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. Suppose that the demand cul

10. Will a monopoly ever proJlde:a

. Suppose that a consumer always consumes 2 spoons of sugar with each cup of

coffee. If the price of sugar is p; per spoonful and the price of coffee is p, per
cup and the consumer has m dg_tl r_s’to spend on coffee and sugar, how much

. If the consumer is consummg ac W /0 goods, and she is always spending all of

her money, can both of them be if Aferibr goods? (10 points)

- When prices are (py,p,) = (1,2) a consumer demands (xl,xzj = (1,2), and

when prices are (qy,9;) = (2,1) the consumer demands (y,,y,) = (2,1). Is
this behavior consistent with the model of maximizing behavior? (10 points)

. What is the “the Law of Depizng ’;Ealse use substitution and income effect to

interpret it. {10 points)

, iven by D(p) = 10 — p. If the price changes
from 4 to 6, what is the change in consumer’s surplus? (10 points)

. Suppose that the demand for a good is given by D(p) = 100/p. When the price

is 20, what is the elasticity of demand? {10 points)

. What is the effect of a subsielavfitﬁ \rket with horizontal supply curve? With a

vertical supply curve? (10 plom j) {
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. Sugpose a firm is mammtgé th\f( frj the short run with variable factor x,

and fixed factor x,. If the pr:ce Jof x, “goes down, what happen to firm’s use of
x;? What happens to the firm’s level of profits? (10 points)

. A firm has a cost function given by C(y) = 10y + 1000. What is the supply

curve? (10 points)
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| ar:eho} efficient level of output on its own?
Explain your answer. 10@@%5) —
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