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Sudent:

Most customers want more products than they can afford to buy.

True Fase

Economists usually assume that customers have afairly definite set of preferences.

True Fase

The "law of diminishing demand" saysthat if afirm raised the price of its product, a smaller quantity would
be demanded.

True Fase

If afirm lowered the price of its product, the "law of diminishing demand" says that the quantity demanded
would decrease.

True Fase

A "demand schedule" for atelevision manufacturer would show how many new TV's are to be produced
each month during the current production year.

True Fase

A demand schedule shows the relationship between price and quantity demanded in a market.

True Fase

A demand curve is agraph of the relationship between price and quantity in a market--assuming that all
other things stay the same.

True Fase

Most demand curves are upward-sloping--to the right.

True False

If demand is elastic, then total revenue would decrease if price were lowered.
True False

If demand is elastic, then total revenue would decrease if price were raised.
True Fase

If demand isinelastic, then total revenue would increase if price were lowered.

True Fase
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If demand isinelastic, then total revenue would increase if price were raised.

True Fase

Elasticity of demand is defined in terms of changesin total costs of production.

True Fase

If total revenue remains the same when priceisraised or lowered, then we have the special case of "unitary
elasticity of demand.”

True Fase

A demand curve cannot be both €lastic and inelastic.

True Fase

A single demand curve can have both elastic and inelastic parts over different price ranges.

True Fase

The availability of substitutes is one important factor affecting whether the demand for a product is elastic
or inelastic.

True Fase

When alarge number of substitutes are available, demand will tend to be more elastic.

True Fase

When few substitutes are available, demand will tend to be more el astic.

True Fase

Most supply curves slope upward, indicating that suppliers will be willing to offer greater quantities at
higher prices.

True False
If supply is elastic, the supply curve will be nearly vertical.

True Fase

The equilibrium point is where the quantity and price that sellers are willing to offer are greater than the
quantity and price that buyers are willing to accept.

True Fase

The equilibrium point is that point at which the quantity demanded would not change if price were either
lowered or raised.

True Fase

Some customers get a consumer surplus because they would be willing to pay more than the market price.

True Fase
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The elasticity of the firm's demand curve, the number and size of competitors, and the uniqueness of the

firm's marketing mix all affect the nature of the competitive situation.

True Fase

Pure competition exists when a market has homogeneous products, many buyers and sellers, and ease of

entry for buyers and sellers.

True Fase

In pure competition, individual producers have perfectly flat demand curves while the industry demand

curve isdown-sloping at the equilibrium price.

True Fase

In pure competition situations, each seller usually has alot of control over his price because of the lack of

competitive substitutes.

True Fase

Oligopoly conditions develop when a market has homogeneous products, afairly inelastic industry demand

curve, and relatively few sellers.

True Fase

In an oligopoly situation, a"price war" will cause all sellersto lose sales revenue.

True Fase

Monopolistic competition devel ops when a market is dominated by one large seller and alot of small firms.

True Fase

In monopolistic competition, sellers feel they have some competition in a market and consumers see
competitive products as heterogeneous.

True False
A firm in monopolistic competition faces no competition, so it can set its price at any level.
True Fase

In monopolistic competition, individual firms have down-sloping demand curves.

True Fase

The "law of diminishing demand" says that:

A. if the price of aproduct is lowered, usually the same quantity will be demanded.

B. if the price of aproduct israised, asmaller quantity will be demanded.

C. the demand for any product will tend to decline over time.

D. the more of a product a person buys, the less utility that particular product offers him.
E. if the price of aproduct islowered, a smaller quantity will be demanded.
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A "demand schedule:"

A. shows how much afirmiswilling to sell at a particular price.

B. ispublished regularly by the U.S. government and other governments.

C. isatable which shows the relationship between price and quantity demanded in a market.
D. isusualy the samefor all products.

E. Both B and C aretrue.

A demand curve:

A. shows what quantities would be supplied at various possible prices.
B. shows how total revenue increases as prices decrease.

C. isusually up-sloping from left to right.

D. isformed by plotting the data from a demand schedule.

E. All of the above are true.

If afirm'stotal revenue DECREA SES when the price of its product is reduced from $80 to $40, the
demand for this product between these two pricesis:

A. unitary elastic.

B. inelastic.

C. elastic.

D. Cannot tell from what is given.

If afirm'stotal revenue DECREASES when the price of its product is raised from $50 to $55, the demand
for this product between these two pricesis:

A. eastic.

B. inelastic.

C. unitary elastic.

D. Cannot tell from what is given.

If afirm'stotal revenue INCREA SES when the price of its product is reduced from $90 to $50, the demand
for this product between these two pointsis:

A. inelastic.

B. unitary elastic.

C. eastic

D. Cannot tell from what is given.

When ademand curveis INELASTIC:

A. if price goes down, then total revenue stays the same.
B. if price goes up, then total revenue stays the same.

C. if price goes down, then total revenue goes down.

D. if price goes up, then total revenue goes down.
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In the following table, select the quantity interval in which demand is elastic.

PRICE QUANTITY (UNITS)
$40 10
30 16
20 22
15 28
10 40
5 60
A. 28-40 units
B. 40-60 units
C. 10-16 units
D. 16-22 units
E. 22-28 units

The elasticity of demand for a particular product depends upon:

A. the availability of substitutes.

B. the producer's costs.

C. the availability of raw materials.

D. the quantity the producer iswilling to supply.
E. All of the above.

The elasticity of demand for a particular product depends upon:

A. the importance of the item in each customer's budget.
B. the urgency of the target customers needs.

C. the availability of substitutes.

D. All of the above.

E. None of the above.

Lack of good substitutes for a particular product affects its demand curve as follows:

A. Makesit more elastic

B. Makesit less elastic

C. Makesit unitary elastic

D. Doesn't affect it at all

E. Cannot be determined without knowing the supply curve

Which of the following products would have the MOST ELASTIC demand?

A. Water supplied by alocal utility company
B. A Minolta automatic camera

C. A new home which has not yet been built
D. Mercedes automobile

E. Anindividual farmer's wheat
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Which of the following products would have the MOST INELASTIC (or least elastic) INDUSTRY
demand?

A. Videotape recording system
B. Microwave ovens

C. Oranges

D. Gasfor heating homes

E. Chicken

A supply curve:

A. shows the quantity of products that would be demanded at various possible prices.
B. isgenerally up-sloping from left to right.

C. isnot affected by suppliers' costs.

D. generaly slopesin the same direction as the demand curve.

E. All of the above are true.

Which of the following statements about elasticity of supply is TRUE?

A. A product's elasticity of supply is calculated directly from its elasticity of demand.

B. Inthelong run, the supply curve for most productsis highly inelastic.

C. If aproduct's demand curve isinelastic, then its supply curve also must be inelastic.

D.In the very short run (after the growing season has begun), the supply curve for most agricultural
productsis highly inelastic.

E. All of the above are true.

Given generally elastic demand and supply curvesfor an industry, an INCREASE in supply will (all other
things being equal):

A. lower price but not change quantity demanded.
B. increase price and increase quantity demanded.
C. increase price and decrease quantity demanded.
D. lower price and increase quantity demanded.

E. not change anything else.

The SHORT-RUN market adjustment for a homogeneous product, like wheat, following a decrease in
demand would most likely be:

A. anincrease in production.

B. adecreasein price.

C. adecrease in production.

D. adecrease in demand for available substitutes.
E. anincreasein price.

Which of the following statements about demand and supply interaction is TRUE?

A. A market is said to be in equilibrium when the elasticity of demand equals the elasticity of supply.

B For amarket to be in equilibrium, the price and quantity that buyers are willing to accept must be greater
. than the price and quantity that suppliers are willing to offer.

C. Theinteraction of supply and demand determines the size of the market and the market price.

D. Demand determines price.

E. All of the above are true.
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The "equilibrium point” is where:

A. the quantity and price sellers are willing to offer equal the quantity and price that buyers are willing to

accept.
B. the quantity demanded equalsits cost.
C. the market priceis at its minimum.
D. the elasticity of demand equals the elasticity of supply.
E. the market priceisat its maximum.

"Consumer surplus’ means that:

A. consumersjust get their money's worth in any transaction.
B. consumers don't consume all the products they buy.
C. the price consumers have to pay is more than the value to them.

D some consumers get more than their money's worth because they would be willing to pay more than the

. equilibrium priceif they had to.
E. there are more consumers than products to satisfy them.

A market situation with homogeneous products, many informed buyers and sellers, and ease of entry isa

market situation.

A. oligopoly

B. monopolistic competition
C. monopoly

D. pure competition

E. bothB and C

Pure competition develops when a market has:

A. uninformed buyers and sellers.

B. heterogeneous products.

C. many buyers and sellers.

D. limited entry for buyers and sellers.
E. both C and D.

Pure competition occurs when a market has:

A. homogeneous (similar) products.
B. easy entry for new sellers.

C. many buyers and sellers.

D. informed buyers and sellers.

E. All of the above.

A FIRM faces an amost perfectly flat or horizontal demand curve in a(an)
situation.

A. monopolistic competition

B. monopoly

C. pure competition

D. oligopoly

E. None of the above--demand curves are always down-sloping.

market
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A firm in pure competition will:

A. advertise its product to tell potential customers about its unigque product.
B. be able to set its own price level.

C. have to accept the going price.

D. be able to increase itstotal revenue only by lowering its price.

E. All of the above.

Rico Hardware is an industrial supply firm that sells standard screws, bolts, and other small hardware items
to construction companies. Rico competes with many similar firms nationwide and sells its merchandise
at "the going rate." Rico seems to be operating in an environment that is close to:

A. pure competition.

B. monopoly.

C. monopolistic competition.
D. oligopoly.

Oligopoly situations develop when a market has:

A. relatively few buyers.
B. elagtic industry demand.
C. heterogeneous products.
D. relatively few sdllers.
E. All of the above.

An oligopoly market situation has:

A. relatively few sellers--or afew large firms and many smaller firms which follow the lead of the larger
ones.

B. essentially homogeneous products.

C. fairly inelastic industry demand.

D. All of the above.

E. None of the above.

A market which has relatively few sellers, homogeneous products, and fairly inelastic industry demand is
an example of a(an) market situation.

A. pure competition

B. monopolistic competition
C. oligopoly

D. monopoly

E. Any of the above.

Which of the following would probably be an oligopoly in aU.S. market?

A. A gift shop at an art museum.

B. U.S. Steel (USX).

C. A "7to 11" convenience food store.
D. A Ford car dedership in asmall town.
E. All of the above.



. TaraWhitehall isresponsible for price setting at her firm. The last time she raised her price, competitors
left their prices at the lower level and she lost customers. Now she wants to increase her market share with
alower price, but she is concerned that her competitors will "follow" her to the lower price level. Whitehall
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is probably operating in an environment of

A. oligopoly.

B. pure competition.

C. monopoly.

D. monopolistic competition.

Which of the following is the best example of an oligopoly situation?

A. grocery retailersin Miami.

B. acommunity in the mountains with one electric power company.
C. afarmers market with many farmers selling peaches.

D. asmall airport with two airlines going to different destinations.
E. most of the aluminum in the U.S. is sold by three producers.

In which of the following situations would the seller(s) be most likely to face a"kinked" demand curve?

A. amedium-sized airport with one gift shop.

B. asmall town--some distance from any others--with three "off brand" gasoline stations at the major
intersection.

C. men's clothing stores in downtown Las Vegas.

D. asmall community with one electric power company.

E. afarmers market with one farmer selling honey.

In oligopoly situations:

A. pricestend to berigid and similar--because of price-fixing agreements.

B. price wars may occur if afirm seeksto increase its market share by cutting price.
C. afirm facesan INELASTIC demand curve if it raises price.

D. the quantity offered changes alot due to the lack of afixed market price.

E. All of the above are true.

"Kinked" demand curves:

A. are sometimes found in pure competition.

B. areinelastic above the "kink" and elastic below the "kink."
C. aretypical of monopolistic competition.

D. tend to encourage a stable price in a product-market.

E. both C and D aretrue.

Which of the following statements about oligopoly situationsis TRUE?

A. "Price cutters' face fairly elastic demand curves.

B. Cutting prices can lead to everyone losing sales revenue.

C. Many large sellers are competing with each other.

D. Essentially heterogeneous products are offered by many competitors.
E. None of the aboveistrue.
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Which of the following statements about the competitive environment is TRUE?

A. In monopolistic competition a seller has a down-sloping demand curve due to the lack of any substitute
products.

B. In pure competition, an individual firmis usually faced with avery inelastic demand curve.

C. Firmsin oligopoly should avoid price cutting.

D. Theindustry demand curvein oligopoly is usualy horizontal.

E. All of the above.

Monopolistic competition occurs when an individual firm

A. obtains complete control over prices--through collusion.

B. differentiates its product from competitors--in the eyes of some customers.
C. develops products which have no substitutes.

D. obtains complete control of the supply of a product.

E. All of the above.

A market with several firms competing, some promotion, and some differences among productsisin a(an)
market situation.

A. monopoly

B. pure competition

C. monopolistic competition
D. oligopoly

E. Any of the above.

Monopolistic competition exists when:

A. each competitor hasits own kinked demand curve.

B. thereisonly onefirm in the industry.

C. no substitute products are available for consumers in this market.

D. each firm in the market has differentiated its product from its competitors--in the eyes of some
customers.

E. both B and C.

Which of the following is the best example of a monopoly situation?

A. A movie theater with one snack bar for popcorn and soft drinks.

B. Jewelry storesin Paris.

C. A farmers market with many farmers selling sweet corn.

D. Theonly Domino's Pizzain alarge university town.

E. A small town--some distance from any others--with only three drugstores.

Which of the following is MOST likely to be competing in monopolistic competition?

A. asoybean farmer

B. astedl producer

C. arestaurant

D. an oil producer

E. an electric utility company
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A. elastic.

B. inelastic.

C. unitary elastic.

D. Cannot tell from what is given.
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If afirm'stotal revenue INCREASES when the price of its product is reduced from $90 to $50, the

demand for this product between these two pointsis:

A. inelastic.
B. unitary elastic.
C. eladtic

D. Cannot tell from what is given.

When ademand curveis INELASTIC:

A. if price goes down, then total revenue stays the same.
B. if price goes up, then total revenue stays the same.
C. if price goes down, then total revenue goes down.

D. if price goes up, then total revenue goes down.

In the following table, select the quantity interval in which demand is elastic.

PRICE QUANTITY (UNITS)
$40 10
30 16
20 22
13 28
10 40
5 60
A. 28-40 units
B. 40-60 units
C. 10-16 units
D. 16-22 units
E. 22-28 units
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The elasticity of demand for a particular product depends upon:

A. the availability of substitutes.

B. the producer's costs.

C. the availability of raw materials.
D. the quantity the producer iswilling to supply.

E. All of the above.

The elasticity of demand for a particular product depends upon:

A. the importance of the item in each customer's budget.
B. the urgency of the target customers needs.
C. the availability of substitutes.

D. All of the above.
E. None of the above.
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Lack of good substitutes for a particular product affects its demand curve as follows:

A. Makesit more elastic
B. Makesit less elastic

C. Makesit unitary elastic

D. Doesn't affect it at all

E. Cannot be determined without knowing the supply curve

Which of the following products would have the MOST ELASTIC demand?

A. Water supplied by alocal utility company
B. A Minolta automatic camera
C. A new home which has not yet been built

D. Mercedes automobile

E. Anindividua farmer's wheat
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Which of the following products would have the MOST INELASTIC (or least elastic) INDUSTRY
demand?

A. Videotape recording system
B. Microwave ovens

C. Oranges
D. Gasfor heating homes
E. Chicken
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A supply curve:

A. shows the quantity of products that would be demanded at various possible prices.
B. isgenerally up-sloping from left to right.

C. isnot affected by suppliers costs.

D. generally slopesin the same direction as the demand curve.

E. All of the above are true.

AACSB: 13 Economic environments
Chapter: A

Difficulty: Easy

LearnObj: 2

Perreault - Chapter Appendix... #48
Question Type: Definition

Self-Test: No

Which of the following statements about elasticity of supply is TRUE?

A. A product's elasticity of supply is calculated directly from its elasticity of demand.

B. Inthelong run, the supply curve for most productsis highly inelastic.

C. If aproduct's demand curveisinelastic, then its supply curve also must be inelastic.

D.Inthe very short run (after the growing season has begun), the supply curve for most agricultural
productsis highly inelastic.

E. All of the above are true.
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Given generally elastic demand and supply curves for an industry, an INCREASE in supply will (all
other things being equal):

A. lower price but not change quantity demanded.
B. increase price and increase quantity demanded.
C. increase price and decrease quantity demanded.
D. lower price and increase quantity demanded.

E. not change anything else.
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The SHORT-RUN market adjustment for a homogeneous product, like wheat, following a decrease in
demand would most likely be:

A. anincreasein production.

B. adecreasein price.

C. adecrease in production.

D. adecrease in demand for available substitutes.
E. anincreasein price.
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Which of the following statements about demand and supply interaction is TRUE?

A. A market is said to be in equilibrium when the elasticity of demand equals the elasticity of supply.
B For amarket to be in equilibrium, the price and quantity that buyers are willing to accept must be

. greater than the price and quantity that suppliers are willing to offer.

C. Theinteraction of supply and demand determines the size of the market and the market price.

D. Demand determines price.

E. All of the above aretrue.

AACSB: 13 Economic environments
Chapter: A

Difficulty: Medium

LearnObj: 2

Perreault - Chapter Appendix... #52
Question Type: Comprehension
Self-Test: No



53.
(- 493)

(p. 494)

55.
(- 495)

The "equilibrium point" is where:

A.the quantity and price sellers are willing to offer equal the quantity and price that buyers are willing
to accept.

B. the quantity demanded equals its cost.

C. the market priceisat its minimum.

D. the elasticity of demand equals the elasticity of supply.

E. the market priceis at its maximum.

AACSB: 13 Economic environments
Chapter: A

Difficulty: Easy

LearnObyj: 2

Perreault - Chapter Appendix... #53
Question Type: Definition
Self-Test: No

"Consumer surplus’ means that:

A. consumers just get their money's worth in any transaction.

B. consumers don't consume all the products they buy.

C. the price consumers have to pay is more than the value to them.

D some consumers get more than their money's worth because they would be willing to pay more than
. theequilibrium priceif they had to.

E. there are more consumers than products to satisfy them.
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A market situation with homogeneous products, many informed buyers and sellers, and ease of entry is
a market situation.

A. oligopoly
B. monopolistic competition
C. monopoly
D. pure competition
E. bothB and C
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Pure competition develops when a market has:

A. uninformed buyers and sellers.

B. heterogeneous products.

C. many buyers and sellers.

D. limited entry for buyers and sellers.
E. bothCand D.

Pure competition occurs when a market has:

A. homogeneous (similar) products.
B. easy entry for new sellers.

C. many buyers and sellers.

D. informed buyers and sellers.

E. All of the above.

A FIRM faces an aimost perfectly flat or horizontal demand curve in a(an)
situation.

A. monopolistic competition

B. monopoly

C. pure competition

D. oligopoly

E. None of the above--demand curves are aways down-sloping.

A firm in pure competition will:

A. advertise its product to tell potential customers about its unique product.

B. be able to set its own price level.

C. have to accept the going price.

D. be abletoincreaseits total revenue only by lowering its price.
E. All of the above.
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Rico Hardwareis an industrial supply firm that sells standard screws, bolts, and other small hardware
items to construction companies. Rico competes with many similar firms nationwide and sellsits
merchandise at "the going rate." Rico seems to be operating in an environment that is close to:

A. pure competition.

B. monopoly.

C. monopolistic competition.
D. oligopoly.

Oligopoly situations develop when a market has:

A. relatively few buyers.
B. elastic industry demand.
C. heterogeneous products.
D. relatively few sellers.

E. All of the above.

An oligopoly market situation has:
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A.relatively few sellers--or afew large firms and many smaller firms which follow the lead of the

larger ones.
B. essentially homogeneous products.
C. fairly inélastic industry demand.
D. All of the above.
E. None of the above.
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A market which hasrelatively few sellers, homogeneous products, and fairly inelastic industry demand

isan example of a(an) market situation.

A. pure competition

B. monopolistic competition
C. oligopoly

D. monopoly

E. Any of the above.

Which of the following would probably be an oligopoly in aU.S. market?

A. A gift shop at an art museum.

B. U.S. Stedl (USX).

C. A"71t0 11" convenience food store.
D. A Ford car dealership in asmall town.
E. All of the above.
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Tara Whitehall is responsible for price setting at her firm. The last time she raised her price, competitors
left their prices at the lower level and she lost customers. Now she wants to increase her market share
with alower price, but she is concerned that her competitors will "follow" her to the lower price level.

Whitehall is probably operating in an environment of:

A. oligopoly.

B. pure competition.

C. monopoly.

D. monopolistic competition.
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Which of the following is the best example of an oligopoly situation?

A. grocery retailersin Miami.
B. acommunity in the mountains with one electric power company.
C. afarmers market with many farmers selling peaches.
D. asmall airport with two airlines going to different destinations.
E. most of the aluminum in the U.S. is sold by three producers.
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In which of the following situations would the seller(s) be most likely to face a"kinked" demand curve?

A. amedium-sized airport with one gift shop.

B.asmall town--some distance from any others--with three "off brand" gasoline stations at the major
intersection.

C. men's clothing stores in downtown Las Vegas.

D. asmall community with one electric power company.

E. afarmers market with one farmer selling honey.
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In oligopoly situations:

A. pricestend to be rigid and similar--because of price-fixing agreements.

B. price wars may occur if afirm seeksto increase its market share by cutting price.
C. afirm facesan INELASTIC demand curve if it raises price.

D. the quantity offered changes alot due to the lack of afixed market price.

E. All of the above are true.

AACSB: 13 Economic environments
Chapter: A

Difficulty: Hard

LearnObj: 5

Perreault - Chapter Appendix... #68
Question Type: Comprehension
Self-Test: No

"Kinked" demand curves:

A. are sometimes found in pure competition.

B. areinelastic above the "kink" and elastic below the "kink."
C. aretypical of monopolistic competition.

D. tend to encourage a stable price in a product-market.

E. both Cand D aretrue.
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Which of the following statements about oligopoly situationsis TRUE?

A. "Price cutters' face fairly elastic demand curves.

B. Cuitting prices can lead to everyone losing sales revenue.

C. Many large sellers are competing with each other.

D. Essentially heterogeneous products are offered by many competitors.
E. None of the aboveistrue.
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Which of the following statements about the competitive environment is TRUE?

A.In monopolistic competition a seller has a down-sloping demand curve due to the lack of any

substitute products.

B. In pure competition, an individual firm isusually faced with avery inelastic demand curve.

C. Firmsin oligopoly should avoid price cutting.
D. Theindustry demand curve in oligopoly is usually horizontal.
E. All of the above.

Monopolistic competition occurs when an individual firm

A. obtains complete control over prices--through collusion.

B. differentiates its product from competitors--in the eyes of some customers.
C. develops products which have no substitutes.

D. obtains complete control of the supply of a product.

E. All of the above.
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A market with several firms competing, some promotion, and some differences among productsisin

a(an) market situation.

A. monopoly

B. pure competition

C. monopolistic competition
D. oligopoly

E. Any of the above.

M onopolistic competition exists when:

A. each competitor has its own kinked demand curve.
B. thereisonly one firm in the industry.
C. no substitute products are available for consumers in this market.
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D.each firm in the market has differentiated its product from its competitors--in the eyes of some

customers.
E. both B and C.

Which of the following is the best example of a monopoly situation?

A. A movie theater with one snack bar for popcorn and soft drinks.

B. Jewelry storesin Paris.

C. A farmers market with many farmers selling sweet corn.

D. The only Domino's Pizzain alarge university town.

E. A small town--some distance from any others--with only three drugstores.
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Which of the following is MOST likely to be competing in monopolistic competition?

A. asoybean farmer

B. asteel producer

C. arestaurant

D. an oil producer

E. an electric utility company
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