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11 The demand for a factor of production will usually be more elastic when:
a. few close substitutes for the factor exist.
b. the time period under consideration is very short.
c. demand for the product the factor produces is highly elastic.
d. the factor’s cost is a small part of the final product’s total cost of production.

12. In Taiwan, the demand for pork has an own-price elasticity of -0.5, and the cross-price elasticity with
respect to the price of chicken of 0.2. The supply for pork has a price elasticity of 1. Assume that a
heavy rain causes that the equilibrium price of chicken in Taiwan increases by 3%. What will happen
to the equilibrium price of pork in Taiwan?

a. The equilibrium price will increase by around 0.2%.
b. The equilibrium price will increase by around 0.4%.
¢. The equilibrium price will increase by around 0.6%.
d. The equilibrium price will increase by around 1.2%.

13. Assume that two countries V and T can produce both rice and tea. The country V can produce 20
units of rice or 10 units of tea in one month; the country T can produce 25 units of rice or 15 units of]
tea in one month. If V and T trade to each other, for the country T, what is the possible terms of]

trade?

a. 52
b. 5/3
6 3/5
d. 142
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14. Refer to Problem 13. After V and T begin to trade to each other, who will be the victims in this

15.

16.

17.

18.

international trade?

a. The tea farmers in the country V.

b. The tea farmers in the country T.

c. The tea consumers in the country V.
d. The rice consumers in the country T.

Many U.S. interstate highways are crowded with traffic, but tolls are not collected even when the

highways are crowded. Which of the following is true about this no-toll policy?

a. It is efficient because interstates are needed to transport goods.

b. Itis efficient because there is no cost of using the interstate once it is built.

c. Itis inefficient because each person’s use of the interstate adds to the congestion.

d. It is inefficient because tolls would increase government revenues, allowing other taxes to be
decreased

In a perfect competition industry, the long run average cost for each firm is Q%-4Q+10. The demand
in this industry is Q=406-P. In the long run market equilibrium, how many firms will stay in this
industry?

a. 40

b. 100
c. 200
d. 400

Assume that the demand for the ethylene in Taiwan is Q=500-(1/4)P. There are two firms in this
market: FP and TCT. They compete in quantity (Cournot Game). The total variable cost to sell
ethylene for FP is 800Q¢+2Q¢, and the total variable cost to sell ethylene for TCT is 1000Q;. What
is the market price in the Nash equilibrium in this market?

a. 1440
b. 1360
¢. 1333.33
d. 1266.67

Refer to Problem 17. Assume that the owners of FP and TCT have a secret meeting and want to set a
joint monopoly quantity of ethylene in the market. In the meeting, FP suggests that they can set Qr=
Qi, and maximize their total profit. If FP hopes that TCT can accept this suggestion, which of the
following is the minimum amount FP should pay for the support of TCT?

a. 1000
b. 1500
c. 3000
d. 6000
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a. shEEy NMEMBEE T » SFEFE B R0 fUARIIEBEIE S (extensive form game) « (6 pts)
b. FR M IEFFHAIRE T EBF5E 2% (sub-game perfect equilibrium, SPE) « (4 pts)
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