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31. The study of how the choices of one individual affect the choices of others is called
A) monopoly theory.
B) utility maximization.
C) game theory.
D) perfect competition.
E) choice theory.

32. Normal profits occur when
A) accounting profits are positive.
B) economic profits are positive.
C) accounting profits are positive and economic profits are negative.
D) economic profits are zero.
E) total revenues are greater than explicit and implicit costs.

33. Compared to an unregulated firm, a costplus regulated firm has a smaller incentive to pursue cost saving
innovations because
A) few cost saving innovations exist for natural monopolies.
B) the reduction in costs never improve profitability.
C) the regulators refuse to allow the firm to adopt the innovation.
D) regulated firms do not seek to maximize profits.
E) the reduction in costs ultimately results in a reduction in the regulated price.

34. Phil is offered the following gamble: a 70% chance of winning $1,000 and a 30% chance of losing $1,500.
This gamble is a(n)
A)unfair gamble.
B) fair gamble.
C) better than fair gamble.
D) worse than fair gambile.
E) almost fair gamble.

35. The optimal number of searches
A) increases for those goods with high search costs.
B) decreases for goods with large price variations.
C) increases for goods where feature variation is low.
D) increases for goods with large price variations.
E) is unrelated to the cost of searching.

36. A risk averse individual will
A) never accept any gambile.
B) accept a fair gambile.
C) reject all gambles.
D) accept only better than fair gambles.
E) only choose certain events.

37. In which of the following markels is the presence of asymmelric information of liltle concern to the buyer?
A) The market for used books.
B) The market for used musical instruments.
C) The market for used computers.
D) The market for used motorcycles.
E) The market for used cars.

38. Under a progressive consumption tax, an extra dollar of savings
A) reduces taxable consumption by less than one dollar.

B) reduces taxes by one dollar.
C)reduces taxable consumption by one dollar.

D) reduces taxes by more than one dollar.
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E) has no impact on the amount of taxes paid.
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39. Which of the following would be an example of the rationing function of price?

A) Switching from a Ph.D. in economics to finance because finance salaries are higher.
B) Bill Gates purchasing the Mona Lisa for $5 billion.

C) A firm attempting to lower its explicit costs.

D) Government price controls.

E) Choosing to skip class and hang out.

40. Economic profits are
A) the same as accounting profits.
B) equal to total revenue minus the sum of fixed and variable costs.

C) equal to total revenue minus both explicit and implicit costs.
D) greater than accounting profits.
E) only important to economists.
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