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1. A monopolistic firm faces a downward-sloping demand curve because:
(A) there are a large number of firms in the industry, all selling the same product
(B) the demand for its product is always inelastic :

(C) unlike a competitive firm, the amount a monopohstlc ﬁrm sells affects the market prlce :
(D) margmal revenue is negative throughout the feasible range of output

2. A monopolist with a marginal cost of zero will

"~ (A) not product since no economic profit can be made
(B) produce where the elasticity of demand is zero
(C) produce where the elasticity of demand is one
(D) none of these

3. Which one of the following would not reflect a barrier to entry into an industry?
1 (A) The XYZ corporation owns all of the know titanium deposits, and titanium is a necessary input
into the production of widgets.
(B) The ABC Corporation has a patent on the production of synthetic rubber.
| (C) The total market demand for widgets is 100,000 per week, and the MES of a typical firm in the
widget industry occurs at an output level of 92,000 widgets per week.

(D) The ABC corporation produces a product that is a very close substitute to the product of the
XYZ corporation.

4 Of producers in an oligopolistic industry are successful in reducing output and raising the market price

of the product, new firms may seek to enter the market because the price charged by the typical firm:
(A) exceeds marginal cost

(B) equals average revenue
(C) exceeds average cost

(D) equals marginal revenue

5. Which of the following statements concerning monopolistic competition is true?
(A) The monopolistic competitor has no control over the price of its output.
(B) The monopolistic competitor can earn long-run economic profits.
(C) The monopolistic competitor faces a downward-sloping demand curve.
(D) The monopolistic competitor need not fear the entry of new firms in the long run.
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+ 6. The theory of monopoly leads to all of the following predictions except:
(A) an industry possessing some monopoly power will employ fewer resources than will a
competitive industry
= \ ~ (B) in the long run, allocative efficiency is achieved under either monopoly or competition

(C) monopoly power permits firms to earn profits in excess of its opportunity cost of production, at
least in the short run “ |
(D) monopolists command a larger share of national income than do perfect competitors

7. An assumption of the Cournot-Nash model is that:
(A) each firm assumes that its competitor will keep producing the original quantity
(B) the demand curve faced by the duopolist is highly elastic
(C) each firm assumes that its competitors will not.change price
(D) each firm assumes that its competitors will follow a price increase

8. One of the identifying characteristics of oligopoly is sticky prices. When economists state that prices
are sticky with respect to oligopolistic industry, they mean that:
(A) prices are given to the firm, and so the firm is a price taker
~ (B) the oligopolist sets product price so that profits are maximized at all times
(C) prices are less responsive to changes in demand in ohgopohes than in perfectly competitive
markets
(D) oligopolies practice predatory pricing, so competition in the market is reduced

9. When a minimum wage is imposed on a portion of the labor market, the result is predicted to be:
(A) an increase in employment in the uncovered sector, which is not large enough to offset the
decrease in employment in the.covered seetor '
(B) an increase in employment in the uncovered sector, which is larger than the decrease in
employment in the covered sector
(C) an increase in the wage in the uncovered sector
(D) a reduction in employment in the uncovered sector

© 10. Private producers will achieve somally optimal results if:
" (A) marginal net social benefits equal marginal net private benefits
(B) net private benefits are maximized
(C) net private benefits are minimized

(D) marginal private benefits equal marginal private costs . , .
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A. R#M (completeness)

B. ## M (transitivity)

C. E#d&E (strict convexity)
D. # % #4F (more is better)
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A. Second theorem of welfare economics

W

Strictly dominated strategies
Nash equilibrium
Von Neumann-Morgenstern utility functions
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Production functions
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