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37. Production and distribution of electricity would be a candidate for exclusive contracting because

A) poor; demand for electricity is difficult to estimate.

B) poor; production costs are very uncertain.

C) good; transferring the fixed investments from one firm to another is easily accomplished.
D) good; it is a simple task.

E) poor; it is 2 complex task with large fixed investments,

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

39. Assume that all professors give midterm exams on the day of the midterm. One would expect the optimal
number of searches for a parking space on the day of midterms to because :
A) increase; the marginal costs are lower. B)be unchanged; neither the costs or benefits have changed.
C)decrease; the marginal costs are lower. D) decrease; the marginal benefits are lower.
E)increase; the marginal benefits are higher.
40.  Suppose Ginger is going to buy a house and a dishwasher. Assuming the cost of searching for both is
the same, one can predict that Ginger will
A) buy the first house and first dishwasher she encounters.
B) buy the first house she encounters and the third dishwasher.
C) spend equal amounts of time searching for the dishwasher and the house.
D) spend more time searching for the house than the dishwasher.
E) spend more time searching for the dishwasher than the house.

41. Searching should continue until
A) the marginal cost of searching is zero.
B) the marginal benefits of further searching equal the marginal costs.
C) all options have been explored.
D) the lowest price is found.
E) the marginal benefit of searching is zero.

42. Compared to a fixed percentage reduction regulation, a tax on pollution encourages
A) all fitms to reduce pollution by the same percent.
B) economic inefficiency.
C) firms that find pollution reduction expensive to pollute even more.
D) all firms to use the same technology to reduce pollution.
E) firms that can most cheaply reduce pollution to make sizable reductions.

43. Limitations on private property rights are
A) rarely enforced.
B) attempts to enlarge total economic surplus.
C) harmful to society.
D) the first step towards government ownership.
E) unjustified.

44. In which of the following markets is the presence of asymmetric information of little 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.

45. 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.
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