ECON 310

Homework Quiz #4: Tuesday, November 4


Consider a competitive constant-cost industry in which each firm’s total cost curve and marginal cost curves are given by the following equations:

TC= 4q2 + 100

MC= 8q

Assume this industry is at its long-run equilibrium.

1.  Determine the quantity supplied by each firm in the long-run and the break even price.

a. p= $32, q= 4
b. p = $40, q= 5

c. p = $24,  q= 3

d. p = $48, q= 6
2.  Suppose the market demand for the good produced is given by the formula p = 400 – 2Q.  How many firms are in this industry?
a. 16

b. 32

c. 36

d. 18
	
	The accompanying diagram shows the effects of a tariff. Initially, the price is P0, domestic firms produce Q0 units, and Q1 - Q0 units are imported from foreign firms. When the tariff is imposed, the price increases to P0 + t.
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3. How does the tariff affect producers' surplus?

a. Producer surplus falls from ABCDEF to AB

b. Producer surplus rises from AB to ABCDEF

c. Producer surplus falls from CG to G

d. Producer surplus rises from G to CG

4. Does imposing the tariff cause the country's social gain to rise or fall?

a. It will rise

b. It will fall

c. It will fall only if D+F<E

d. It will rise only if D+F<E

5. Second-degree price discrimination generally takes the form of 

	a.
	special prices for students and seniors.

	b.
	membership clubs.

	c.
	quantity discounts.

	d.
	“extras” like free delivery and free customer service.


PC and QC are the equilibrium price and quantity if the firm behaves competitively, and PM and QM are the equilibrium price and quantity if the firm is a simple monopoly. 
[image: image2.png]Price

Y
=

Quantity





6. What area represents the producer's surplus earned in the monopoly equilibrium? 
a. F+G+H

b. A+B+C+D+E

c. A+B

d. C+D+F+G

7. Suppose the firm could perfectly price discriminate. The difference between consumer surplus under a simple monopoly scenario and consumer’s surplus under the perfect price discriminating monopoly scenario is: 

a. F+G+H

b. A+B+C+D+E

c. A+B

d. C+D+F+G

Use the following game matrix VI to answer questions 8-10.

	Game VI
	
	Jack’s Strategy

	
	
	Left
	Right

	Jill’s Strategy
	Up
	Jack gets 2

Jill gets 2
	Jack gets 1

Jill gets 1

	
	Down
	Jack gets 1

Jill gets 1
	Jack gets 3

Jill gets 3


8. Identify all of the Nash Equilibria in the game above.

	a.
	(Right, Up) and (Right, Down)

	b.
	(Right, Down) and (Left, Up)

	c.
	(Right, Down) and (Left, Down)

	d.
	(Left, Up)


9. Identify all of the Pareto Optima in the game above.

	a.
	(Right, Up) and (Right, Down)

	b.
	(Right, Up) , (Right, Down) , (Left, Up)

	c.
	(Right, Down)

	d.
	(Right, Down) , (Left, Up)


10. What happens if Jill goes first?

	a.
	(Right, Down)

	b.
	(Right, Down) and (Left, Up)

	c.
	(Left, Up)

	d.
	(Left, Down)


