ECO 201: Final Exam Study Guide

(150 pts comprehensive)

A. A few things you should be familiar with:

· The fundamental economic problem

· Marginal analysis

· Graphs/slopes

· Production possibilities frontiers

· Supply/Demand

· Elasticity

· Marginal analysis

· Utility/Maximizing utility

· Product/Cost curves
· Competition/maximum profit
· Perfectly competitive markets

· Pure monopolies

· Regulation and antitrust

· Unions and monopsonies

· Monopolistic competition/oligopolies

· Public Goods/Externalities
B. READ through the textbook, notes, old study guides!

C. Types of problems:

1. T or F: When I buy a movie ticket for $6, the opportunity cost of going to the movie is only the $6 I spend.

2. Which good has a more elastic demand, cigarettes or blue ballpoint pens?
3. In economic terminology, the accumulated training and education that workers receive that increases their productivity is referred to as _________?

4. Would disastrous weather that destroys half of this year's spinach crop cause a shift in the supply curve of spinach or a movement along the supply curve?

5. Is a good an inferior good if its income elasticity of demand is -2.56?

6. How can we be sure that milk and Cheerios are really complements?  Can't people eat Cheerios dry if they choose?  And what if people don't like Cheerios to begin with?

7. T or F: Firms have upward sloping supply curves because their marginal cost of production curves are upward sloping.

8. What is the criteria for choosing the combination of goods that maximizes utility?

9. What is the difference between the short run and the long run?

10. Is a college classroom lecture a public good?

11. Customers today are most likely buying from a natural monopolist when they purchase

a) Aspirin from a generic drug company

b) A laptop computer from IBM

c) A glass of water from a local water company

d) All of the above

12. T or F: The most economically efficient amount of pollution is zero.

13. A recent dinner guest kept saying that she could not get enough of your homemade ice cream for dessert and that the more she ate the more she wanted.  Her marginal utility from your ice cream must therefore have been

a) diminishing

b) constant

c) increasing

d) zero

14. Which of the following is TRUE for a single-price monopolist?

a) P > MR

b) P < MR

c) P = MR

d) AR = MR

15. Economic growth is shown on the production possibilities frontier as

a) a move from one point on the PPF to another

b) an outward shift in the PPF

c) an inward shift of the PPF

d) the curvature of the PPF

16. If the market for unskilled workers, like unionized factory workers, results in an equilibrium wage rate that policy-makers consider to be too low, they can raise wages by legislating a "minimum wage" which is

a) a ceiling above the equilibrium wage

b) a ceiling below the equilibrium wage

c) a floor above the equilibrium wage

d) a floor below the equilibrium wage

17. True or False:  In long-run equilibrium, monopolistically competitive firms can earn economic profit because of product differentiation.

18. True or false:  monopolists can earn an economic profit in the long run because of barriers to entry.

19. True or false: Microeconomics is the study of topics like national income and national expenditures.

20. Negative externalities:
a) are found only in large cities

b) occur whenever individual health is harmed in the production process

c) impose most of their costs directly on consumers of polluting processes

d) impose most of their costs on individuals other than the consumers of the polluting product.

Answers

1. False, there are others costs as well, for example the time involved.

2. blue ballpoint pens
3. human capital

4. shift, since the amount of the supply decreases at every price.

5. Yes.

6. There is no law that says milk and Cheerios have to be complements.  If they are indeed complements then we could observe that the cross elasticity between them is negative.

7. True

8. Where the marginal utility per dollar spent on each good is equal.

9. The short run is so short that there is at least one fixed input in production.  The long run is so long there are no fixed inputs.

10. No, you have to pay to attend the college.

11. The glass of water

12. False.  Think about the costs of getting zero pollution.

13. C

14. A

15. B

16. C

17. False.  The entry of new firms will reduce the demand for their product until no more economic profit is earned.

18. True

19. False.  If you missed this one, you'd better study!

20. D
