes:
Qd:1600-20P t? -_q\)
QS:-900+30P
1. Find the equilibrium price and the number of athletes hired. L&..= kX)
2. Suppose a restriction is imposed such that players can't be paid more than 3S$/week

the scholarship. How_m3.ty ?1h19!gg,w'gq!{ now be hire"-d?

ffi marginal product of labor is falling
c. average cost is rising
ci. average product of labor is falling
e. average cost is above marginal cost

a"'*r;4

t(--n /
1o v

dns"J
--t-$'', vv1^y

' i- 'o{ :- * {e'* * isY

':. i,'',;'i * \il/

{' if } ,f.,$ .qoo
,$. S s, {{,;c I

.n"..1{'

5

:l r*i*.--{Jr:u

I I r. J".: .""t i:
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b-oXbu:

p*t*nrr\ * 'fr*-
u:o J-

3.
4.

What is the change in producer surplus (players) as a result of price control?
How much is now spent on athlete wages compared to the free market equilibrium

\brxls
Krir.r-\

I Country I
Country 2

1.,lqll3)pr

\J

Problem 2
Payoff matrix (profits iri"TnillioiroT"ddllars)

Pepsi advertising budget

Large moderate

Coke's advertising
budget

large 60, 60 90, 50

Moderate 50, 90 80, 80

Problem 3

(i) What is the Nash equilibriumt 6o, b o I e"W , L^.*
(iil If Pepsi and Coke colluded their choices of advertising bu'dgets, which would they select? Explain

(iii) Is the cooperative outcome in (ii) likely to be stable? Explain

nJo e{r! * S€* in*t"n r.d t^' ,eqeX' <ta

t"fuk, &-d*"
Uo, $'o
Tsto\ '166I

61n4,

Consider the following costs for 2 qglg_ctly competitivqfirms and answer the questions:

Firm A: output = 5000, ry6 = $2500, TFc;2OOOS, Mc = L.2O, P = $1

Firm B: output: 5000, ATC = 15 (and ATC is at its min.) , p = $1,.29 ,., l'\' h^'r- --hc:P

1. How much profit or loss is each firm making Ey:J R 
l/ ( P ? ftg-)

",'? 
Z. Are the firms maximizing profits? Explain No, nC --M(-- ?

( g. Should each f irm produce more, less or the same output as currently explain?
- -*-  lA F' t3 { ,n,p>,1_g- i  n "{ ,o} ,"* l* td,

probtem c i Fc 'f ,l$ llA - 
w>P i g ?wd.u,r* i*,1o,<-

The PPFs of Country I and Country 2 are as follows:

I . . f l l ) t r l l . r I

: { ! { l

(i) What is the opportunity cost of producing one laptop for Country I and Country 2, respectively?

N IRJ r) ' .  l u

-t\l
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(ii) What is the opportunity cost of producing one TV for Country 1 and Country 2, respectively?

Question 5

I r
r t I

3L-
' t l
f* L-

The tahls sE thu irft $et$ sut the watk,el. dr-ru,*ad setredule fer lapes, rod thr taibir s& the right shnv.or thr rost
shuDtrrire cf * prrfectly comprtitir"e f,r:r:. There arr tr800 firsrs in tJre ir:dustry

r 6;F SIS,9SE 
,

6.4 550"G0I) ,
^ "ti 525.000

-,/ E"Z t00.000
: 9 ,tl78,6ui1 :

s-B 450,000 ;
10s 4?r.000

t | 400,000
: 19.3 4?$,000, i
, ls 3[tts[0 r
, 13"8 A!SJ$0 i
i {1-q srqs!0
r 1SJr. g?*,ntU] *- 

i
i l&.! Ing,0S0

{il t"{leat is tb* rn*rke[ price? (:l ma*s]r

: i i la7Tas:
550 r.? 7.8 m.1 i

I {{'0 11 8.t tt,t:
+tio r t.{s 8.9 | 7,1 ,
$00 lLz 9.I r6.E:

60o tfi.06 lo* l+Fr

{}-H

( ' ' ( ' -F,(? t  ( (Q &.e I
{:ii 'ffhar ir th+ indxstry's ouipnt? {3 r'narkrj

[o r r.])?

fu) Whai ir the out*ui rf eaiXi firar? (3 ararks)

tt-oo

{ir.} 'rYlat i* th* eurollonri;: pro&t of rach S;:rt? (3 rrarks)

\ f- xrc) Yo = L.]t-t l"d} P4+o

&rj trVhat rs ths s&utd*ffii poi*t {unhat is the s*arerical '.'air*e}? {3 tnae'ks,l

97 7 3oo

{rri) l$hat is t}re },ang ru:r rqrdlibriu*l pnce ? Yau rar Hrsrlrnr tbat thc abovr .dTCs apply to b olh s}rnfi run and
long nur (i r*arle s).

l .

P= h'rC ,r, . F lC( 6' ; \  \  '

ir.ii) Cuntinu:tg frou: (viJ- u"hat il th.e numb'er (i*egnr) of firms ix tfue indurtry? {) madrs}

*t f
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