Possible Long Answer Questions
Econ 384 Miterm Winter 2013.
1) Use a Present Value calculation to compare the following investments.  (Assume r=4%)  Why is Present Value a valid comparison?

a) Invest $500 over the next 4 years to receive $3,000 once 10 years from now.

b) Invest $3000 today to receive $100 a year for the next 40 years.

2) Calculate how much Fred will borrow or save if he makes $900,000 when young, $200,000 when old, faces r=0.15%, and has the following utility function:
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3) Given the following demand curve, calculate the equilibrium price, quantities, and profits in a Cournot Duopoly if MC=2.  Show all steps. 
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4) Given the following demand curve, calculate the equilibrium price, quantities, and profits in a Cournot Oligopoly with 4 identical firms if MC=0.  Show all steps. 
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5) Given the following demand curves for mustard, calculate the equilibrium price, quantities, profits and market shares in a Stackleberg Oligopoly if MCL=0, MCF=5,.  Show all steps. 
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6) Assume that one firm provides most of the internet for a city, but there is a dominant fringe.  If the dominant firm faces a MC of zero, calculate the equilibrium price, quantities, profits and market shares given the following demand curve and competitive fringe supply:
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7) Given the following demand curves for an ipad (i) and tablet (t) differentiated product duopoly, calculate the equilibrium price, quantities, and profits if MC=20 for both firms.  Show all steps. 
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(Note: the second equation is updated from the original)

8) Lorenzo’s Lasagna operates in a Monopolistic Competition market and faces the following demand curve.  Calculate the equilibrium price, quantities, and profits if TC=2Q.  Graphically show what will happen in the long run.
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9) You are playing poker with your friends, Dave and Quill.  You think Quill is bluffing.  If you and Dave both fold, you lose 100 and Dave loses 150, because Quill gets away with it.  If Dave calls and you fold, you gain 10 because Quill didn’t get away with it, and Dave gains 250 because he wins.  If you call and Dave folds, you gain 210 because you win and Dave gains 50.  If you both call, however, you gain 50 and Dave gains 300 because he has the better hand.

Construct a payoff matrix for Dave and yourself and use it to describe all best responses, dominant strategies, dominated strategies, and Nash Equilibria.
10) Give an example of a prisoner’s dilemma where the “Tit-for-tat” strategy would NOT cause co-operation, but the “Grim Trigger” strategy would cause co-operation.  Include payoff comparisons to prove your results.

11) Consider the following payoff matrix:
	
	
	Jenni
	

	
	
	Invite Guests
	Don't Invite

	Jon
	Clean
	100, 200
	50, 150

	
	Cook
	-50, 50
	200, 200

	
	Sleep
	0, -50
	300, 100


a) Find the Nash equilibrium if the game is played simultaneously.  Show this in the payoff matrix.
b) Find the Nash equilibrium if Jon moves first.  Does Jon benefit from going first?  Use a Game Tree.
12) Using two game trees, find the Subgame Perfect Nash Equilibria of the following game if either player went first. Show your work.
	
	
	Jack
	

	
	
	Go Up Hill
	Play Angry Birds

	Jill
	Go Up Hill
	-5, -25
	10,30

	
	Play Farmville
	10, 10
	5, 25
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