Econ 204 Practice Questions 1
Topic 5b
1) Product differentiation is

a. When identical products are produced by different methods, either by the same firm or different firms

b. When products possess attributes that set them apart from one another in the eyes of consumers

c. Not a property of Monopolistic Competition

d. A key property of Monopolies

e. None of the above

2) Which of the following is NOT an example of product differentiation

a. Brand X laundry detergent now has a bleach additive

b. “7 out of 8 dentists prefer our brand of toilet paper”

c. “This car comes in any colour, as long as it’s black”

d. “Pepsi – it’ll make your dead ancestors come back from the dead!”
e. None of the above

3) Which of the following is NOT a common feature of Monopolistic Competition

a. Many firms

b. Differentiated Products

c. Advertising

d. Long-run profits

e. None of the above

4) Which of the following CANNOT occur in an Oligopoly

a. Two firms

b. Differentiated Products

c. Homogeneous Products

d. Advertising

e. None of the above

Consider the following chart for the next 2 questions
	Firm
	McFred’s
	Burger Despot
	Taco Bull
	KGDP
	Pizza the Hutt

	Sales (%)
	8
	7
	4
	3
	5


5) The Four-firm Concentration Ratio in this industry would be:

a. 22

b. 27

c. 24

d. 19

e. 5.4

6) This industry type is most likely

a. Perfect Competition

b. Monopolistic Competition

c. Perfect Monopoly

d. Oligopoly

e. Monopoly

7) In Monopolistic Competition, firms maximize profits by:

a. Setting P=MC

b. Setting MR=MC

c. Exactly like a monopolist

d. Both b and c

e. All of a, b, and c

8) The Excess Capacity Theorem states that under Monopolistic Competition

a. Firms produce more than they can sell

b. Firms produce less than they can sell

c. Firms produce more, at higher than their minimum cost

d. Firms produce less, at higher than their minimum cost

e. Firms are overweight and need to go on a diet

9) Strategic Behaviour 

a. Is designed to force one’s opponent to reduce their payoffs

b. Is where best responses line up

c. Is where your actions are the best possible

d. Always results in the worst possible outcome for all players

e. Is designed to take account of other player’s actions to one’s own behaviour
Consider the following Payoff Matrix for the next 3 questions
	
	
	P. Stewart

	L. Nemoy
	
	Sing
	Dance

	
	Sing
	-10, 10
	10,5

	
	Dance
	40, 30
	10,5


10) Which of the following are true:

a. Nemoy’s best response to Stewart’s dancing is to dance

b. Nemoy’s best response to Stewart’s dancing is to sing

c. Nemoy’s best response to Stewart’s singing is to dance

d. Nemoy’s best response to Stewart’s singing is to sing

e. Nemoy has no best responses

11) Which of the following are true

a. Stewart’s best response to Nemoy’s singing is to sing

b. Stewart’s best response to Nemoy’s singing is to dance

c. Stewart’s best response to Nemoy’s dancing is to sing

d. Stewart’s best response to Nemoy’s dancing is to dance

e. Both (a) and (c)

12) The Nash equilibrium in this case is

a. Both sing
b. Both dance

c. Stewart sings and Nemoy dances

d. Both (a) and (b)

e. No Nash equilibrium exists

13) Which of the following is NOT an example of collusion:

a. McDougal’s and Erby’s sign an agreement to charge the same price for burgers

b. Nukia and Matterolla agree to produce fewer cell phones

c. Ecco charges the same high price for gas as PetroCalgary does.

d. Rigger’s advertises to increase its sales

e. None of the above

14) Which of the following is true

a. Explicit collusion is when two firms sign an agreement to work together to increase their profits.  This is illegal in Canada.

b. Implicit collusion is when two firms simultaneously work together to increase profits without signing an agreement.  This is legal in Canada.

c. Explicit collusion is when two firms simultaneously work together to increase profits without signing an agreement.  This is legal in Canada.

d. Implicit collusion is when two firms sign an agreement to work together to increase their profits.  This is illegal in Canada.
e. None of the above

15) Which of the following is NOT an method of a firm creating entry barriers?

a. Natural Monopoly

b. Brand proliferation

c. Brand loyalty

d. Predatory Pricing

e. None of the above

16) When an Oligopoly firm produces many differentiated products (sometimes under different brand names), it is creating entry barriers through:

a. Natural barriers

b. Predatory Reputation

c. Brand loyalty

d. Advertising

e. Brand Proliferation

17) Nationalization is:

a. When the government takes over an industry from the private sector

b. When the private sector buys a national industry

c. When the government sets national prices in an industry

d. When the government sets national quantities in an industry

e. A Canadian superhero team

18) Regulation is

a. When the government takes over an industry from the private sector

b. When the private sector buys a national industry

c. When the government sets national prices or quantities in an industry

d. When the government uses competition policy to regulate industry

e. The name of a Canadian supervillian

19) Modern Canadian Competition Policy originated in
a. The British North American Act of 1867

b. The Canada Act of 1982

c. The Competition Act of 1986

d. The Canadian Clarity Act of 1999

e. The Canadian Space Defense Act of 3022

Topic 6

1) Macroeconomics is

a. The study of consumer utility maximization

b. The study of firm profit maximization

c. The study of the sum of individual decisions

d. The study of the mating habits of the south-eastern Jackalope

e. Both (a) and (b)

2) Which of the following are true:

a. Long-run GDP shows the business cycle

b. Short-run GDP shows growth

c. GDP is a measure of International production

d. All of the above

e. None of the above

3) In a recessionary gap

a. Potential output is more than actual output

b. There is unemployment

c. The economy’s resources are not fully employed

d. All of the above

e. None of the above

4) In a province with population of 21 million, 1 million are unemployed and 19 million are employed.  The unemployment rate is therefore:

a. 5.26%

b. 5.00%

c. 4.76%

d. 50%

e. 25%

5) Employed workers do not include

a. Workers who have a job

b. Workers who are off work due to sickness

c. Workers who are on strike

d. Workers who are waiting to be recalled from a layoff

e. None of the above

6) Unemployed workers do not include

a. People who are looking for a job daily

b. People who made an effort to find a job in the last 4 weeks

c. People who are reporting to a new job within 4 weeks

d. People who are upgrading their skills at a school or college

e. None of the above

7) In 2002 (the base year), the average Urbinian family spent $21,000 on an average basket of goods and services.  In 2004, that basket would cost $23,500, and in 2005 it would cost $22,000.  The CPI for 2005 would be:

a. 93.6

b. 105

c. 107

d. 112

8) In the year 2624 (the year after Canada annexes the United States and France), The United Canadian Empire CPI is 100.  In 2625 it is 114, and in 2626 it is 107.  Inflation for 2626 is:

a. -5.98%

b. -6.14%

c. -6.54%

d. -7.00%

e. 7.00%

9) Real interest rates are

a. Price paid per dollar borrowed per period of time

b. Nominal interest rates plus inflation

c. Good for borrowers

d. Good for savers

e. None of the above

10) Originally, it costs Bob $154 Canadian to buy a pet pig from the US that costs $140 US. This means the Canadian-US exchange rate is.

a. $1.10

b. $0.91

c. 110

d. 91

e. Impossible to calculate.

11) The trade balance is

a. Roughly 35% of GDP

b. Goods sold to another country

c. Services bought from another country

d. Exports – Imports

e. A new Justin Berber song

Consider the following data for the next 3 questions

Household consumption

35 Million


Trade Balance
3 Million

Wages




27 Million

Investments



12 Million

Rent, Interest and Profits

10 Million

Government Purchases

3 Million

Indirect Taxes



15 Million

Subsidies



5 Million

Depreciation



7 Million

Transfer Payments


1 Million

12) Income side GDP (in millions) in this country is 

a. 47

b. 49

c. 54

d. 57

e. 59

13) Expenditure side GDP (in millions) in this country is 

a. 50

b. 51

c. 52

d. 53

e. 54

14) Net Domestic Income (in millions) in this country is

a. 22

b. 37

c. 39

d. 49

e. 54

15) In 2001, GDP in Halitocus was $15.2 million, inflation was 3.75%, the GDP deflator was 78.2 and CPI was $2.45K.  Real GDP was

a. $11.9 million

b. $14.6 million

c. $15.4 million

d. $15.8 million

e. $19.4 million

Answers
5b:

1) B

2) C

3) D

4) E

5) C

6) B

7) D

8) D

9) E

10) C

11) E

12) C

13) D

14) A

15) A

16) E

17) A

18) C

19) C

6:
1) C

2) E

3) D

4) B

5) D

6) D

7) B – Changed from Original
8) B

9) E

10) A

11) D

12) C

13) D

14) B

15) E

